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1«  this  -n^l  doe,  eot  r^re^rexther  ae^e-tY  .i?"1'1"  °r  °th«r  ^'"lal 
lM«e.  they  di.cue.  by  th. WiJlJSl  Re^arch  SreST"*1  -  tbe 

im£  ftlSSTSiS!:  To^ar19  tlfj  r~earch  for  the 

oer.t«.d  th-t  the  Im^^SETJ;  eL-H  n  T  th-t  d<,h*t8rs  •»»■«  " 

cloeely  connected  and  th^t  L^Lj^pr'LntL  ,^  •« 
in  debating  Issue.  In  another.  P       °"d  10  •**  be  eery  helpful 

r«e -KLsri"5.,ias  &s£  sax.-  £  L*rr  -  — 

coordinated  the  collection  of  .atarilT-  il  ,    ^  ""chardaon  called  and 

Cerny  assisted  In  tbTprelratx^n  o the  V~  Burl"' 

copyright  per*lMloo.    Gene  r« lk  p",^*'!!^  '-r,Mra 

uable  technical  aaaiatance.    and'  XtS/E^f-.^1  Gr80*y  provlded 
the  administration  of  the  project.  and  tiodley  helped  in 

"on  t?thTc^Sll^rlo*^r^roU.llk€  '°  'Cka~1-*-  "« 

the  reproduction  of  their  wt.rt.la?  LfT  V      gr<,°"d  thelr  P"***!™  'or 

or  excerpt.    It  eould  a    o  U  «kC^r,  I  -Uh  each  artlci.  • 

la  the  field  outside  tbe  Ubr«e  •/£2£-i^  *Pprecl-tloa  «o  tboee  -pert. 

«"ful  aoedieetione  for  IncWon  In  t£?J££°.  ^"^^  •  — *«  of 

on  isffiUS  det>-ter  10  hing,  preparlag,  and  preying  argent. 
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PART  I.— GENERAL  BACKGROUND 


POVERTY:     TRENDS,  CAUSES,  AMP  CURES 
(by  P.  Royml  Shipp) 


1  -  iyraopucTioM 

After  .  4.«d.  of  .t.ady  todiM  fQ^owd  by  «00th.r  dciwJ,  r.1#tiv. 
•fbility,  ta.  ,„.r.  of  „.pl,  ia  ,„r,rty       th.  fcu#d  Jt#M<  ^  ^ 
ri~  in  1*78,  wAich  «mti«wd  chroujh  1912  .od        ,qu-li  ,5  parcrot  „f  th# 
popuLtion-tbe  higbe.t  ,ioc,  m).    In  198J  th,  9mB^f  vm  3to^ 

.bout  o— third  high.,  then  v*.n  it  began  co  ri...    The  ^r  ot  lndi,idu„ 
•Id  io  poverty  iocr.a.ed  by  9.9  mllion  during  tho..  *  y.r,.  * 
pov.rty  r.t.  .t  .  giv.n  tl«,  r.U.ct.  .cono^c  opportuniti...  ,.„„_ 
.1  end  Sec.  govern™,  tr.o.f.r  progr**,  «,„  dW4phic  coition.. 

Co»Pl«*  interaction.  *o0»  th...  f.ctar.  account  far  Cb.  pr0gr.,.  ag.ufc 
poverty  in  th.  1959-1969  period,  th,  trom  mo  t0  If7|f  ^  tb.  ^ 

loot  trcm  1979  to  1982. 

tbi,  r.port  ,««Mri«..  tr.od,  in  pov.rty  during  th.  pa.t  U  year,.  It 

r'MO,U  »  "»«  ««  of  „*,  di.C»„e.  d«og„p»,ic 

char.ct.ri.tic.  of  th.  poverty  population.    Furthor,  th.  Sport  eaely«,  th« 
-thod.  o.ed  to  calculate  th.  „f  ^  A^ric.,..    Th.  «.,ur<  it,.lf 

i.  cootrov.r.i.l.  0„.  critic  c.nC.nd.  th.t,  no  «tt.r  hov  „..0r.d,  poverty 
h«.  bee*  ri.in,  ever  th.  P..t  three  y.ar.  er,tic.  clai.  that  th.  .... 

•urin,  cchni^u.  ov.r.tat...  «d  .o~  th.t  it  u*,.r.t.t..,  th.  ..tor.  ^ 
•fttent  of  th.  poverty  probl«a. 

ZllTl'tJ'0"       )  *■  Ubr4r'r  of  Congre...  Cong„„io«at 
F  J!  J!  J?"?*-.  f<w'rt':  t«nd.,  c«u...,  and  cor...  (by 
*°'r*1  ^'PP'  oo.  84-9  EtV,  February  1984.  p.  1-21. 

(1) 
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n.    boh  rovtrn  15  MgASWeD 

th.  r.d.r.1  C-.c—ot  MM-  —«ri»«  P~«ty  in  ch.  ..rly  1940.. 
g*  cooti-*  .»i.t.«c.  of         p~pl.  i-  •  CU.  of  th.  Soci.tv" 
..-4  «.<™l~..    1M  progr— .tic  ..y.  to  .U.vi.t.  p~.rty 
.oo.  gmLm*  '«  — —  *•         °£  ^Uti- 

lift  rough  «•<*"'••  •«  "»  iocid*nC*  "f  P^rt5'  b"iU  °*  '0rY,T 

Mimtat  *-  «— "a>  ,p*ot  ,b°Ut  °ne"third  *  iBCOa" 

tor  food.    *  pov.rty  l~l  L«-  calclf-  by  «.i»g  ..  •  y»ra.ticK 

tn.  ^  of  ^«y  «.«...ry  to  purch...  th.  lo-«-~«  "outricion.Hy 
*.,„«."  "«<  «l«Uf4  by  th.  D.P.r«.t  of  A»ri«U«r.  (roughly  .,«iv.l.«t 
to  th.  ~rr.»t  Thrifty  Food  PU»>-    »i.  Pric.  t.g  ...  th..  -uUipli.4  b,  thr.. 
to  produe.  •  pov.rty  ioco—  thr.»bold. 

«,„..  thi.  proc.dur.  ..^  th.t  if  .  tailf  M  not  h.v.  .oo,gh  inc<~ 
to  buy  th.  lo-.t-co.t  McrUioMUjf  -a.qu.t.  .l.t.  ,   •     *«  th.t  «ou»r  for 

^  ..,«J«.    it  «.  "ooor."    Crude  .«  thi.  ..»o«ption  i».  .dju.t- 
othor  good.  «od  »«rv»c.»,  »t  «»  v*™ 

~r.  ,-4.  for  th.  .U.  of  th.  U*lf.  ~  •«  mi  <or  uh.th.r 

th.  f-tl,  Uvea  oc  .  f.r.  or  not.    F.r,  f-iU..  —  ...u~d  not  to  need 

c..h  vnco-  b.c.u..  -ore  of  th.ir  o«.d.  could  b.  -t  through  ho~,rown 
(w  product.~P«rtic»Urly  f«*.    (Differ.ati.l.  for  .«  of  «* 
for  f.r.-«o«f.r«  r..ii.««  «r«  .boli.hed  in  ««' 
found  the,  39..  .illio„--«  percent  of  the  popvl.tio0-p.r.o«.  «r.  poor  in 

1959- 

Sioc.  th.  «.rlie.t  e.tUet..  -re  ««•..  individu.l..  .g.nci...  I  —  - 
tion.  end  fW.ion.  h.ve  .tudi.4  poverty.  «»d  h.v.  foc«..4  on  nou  u 
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Utu-ia.fd  t».  i..u„  .ending  povrty  ^  it.  -..Ur.~„t.    Th«  b..ic 
<Mc*,t.,  Probl^.  „.oci«.d  vith  th-,  «d  MMrMM(a  „„.  chtng.d  Uttu 
.inc.  1959.  .tthou,h  i0  „M  p#Ucy  .|fUi-|>  ^  oo#  ^ ^  ,o  ^ 

y  ~thod  Ibr  clcuUtia,  th.  po..rty  of  inco^.  p...,,,  lhr„bold  „ 

"~  "",'U»h«  r«r  by  incr...inf  th.  pr.^ou.  y..r-.  lml  „  th,  ch<ng, 

i.  th.  Con.u«,r  Kit.  Iodt),  (m,  ^  ^  ^  ^  ^  ^ 

ty  rood  Plan  by  thr... 


*'      -""**  i"  m«  Cotie.pt  of  fov.rty  .no  It.  *«..ur.^gt 


Even  :hov«h  th.  cooc.pt.  md.rlyin,  tb.  ,mci„  m,„tmnt  of  jjfc^ 
b-  not  ch.Dg.d  .inc.  th.lr  d.,.lop^«  .,*,«  two  d.c.d..  „,„,  th.y  eontiou. 
tob.d.b*t.d.  Controv.r.y  h„  c.„t.r.d  .round  two  <,„..tioo.:  (1),*.th.r  to 
d.fin.  poverty  i„  r.l.ti,.  or  .b.otot.  u*,  .nd  („  ^„  definition  of  in- 

^  t0  °th*r  ifl         -•••'—•«  ^  po.«rty  .r.  .Uply  „,„.„„. 

or  deriv.tive.  of  th...  b„»ic  tw. 

E«p.rt.  in  th.  .tudy  of  pov.rty  id.otify  two  w.y.  t0  think  .X»u  th. 
problc;     fcwty  M0  „,  „  f#UtU<  ^  <bial||t€      ^  ^  ^ 

Ut.  .e.nd.H  -..or..  b..i«  .ub.i.t.nc.  n..d.,  but  .  r.t.tiv.  on.  mMUf, 
iftcoq*  di»t  ritxit  ion, 

Kd.tiv.  .t.nd.rd.  of  pov.rty  .r.  dir.ctly  U»k.d  to  th.  di.triK.tio*  of 
inco-.  in  th.  .oci.ty.     Und.,  Chi.  concpt,  po».rty  i.  not  .  condition  of  .6- 

«»•»  if  th.t  *.n.  h.vin,  „r-  th.n  «b.t  i. • coa.id.r.d  to  6.  «.„0Ugh  to  g.t  by." 

.  r.l.civ.  „-nd-rt(  ,C0OOBi£  grovth  tliminMt 

»<»  «<«„«,U,  r#,ue.  fK,„rty.  g  reljtiv<  vouU  b< 

"duc.d  only  if  incowt  t,,^  di,tffbut<((  ^U-Uy 
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TT>«  federal  Government  piium  poverty  **  en  "absolute"  cwcft,  uhich 
change*  only  with  iofietion.  tfcdor  thi*  *ppro#cn,  the  number  of  poor  bou.*~ 
bold*  oould  bo  **p«cted  to  doclUe  during  U***  of  ropld  growth,  ond  to  io- 
cre**e  during  tinne  of  rieiog  unee^oyment,  ropid  infUtioo  or  outright  eco- 
oomic  recoeeioo,  *ucb  of  choiecteritod  porn  of  (bo  decnoe  of  too  l«7<*.  Tno 
ebeolute  coo^nW  of  poorer  po«»iMo  tho  elimination,  or  ot  lonot  tho 

reduction,  of  poverty  without  •  change  in  tbo  dietribution  of  income. 

Determining  the  appropriate  concept  of  income  ceueoe  controverey  io  e 
number  of  public  policy  *otticg*.    Aether  it  if  for  porpoeee  of  taxation, 
eligibility  for  wolfore  benofite,  or  o.tabliohing  o  poverty  yardstick,  arriv- 
ing at  ogreed  upon  definitiooe  o^ountoblo  income  require*  miwUt  oooly.i* 
coupled  with  comproniee,  ond  in  tbo  ond  remain  cootrovereiel. 

The  current  policy  definition  counte  c*eb  income  from  earoinge,  returoe 
on  property  ond  governs  treoefer  poymente  (Social  Security,  welfare, 
ltCi)i     U  doct*  not  include  noo<eeh  employwont  compensation  eucb  00  employer- 
paid  health  i«.ur*nce,  employer  contribution*  to  Social  Security  or  other 
poos  ion  coverage;  nor  government  in-kind  benefite  euch  «•  food  atempa,  f*di- 
curt  *«d  Medicaid,  end  housing  ee.i.teoce;  or  t*A  "eKpeodituree"  *uch  a* 
child-care  t*«  credit*.  «*m*d  income  to*  credit*,  otc.    Subateottel  govern- 
Mn(  i5-kiod  benefit*  go  mainly  to  low- income  poreon*.    deluding  thorn  fro* 
income  hamper*  **fortf  to  eeaeee  the  effect  of  government  policiee  00  the  poor, 
particularly  *Uce  iu-kiod  benefice  hove  been  the  fo*te*t  growing  program*  tor- 
gated  on  th-  poor  during  the  aaat  dacada.     In  addition  to  conceptual  queetione 
regarding  tte  proper  definition  of  in  cone,  practical  i  ..uee  of  bow  to  value 
in-kind  benefit*  have  plagued  effort*  to  count  then. 

1**  endue  ion  of  in-kind  benefit*  be*  been  the  neat  frequently  criti- 
cised feature  of  mcone  *ee*ur*e*ent  for  poverty  purpoeee,    nowev*r,  other 
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features,  whila  not  io  *,U  known,  may  effect  the  accuracy  0f  the  «f»ur«» 
^tuapli,  the  income  fl.«urt  used  to  determine  (he  population, 
poorer  it  before-te*  income,  although  the  original  definition  of  ih.  poverty 
threshold  was  *ssed  on  a  tonc.pt  of  after-te*  income.     If  the  official  mat- 
ure were  besed  on  after-tax  income,  countable  incoe*  would  be  less  and  .  Urfer 
number  of  earners  and  their  families  would  fall  below  the  poverty  threshold. 
AUhou»n  low~income  families  w  little  income  tax,  those  who  work  pay  6.?  per- 
cent of  their  earned  incomes  in  Social  Security  contribution,*.  furthermore, 
income  i,  counted  as  an  Annuel  total  without  cognisance  of  period*  of  time  dur- 
ing  e  ye,r  »We  feebly  hed  little  or  d  income.     If  •  shorter  time  were  used 
for  measuring  poverty,  the  number  of  people  deemed  to  be  poor  would  rile  be- 
cause the  rubber  of  poor  for  see*  period  of  time  during  e  year  i.  gre.ter  then 
the  number  of  poor  for  the  yeer  *s  .  whole.    On  the  other  head,  the  offi- 
cial poverty  count*  may  be  too  high  because  cash  income  if  unreported  in  ceu- 
•ue  surveys  end  because  the  value  of  assets,  ewen  liquid  financial  resources, 
ie  not  considered. 

All  in  all,  many  such  aoo«aliea  subject  the  current  poverty  measure  to 
criticism.    However,  the  present  methodology  has  the  advantage  of  being  cod- 
•  iuSnt  over  the  entire  24-year  period,  permitting  aaaeesment  of  trends  and 
changes  in  trends  in  the  nmmtjer  and  percent  of  people  who  are  poor.     It  would 
also  appear  that  *  perfect  measure  probably  could  not  oe  designed. 


*•      Poverty  gates 


The  proportion  of  people  in  poverty  declined  steadily  during  the  1960s, 
from  a  high  of  22  percent  of  the  population  in  1959,  the  first  year  of  meas- 
urement, the  rate  dropped  esch  year  until  1970.     With  a  few  bumps  up  snd  down. 
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including  tho  lo-.t  r.cord.d  l".l  of  11.  i  pore.nt  in  192$,  th.  r.t. 
ti.lly  .t.bilU.d  during  .fl.t  of  th.  l*70«~»«v«r  dropping  b.low  11  pore.nt 
«4  n.~r  ri.i«!  .nov.  12.5  P-rcot.'  th.«.  .t.rting  in  1979.  tb.  po..rty  r.t. 
turn*  up,  iocro.ing  «och  y..r.  until  It  r.ochod  15  Parent  in  1982  Uh. 
Uco.t  y.r  for  wnidTdot.  .r«  aMll*l->.  «  t«cr«...  of  no.rly  on.-third  in 
ju.t  4  yo.r..    Th...  tr.od.  point  •  ..lu.bl.  pictur.  of  th.  prugr...  .no  ».t- 
boek.  in  th.  notion',  .ffort.  to  r.doc.  poVorty.    8ut  thp  ow.r.U  r.t..  t.ll 
only  p.rt  of  th*  .tiry.    Th.y  di.gui..  inport.nt  i..u...    Within  th... 

»y«r.U  .v.r.g...  tb.  r.t..  for  p.rtieul.r  group,  of  poopl.  h.v.  v.ri.d 
•ub.t.nti.lly ■ 

I,      Pov.rty  Hifh.r  for  Sl.ch.  ** 

Th.  pov.rty  r.t.  for  bl.ck.  ho.  .tubbomly  »t«y«d  two  to  tbr..  tia*.  high.r 
th.n  th.  r.t.  for  -hit...    During  tb.  24-y«.r  p«riod  for  which  w.  h.v.  d.t«, 
th.  pow.rty  r.t.  for  bl.ck.  d.elin.d  by  55.1  potent  to  JO.  3  P-tc.nt  in  1982. 
•till  v«ry  high.     In  1992  no.rly  °n«-tl»rd  of  .11  bl.ck  ho«..hold.  in  th.  Mo- 
tion h.d  ioco~.  bol*»  th.  po*.rty  l«rol.    Thi.  tigvro  i.  influ.ncd.  howv.r, 
by  ,«otb.r  ch.r.ct.ri.tic  of  th.  pov.rty  popul.tion:    Tko  group  with  th.  high- 
«.t  pow«rty  r.t.  of  .11  continu..  to  b«  f«.l.-h««t«»  hou^jbold..    Thi.  i. 
l.r«.ly  b«c.u..  «o«.o'.  ..ming.  ov.r.g.  .ppto*i«.t.ly  40  P«rc«nt  L».  th.n 
„.„',  .od  b.cu.«  thoir  .v.rM.  r.t..  of  p.rticiP.tion  in  th.  l.bor*  fore.  .r. 
lB«r.    Sir--  .  didproportion.t.  »bW.  of  f«Ml.-h..<U<  fomli..  .r.  bUcfc. 
thi.  f.etor  incr.«...  th.  incid.nc.  of  pov.rty  ~ong  block*,  tv.n^.xcluding 
th.  reUtiw.ly  high  proportion  of  bl.ck  f«.l.-h..d.d  hou.ohold..  th.  pov.rty 
..t.  for  bl.uk.  i.  .loo.t  doubl.  th.t  of  whit..'.     13-0  p.re.ot.  co-p.r.d  to 
9,  J  parent . 
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2'      5»«  »"*>«r  of  Poor  gld.rl*  Continue  to  n.ol.n. 

«•  ir.-t..t  ,ucc...  i.  r.o,ci„.  th.  f4t,  of  gcmtta4  ^  ^ 

tor  oth.r  -.It..  rt.  r.t.  h-  dropfNK>  by  „M  tfl  u  <  HrM>(i><t  tlis>ttir 

Ch*n       °V'r'U  *         «*-  -  m  th.  ri...   UtkM|k  ch. 

~-r.ll  po*.rty  r.t.  ri.i«,  i0  |9fy  i8d  by  „M  h-d  ri>--  ^  3J  ^^^^ 

th.  poorer  r.t.  for  ch.  ,id.rly  M<  .c..dy  «  .  r.ts         u,  low 
Thro.  »fa  re0uc.d  ^rty  £h#  M#d.    ^  s<cufUy 

»r~  r.pidly  durin,  eh.  .otir,  lf7fl>  4od  ^  ^ 

th.  Suppled  S^cuoc,  Inco-  (8SI)  provid...  hy  U..lf,  . 

of  incon.  .l„o.c  .t  lM  TOfy  Jwl  fof  eld<rly  ^  ^ 

r<Pi41"-    AUb-b  <«"  pov.rcy  r.c.  for  ch.  ..d.r,y 

coccino.d  to  Mlm  in  th„  f4M       ri,in<  wy         ^  otb#f  ^  ^ 

th.  r.c.  of  po*.rcy  h„  r«Mio.d  hifh  £or  ,(ed  p.rf0„„th,  v>ry  oU 

th.  «ld.riy  living  «lon«,  .ad  .ld.rly  bl.ck.. 

3-      Fov.rtT  A«on«  Childr.n 

th.  po«rty  r.c.  ,«  chiUr.,  h„  coa.iitantlr  ^  ^  ^  ^ 

"  tXU  '"^  "ion  i«  »•»«.!•  tfl  1982,  ov„  On.  in  fi„  *iUr.a  ^  u 
r**r.  (21.3  p.rc<Bt)  „„  ^    ^  r<t<  ^  ^ 

H  p«r«,.t  hlgh«r  thw  it.  13.8  p«rc.at  lav  point  i„  i969. 

Th.  poverty  „t.  for  childr.n  in  f^U-he.d^  ho«..hold.  v..  met,  high.r 
(56  p.rc.nc,  c».o  th.t  of  childr.n  in  „U-h..ded  f*.ili..  („  „c„at).  ^ 
«r~th  ir  the  ou-b.r  of  f«.l.-h..d.d  f-„1(1  c<^inm>  Wlth  th.  „igh  lncld„n£9 

°f  P°V*tty  -«*  f"»ili"        h«1^  to  „.«p  ch.  pov.rty  r«.  for  childr.n 

hi«h.     Sine.  l959,  th.  proportion  ot  chUdf.n  Hv.ag  .o  lmMMM  tmn.a9 
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be*  oore  then  doubled— from  8.9  percent  io  1959  to  19.4  percent       1982,  In 
1982,  every  ether  poor  child  lived  in  *  teaale-heeded  feeuly,  compered  to  about 
one  io  every  four  poor  children  io  1959. 

The  oore  recent  iocreeee  io  the  incidence  of  poverty  eexmg  children  bee 
been  the  reiulc  of  more  tuo-pereet  foojiiie*  jo'iiog  the  poverty  renkf—  preeom- 
ebty  ee  e  revolt  of  the  rece»oioe.    Childreo  io  two-parent  fawiliee  accounted 
fo*r  about  70  porceot  of  the  iocreeee  in  poverty  eewug  children  eince  1978. 
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m*     CAOSES  W»  LEVELS  AMP  THEJfQS  g  pQVEKTT 

*«  i.  tru.  for  .11  cc^iccd  .oci.l  p^„,,  tb.  C<K>8„  „f 

.uch  en  nnnly.i.  i.  to  th,  ,0„rc„  9f  .oco-e  ^  ^ 

*>*.rty  di.«..i<m.  often  $i„  th.  vspre„loo  th„  cbe  povmy 

eion  con.i.t.  of  th«  ...  p^U  fro.  y..r  to  y..r.    Mor.o^r,  r.porfd  y.Jr_ 
C.W  ..ri.tion.  hid.  .^.u,  0tt^r.  of  t„,  ^  p<,puUtioo<  ^ 
no*,  into  end  out  of  pov.rty  over  e  period  of  reer..    Uceatiy  r.Ue.ed  r- 
port.  of  taHWW  .todi..  C0nduct8d  o,  ch.  «nW.ity  of  nicni.en  <r.oal 
Stud,  of  Inc.  ^ic,.  h„.  i0diMt9d  thjt  _r  ^  ^  be^tQ 

196'        l'78'  "  — '  °<  -  Potion  ».  poor  et  l.e.t  cue  of  tho- 
T.*r..    Ab<Kt  on.  percent  of  tn.  populetion  „„  p«or  ttle  gotir. 

end  .sout  fi.„  parent  uer.  reports  ^  in  fi..  out  of  ..,.„  y.„. 
.tudie.  identified  th.  principal  ceu.ee  of  w~„t.  into  end  out  of  p^.rt, 
«  chen,..  ia  tmil,  coapo.ltiw,  (<jivorce>  Mrri4ge>  biftb  of  m  cbud>  ^ ^ 

cur.  of  .  child,  or  th.  Mtr.nce  of  eoditionel  ,e.ily  ^er.  lnt0  tho  wfc 
force). 

lo  Edition,  durin,  th.  p.riod  und.r  .tudy,  p.rfor»eoc.  of  th.  econo^ 
end  the  of  .ov.mnent  tren.f.r  pro.re-  hart  mtMui 

h.».fit..  end  n^„tlJ  h^.fit.,  .„  ot  M  h.Ip  d.(<niia,  (h,  ^  #| 
th.  poor.  in  d-o.mphic.  end  ti,i„,  .rranitmni,  jUo  fif|>f, 

in  explaining  p«ft  poverty  trend*. 
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A.       Iffttti  of  Ch«ni*>  io  the  Sconoety  on  Earnings  of  the  Poor 

(Hi  che  surf see,  the  treed  in  poverty  P*9t  *4  clOMl; 

condition!  io  cha  ecofiosry  during  thee  period.    The  rapid  economic  growth  of 
che  1950*  end  I960*  boosted  che  standard  of  living  for  ell  As**rtoeos~~ low  io~ 
com  ee  well  as  big*  income,    Sioce  che  officiel  measure  of  fwty  is  "abso- 
lute," rising  productivity  pushed  op  standards  of  living  ecr>ss  th<  board,  end 
the  there  of  che  populecioo  lefc  below  che  poverty  lioe  declioeo.  However, 
economic  scagnecioo  of  the  1970b  halted  che  decline  in  the  iacideoce  of  povercy 
leel  wage  growth  woe  negetive  **  d«c**«  overeil,  eod  reel 

family  median  income*  eUo  declined,    The  proportion  of  families  in  poverty 
toteled  about  the  fee*  near  the  end  of  the  decede  a*  it  wo.  et  the  beginning. 
Then  in  January  1950,  the  economy  began  a  decline,  which  after  a  brief  reverie 
dropped  into  the  wont  downturn  fince  the  Great  Depression.  tU*' 
the  rete  of  poverty  roee  markedly. 

g.        Government  Transfers  and  Elderly  Poverty 

The  rete  of  poverty  for  the  elderly  showed  a  dramatic  decline  over  the 
24-yoar  period  for  which  tuch  data  have  been  tabu Is ted.    Fro*  >*.2  Percent  in 
1959,  subetentislly  above  the  rete  of  other  persons,  the  rate  of  poverty  for 
the  elderly  has  dropped  steedily  until  in  1982  it  reached  14.6  percent,  ebout 
che  see*  aa  che  overall  rete.    The  growth  io  Federal  Government  transfer  pay- 
Mats  to  the  elderly  is  the  primary  reason  for  the  general  decline  in  the  rete 
of  poverty  for  the  alderly.    Other  sources  of  income  for  the  elderly  grew  as 
woll,  particularly  private  pension  benefits,  which  have  incrsased  rapidly 
since  the  end  of  World  War  IX.    The  Social  Security  program  itself  had  the 
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M.U.  lscrMMd  tfw       oftir<  ^  ^  ^  ^  ^ 

— .,   To...  ^,  M  _  35  -UUpn  ^  ^  ^ 

™«  «»«jor  iscrMitt  in  Social 

Security  C«.  ..  M  f,(ult  ,f  t|(-  following; 

l'  2^-^i5£8JsrJ5lr  ? ,96* 

fro.  f.lUo,  into  ^rty/Tth"  tk"pi"« 

in  v.,..  f.iitd  to  ^tcTIncrt-^       d««ior.t.d  i.cr.a... 
tU.^old,  tied  to  S! 7p     ,r       l"  Pfic8*'    Th«  J*"-«7 

•  cooo.y  fro.  1980  to  1962  lo7£  P°V8rt^  »• 

PO«.rty  ««biH»«d.  v*ila  th«  »««*or  of  .ld,rlf  io 

io  «^.^  f-iU...     Th«  ^.tty  m.  fot  a.i,4r..  i„  .och  tmlu„,  al. 
c^H  ooio.       o.ocon  Cl^d  53  _  f_  m,  tfl  19gJ_ 

13  Porcoe.    th.  ^  „,„  for  chil^o  ^  ,_u^ed  fTOUl.<(  ,lv-yf 
Hi«o,  ro„  15  ,>.rcttt  in  th.  atm  rM<biBj 
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The  1982  rate  of  poverty  for  female-headed  familiaa  va*  nor*  than  two 
And  one-half  time*  tunc  of  all  femiliee.    Of  all  children  living  in  poor  fami- 
lie*,  52  percent  were  i«  female-headed  femilie*. 

Although  female-headed  families  no  longer  ere  the  fa*t**t -growing  pover- 
ty group,  their  problem*  **em  to  bo  the  mo*t  intractable*    for  many  of  the*e, 
particularly  tbo*e  who  rely  oo  governmental  trenefer  program*  for  tbeir  beaic 
eaateneoce,  even  e  strongly  rebounding  economy  could  not  be  expected  to  pro- 
vide ouch  help.    Of  the  3,2  million  female-headed  femilie*  with  children  in 
poverty,  ebout  helf  get  mo*t  of  their  income  from  income  transfer  program*. 
Except  for  Aleeka,  no  State  provide*  e  level  oi  a**i*tence  through  it*  Aid  to 
Femiliee  with  Dependent  Children  (AW)  program  which  take*  teat  lief  up  to  the 
U.S.  official  poverty  threshold,    Xn  feet,  over  the  ?**t  10  year*,  the  reel 
level  of  AFDC  a**i*tance  he*  declined  a*  inflation  hae  eroded  purcbeeing  power 
f  AFDC  level*,  which  are  decided  by  State*  and  leek  automatic  adjustment,  for 
riving  price*.    In  *one  area*  the  decline  in  purch**ing  power  ha*  cut  the  reel 
value  of  the  benefit  by  a*  such  a*  one-third.    For  example,  in  New  Tork  City, 
the  maximum  benefit  level  for  a  three-peraon  AFDC  family  in  September,  19&3 
i*  5515,  compared  to  $766  (in  July  1983  dollar*)  12  y**r*  earlier.    Since  food 
atamps  do  out  count  a*  income  for  poverty  purpose* ,  adding  the  value  of  thi* 
indexed  transfer  program  ha*  no  effect  on  reducing  the  eumoer  counted  a*  poor, 
even  though  it  reduce*  need  among  the  poor* 

The  recent  cut*  in  the  budget  AFDC  axe  likely  to  have  depreaaed  che  in- 
come* of  feo*U-headed  femilie*  in  poverty.    The  new  AFDC  r«le*  prevent  *ue~ 
tained  «e' 'are  aeeietance  to  fsmiliee  (female-headed  or  not)  who  have  earning*. 
The**  change*  *l*o  reversed  two  decade*  of  policy  concerning  aaaiatance  to  the 
poor.    Since  large  numbere  of  family  heed*  work  nearly  *«U  *»*  y«t  «re 

unable  to  earn  an  income  e^ual  to  the  poverty  level,  AFDC  a**i*t*nce  had  been 
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~l».r.  cue.  tt«  hijh  UvtU  of  ^  iccrtn.a 

di.mcenti*,.    Furth«r«,r.(  the  b«U  mlttr.  „„.^  , 

P'"at  »^  *<>  '-f  —       «...  eh.  m  prog_  _ 
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iv.   pkofosau  to  tgoocg  gggg 

0..  deciding  cooclo.ioo  of  «,  —Ifi.       P*""T  i»  th«  fluctu- 
ation, to  «co«o.U  V*  -  th*  """"  0<  ,UCb  h"d'hll>' 
tti.  condu.ion  i,  .upport.d  br  «.ly>«  <><  *•  '  *«  dUri°« 

M«  20  re.r.      -n  ..'by  pr-U-to",  ~iy...  <.£  th.  -f  «- 

rMM,U..    throve  o..r.ll  fi.-.l  pUd*  JMi^i  «•  »— «•  «">Wth' 
'    th.  Coogr...  h..  t.k«.  Ml*,  «  «iU  ta^Wt 

of  p.opt.  in  poverty  ,.«d  -ill  f.cilit.t.  -o«-»t  out       poverty  through  HfNi- 
.4  .nd  ...ntog  opportunities  to  —Uto..  *»  Coogre..  h..  r.cently  — 

octed  -  new  pr.gr-  of  Job  tr.into,  co  ...i.t  poor  m+  to,-.,.  " 
their  -ork  .kill*  »»d  enh.oc.  their  ..ming.  e«p.biliti.«. 

Ch.nge.       th.  inc~  t«  to*,  could  »cr*M  .<«r-t.«  Uc~.  of  tho.. 
U  poverty  -ho  p.,  Un.  t«e.  -Uhoogh  it  »uld  not  reduc.  th.  officially 
„„,ured  »u*b.r  i.  poverty.  ^.»«  "  °"  inC0*" 

income  .nd  payroll  t.,e.  MM  l—~<  «*-  •»  "  "78  "  S"°  U 
Wi,  for  .  f«ily  of  three  with  <™.  .,«.!  to  th.  pov.cty  t„r..hold.  mi. 
f«pr..«nt,  .  incr.a..  in  t«e.  fro.  0.7  parent  to  J.J  P-CC..C  of  inco~.  .nd 
colt,  parti,  froo  to.  .«.«  of  inflation  adjust.  ««  tho  thchold  it..lf 
to  tec  of  .ggc.g.c.  lo..  per  doll.,  of  benefit  to  poor  taxpayer.,  th. 

t„o  «g  effectiv.  tool,  to  r«dUCe  Che  C«  burdeo  «  th.  poor  at.  th.  earned  in- 

Cf.dit  (end  .nd  tho  t.co  br.*«  »~unt  (ZBA) .    Th.  EITC  i.  ph..«-  out 
tor  inco~,  above  glO.000  therefore.  .11  of  tho  benefit,  fro.  Arcing  th. 

credit  go  to  poople  vUh  incO~,  below  th.  pH...oot.    The  -die  i.  .v.il.b!. 
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th,rofor«,  it  oot  - 

r.i.o  th.  tw  „ery  fof  ^iwuM 

-  .o  Co  ch.  :„P.r.r>who  it„iM  ihfi( 

—  _  _  »  t  '*  *»"t*«r,  o4rri*<J  coopUf 
r.c.tv.  th.          2U  r.,.rdl...  of  th,if 

therefore,  it,  too  it 

«  v.ry  Sooc  wr  of  providia,  „tr,  rtlia.  ta  . 

r,*r  '«■"*••.    Sinbl.  i„ 
cr«...  i„  th.  ZSA  would  b.  «.d^,  to  r.i,.  th.  t„  ,  , 

P«°Pl.  *nd  Mrrioti  couplo.  to  ,h.    . 

'        °  »~»  <«  ".000  Lcr.M.  ,or  >fagU 

»«r"«d  coupl..  to  54,800) 

Subft.nti.l  iacr.a...  in  th.  «r.««-i  - 

th.  t„  .  ^  '%n>tl°°  *  "-c.-ry  to  r.i.. 

Ch.  c«-fr..  locow,  u„#,  f0f 

_  Up  to  tb«  <~*««r  Lv.l  fo,  tho*. 

-«,2,0oo.„dit,o.r,,600  b.t_five..Bdii_ioo 

:::  '™     ^  — — - — «• 

-  «  _  to  t,ir  ,m  _y  ^  #f  th<M 

-  ~-  -  ^  ,  ^  of  e,  f„o,  botu  ^  _ 

0th«r  optiooi  lot  roducina  oo»«rt. 
through  exp.nd.d  or  o.tcor-t«rMt-H  i- 

:r  - — - » -  - :t 

*rv  ajtur«,  cr„ce  dtiinc.otives  to  wrk 
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f-ily  .t.bility,  .lthough  tb.  .«t.ot  to  wbicb  thf.  b.ppw.  i.  *»cL.r.    In  «y 
.v.nt,  tr.d.of f.  ~.c  b«  -<»..    V-lu.  judg^ot.  .lti.at.ly  d.t.r«io.  th.  d..ir.- 
bititr  of  inco-  r.dv.tributioo       a  n.tion.l  goal.    It  i.  b.yood  th.  .cop.  of 
thi.  an.ly.ia  to  e.tiwt.  tb.  budget  co.t.  of  tb...  propo..!.,  «*  tb.c.  b*. 
b«.a  no  attempt  to  a»»igo  prioriti..  to  the*. 

Cb^«..  in  th.  dwogr.phic  co-po.ition  of  th.  population  .l.o  «Ul  cooti«». 
to  .ff.ct  wh.t  h.pp.n.  to  th.  po«rty  popul.tioo.  If  th.  growth  r.t.  of  <«MU- 
h..d.d  f-ili..  do.,  oot  d.cr.....  th.ir  nu-b.r.  -T  ""P  .ffort.  to  .11.- 

vi.t.  pov.rty,    Further..        tb.  popul.tio*  .go.  *.»  U*..  long.r.  th.  ou*»r 
of  .ingl.  x*~n  over  .g.  75—  group  vitb  .  v.ry  high  pert,  r.t.-*ill  incr..... 

go*  p*..ibl«  ch.«g«  io  F.d.r«l  trao.f.r  program  would  provid.  .dditioa.1 
in«o~  to  t...  poor  but  would  have  no  .ff.ct  oo  th.  por.rty  r.t.  -...ur.d. 
C..b  tr.n.f«r  program,  .ight  b.  incr....d  to  provid.  '.ddition.l  inco-  to  c.r- 
t.in  group.,  but  if  ca.h  b.o.fit.  -re  oot  incr....d  .oough  to  bring  th.  poor  up 
to  th.  officii  poverty  thre.hold.  th.  poverty  rjt.  would  oot  b.  r.duc.d,  .1- 
though  the  "pov.rty  gap"  would  b.  narrowed,     further.,  if  food  «~P  b.o.fit. 
w.r.  increa.ed,  neither  the  official  poverty  gap  nor  th.  pov.rty  r.t.  would  b. 
affect.d.  .inc.  food  .fp.  ar.  not  couot.d  a.  ioco^-.lthou.h  th.  poor  cl.arly 
would  have  -or.  di.pa-bl.  i«KO~.    Thi.  i.  oot  to  augge.t  that  th.  C*ogr...  may 
oot  „,„  to  con.ider  ,uch  cb.ng.a  a.  being  -oat  helpful  if  r.ducing  the  n.od. 
Bu:  th.  current  official  poverty  M..ur.«  would  oot  r.flect  auch  cnange,. 

Additional  .pending  far  ttao.fer  program  would  have  th.  gr.ate.t  effect 
oo  redocUg  poverty  if  directed  at  ap.cific  group,  of  th.  population.    For  ««- 
»pl..  increa.e.  in  aocial  benefit,  for  unremarried  widow,  and  widower,  would 
target  additional  income  to  a  group  of  the  elderly  with  .  high  r.t.  of  poverty. 
In  addition,  the  Federal  SSI  program,  which  .Ue.dy  provide,  income  .Imo.L  up 
to  th.  poverty  line  for  poor  elderly  couple.,  could  be  liberalised  to  gu.r.ot.. 
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*****  o«t  r«4uc«  tht  offici-i  ,  ^ 

....  wrl_  h  tM 

~T  •  h- — -  —  -  -■  *~.  ...... 

»•».<«.   to  Ch«  Mould  >a  to  (h. 

— ,  aMv  ^h  

*****  to  earning*. 

Even  sort  controv«rti«l  w^td  t»  Dfrtftrt.., 
»-  th«M  progr^  or  <or  thrw> 

"•4i  of  th4»  »ort  vftidi  have  h«eo 
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„o„..4  in  th.  p..t  includ.-.    .  pro.r-  of  chilW.  M  * 
incc-  t«  -hich  —Id  pro.id.  b.n.fit.  «hrou*  th.  t.,  «.  -U  «-  P-< 

f.Mrdl.M  .1  h—hoU  cpMitU.  or  .ourc.  of  toMM.  -«  •  "f"— 
St.t..  ..C.Mi.h  .«  AfPC  incc^  Moor  th«  -old  f^M.  .11  ^ 

thc.hold  («o.t  tik.ly  lowr  th*.  100  p.rc.«t). 

IO  ^ty.  th.  cent  .co«~ic  r.c..«M«  ~»  ««  *  'O^1 

pco,r~.  h«v«  indued  .  ,L.  i.  th.  r.t.  of  p-.ri,  i.  th.  Unit.*  St.t... 

Cootiou.d  .cono-ic  r.cov.r,  could  b.  .«p.cf«  to  rrli."  th...  condition,  for 

f0O.  of  th.  poor-tho..  .bl.  -d  uillin,  to  ~r*.    Ch.o^.  i.  th.  inco-  t« 
Uv,  could  b.  d..i,n.o  to  i«cr..«  .ft.r-t.»  of  th.  poor  *o  h...  ..ro- 

in...     por  tho..  „ith  no  do.,  .tt.ch-.ot  to  th-  work  fore,  ioco-  tr.a.f.r 

9t9%tm  incr  could  b.  dir.cfd  to  tho..  -o.t  in  n~*.    Ml  -ch  flic, 

ch.«M..  I—  to.  r.li.f  or  .ocLl  ~lf.r'.  .^H   — " 

put  .ddition.l  pr...ur.  on  th.  P.d.,,1  bud„t  d.flcit  -d  ~vld  b.  d.cid.d  oo 
«  eng.  of  ground.,  nom  b.yond  tho.«  di»cu..«n  h.r«. 
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^  to  wc«w<e  amcd  HKame  m  t|» 

iWw  rftcu  10  W  rtK^cd  ~«»  (Of 


*        'W  «**•  «  Nr.*,  J(  h,h  f,J. 

( MtMM  MfnHMM  oT  pag^t  loo*  pb«r 

torn***  then  wpmu4  nomm.  f<rt,lrt,  ruin  olu..^ 
»  m  ariy  l»T0»  >od  tu>«  fcrmjuxrf  |„».  \,  j 
**gy  toMdMW  "»  4nrm).  rod  the  frxiKM  <x  um- 


m**(po*crty  h»MKmHtcthMtf$9t$Mftmmpocf  m 
mttmmtkM  mgood  VM(t(tamtfykwmab9mmmi 

^te^m  ^  ^.apr  |x#cn,  ^.ii^, 
ttettgw**!*  F«'«N<*f  P«wr  Md  «rjT  pom.  aM, 

J^j^  ^  »W  ******  pewfy 

M«  Paw  <«y«d  {(uim  wHTtJfei/o^  10%  m  fa 
?S!!*! #"»  ^  ^  «  2-5%  twcycMc  , 
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 i  lumfciTtt  «m*pe**«"  mm  poor 

erftoafl,n#Mmniadn«m*nnd 


uiannmrrtTf  Fortkef.  tkem  iranater  p«*F»m» 


m4  Remonat  |\mey  Gewm  CW*>  Sue*  program*  tf 

to*  nS  ms**  ~»"  f»*  ******* 

ITZ  ohm  tkey  mm  »  im*  *  School  oV 

♦eg ragalKm  program*  wore  *****  ««,Uf 


«MO  nrg*  tow*  *«^) 


«at 
that 


4emm*ent»MKo         Sd***  ^^^^^^STZJ 


Tke  bmW  mom  too  tod  aeVerne  efnett  on  the  economic 

mem^jn^mn^mrfrnmofnoV-^ 

be*  kmc  been  nnder  premw  to  p*  of  having  CteWfTW. 

^  f>wrr  ^aaeo  who  ckooai  »o<berhood  oftc*  attempt 

[j  L uiwfin  thr  e  <***~  -A  a  ink.  Mama4*trnm* 

are  b*k,  dmw  *  fmmjent.  i**4*  frc' 

^J^^^O^^^KIHCPf*^^  ronn 

«STUcp  ike  fw*h*t»  of  tto  toby  koom  arc  ready  for 
ttttmmMr  they  mfl  be  m«»fted  by  the  innck 

mcvftfy  tyrtem 

At  the  prmeat  time  nomograph*  change*  *re 

fer  HK«z*tfeT  tkaine  haw  otoanwntco  -  '«r*ef  pro»w 
TJT^m^Mt  at*      beaded  by  ike  young.  «*  c* 

Sf«^o^«^y^^  ''<^^*£ 

htw  Oxmn  Out  inco^akty  within  H*^  oeniegrap** 
^  nonaged  mamed  men. 

ratiKHi,  mentality 

creased  the  ratio  of  the  earning*  of  tke  rf 
dclcrfy  to  them  of  prim*  age  ha*  folk*  " 

At  the  tarn*  t«»c  that  tbe*e  bomeko«  trend*  have  toe* 
taking  piace.  hrfts  of  popoUwon  on  a  targe 
been  occurring  The  rut**  >  oWe«  «d 
have  foe  *tev»de>.  heen  B«*«fom«  *  kttof  ihwr 
poiHilJtKm.  ctn^ment.  -nd  -«i#«ry  w  tbc  e»p»*«W 
iulmrte  tu  rv>.  f^-gtv*.^  ma«**tafi  *****  m 
the  Soulh  Kiw  rfvome  peopk  Uf^y 

bUdn    h»*e  tno«d  from  the  f«t»»  Stwih  u> 
tan  «rcas  «9  the  North  artd.  moff  recently.  io  l^t 

Thoe  m»f  r^RHi  patterm  Ka*x  had  twh 
and  tav.il  i*pe*U  t»wt  ha«  greatly  compwm>ed  «nc 
tffjio*  on  o«f  c«ie»  0«e «m*ni*nce  ha* t«*«c^~ 
attention  io  the  m^Kratio**  fof  m^Mioi* 
proofed  yrhiio  proffim*  **eh     the  ghetto 

onCiMl  D»*o<tkfv  ( and  the  caiJ  foe 

pragyvm*  in  ctMfj  citie*  .«ocd  by  the  Pre****  *  Urt*" 


*^TiuHrtZr  —  '  fWA^eJ.q^Mifor 


ltl)||l)M  n  T  „  , 

^  ^  m  Winters  f^^^.fTl^^ 
^  me  ffM«J  «MiMn«>  by  keow-  15%  and  25% 

^wuiNinlly.  both  among  men  in  geneml  mm 
^  ^^i1L»,cal  tea.  tcmrn  from  the  *a«  fmn- 
n>(  and  f»n«  «m«n«»  hy  J0%  m  40% 


WW  «if  rtnr  pnmf  ? 

We  ha*e  «gje-ed  that  te4ncticm»  m  pme*ty 

ha*e  been  attained  prmiaftlT  ihsw#  g*»wtb  n  <«  *^c 

^  cfcet  wio*  of  gowrnmem  iramler  P^^La<*  « 

progw  « redoemf  pmerty  ihm  f^fro^^2 

aamx*  make*  X  m*fwnai*<  lW  «»r»f^ 

^^l^tobepWT^5h:?^ 

acter«tic*  of  tbone  trho  wem  poof  before  irnnrfer*  » 

1976 

Ttoe  group*  are  mm  hheJy  »o  be  poor 

1  7*r  ngrrf  Almom  half  Ihe  pretmmfer  poor  th*tn 

m  «r  m«c1*  rt*  aged  are**  «r«ted  to 
«oup  *ho«k*  oot  be  regarded  a*  a  labor  market  proWem 
Indeed  tlwv  -»fc  no  kmger  e*en  i  tramfer  pol^  mobkm. 
,n  the  wn*  tkjf  ^mI  ^ ********  *K«»nty 

jncomr.  food  Mamp*.  Medicare.  ^  Medteaid  oo*  pro- 
vide mftkiemly  generom  be«<w*  «  mow  jM  the  Jged  re- 
^emng  them  o~r  the po*eny  h«c  < The  change*  new*' 
hfoogki  nbom  by  cnt*  mni  mrft*  m  the*e  program* 
may  change  the  ftfuation  drmticalry.  a*  may  rm**ng  the 
retirement  age  for  wctal  *e;«rrty  ) 

2  The  ******  Next  to  the  aged,  the  d^^^T^ 
the  Urge**  group  m  pretr jo*fer  porem  Tke  lAcft^odof 
tigjHkcam  numhen  of  ikm  «capmg  pomty  thrtmgk  c* 

tatnd  cm(4oymei>t  may  mH*ate  the  pure  tramfer  tmnkn 
m  tome  case* 
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<*J^*^™»  ******  refects  (be  praerd  ^i^. 

tr*o*4Vr*  to  emptor*  «M  potentially 
«*f*>yab*e  pet***  *4t*tf  u, thai re*w*oax*»  the  defer 
°»  P*t  of  ibe  current  jrfmi*suo4x»  u>  re 
<*ee  fomnment ' s  role  to  pro*  ****  for  t  be  *****  of  rf» 
«wr»  Ahbesjjh  lea*  morvv  «,U  be  jtadable  to  acconv 
pfaso  the  poo*  of  the  *r^m.  mac*  can  sttti  be  done 


^■-ct^r"  Mid,. 

pwcror  ben«*s  from  Mtraptosmrm  toem- 
f***l  father*  Aft  mc%*fc  fbr  *MX  bene**  ;4 
*ff:  E7*  *  »^  they  -ftd^rNc.  part wfwioo 
baabeenbw  ^i5*ie»%."TWFo*d&emppra- 

^ c^ »l*«»*d Ml  |97|.  |f74,  Md  Ml 

WT.  « fee  sofa  momh  manrteiw-c*  pro*™  »fm  »  of  • 
wr»iMw«eniU  cowarsfr  mcMnc  wtnci  fjmiUe*  w*h  ■ 
•wmnf  MMtv,  wee*  oeofts.  **d  chtfc*e*»  covpfc,  • 

Wbde  some  tow-escows*  imoJif  do  *ot  rewire  say  assist 
"*  ^     a  mofcttudc  of  programs  ad* 
^  »"*  ******  *c*CK*wrt%tmkcrm><x>. 
<*>*ct*rx»  or  operating  procure*  The 
"gf"  *—**r**m  has  c*Med  pwN*  atteetioe  i„ 
<mrU*  letwocn  Socttl  Secunly  sod  SSI  *  more  Mna> 
mg  csampje  *  the  cdwi^  trf  dinbthty  Over  &0  p*Nic 
WW***  preMMly  provide  fHiAcetkm  sgjtnst  the  r»*  of 
<«wNmf  HJne«ormpr*e*«  ihc  form  of  co*h.  *r>***,of 
MrMaiie.  •  Despite  (bn  rroWcrjf^  of  ptiMtc  programs, 
•pcroowetafy  JQ%  of  the  **ugcd  disoMed  reroamed 
poor  m  1977.** 

^v  Tbe  adwju*cv  of  wcul  worn*  hcoeSts.  food 
*#mP»-  SSf .  and  j  number  of  other  profr«<m  depend*  on 
ibe*  being  hefcod  to  'he  CF1.  «o  (hot  fhet  rise  with  (he 
«*of  living.  Not  on  programs  are  *fcW  however  Rc. 
c*ntj*.  ibe  odmoo^  of  the  *FDC  system  has  come  yndcr 
dowctwootwa  Mou  ♦!  Jfe*  refer  to  the  oflcsnJ  pmerty 
tnm  when  setting  Mp  the  m*Hm*m  standard*  the  poor 
need  re  order  lajei  b*,*  but  lit  1979  <*iy  i*q  w 
{hew  MAfHUrxk  m  or  4hi*e  ibe  pe«rt>  hoe.  jnd  *  no 
♦i Jie  »m  the  mjximum  SrrxSt  j*  h»#h  Jt  t he  po*cri v  hoe 

iDmrwrtcdtfjrl.er.ooU  »»U  jj.l^u  jrr  AflX  hew- 
6l* MKftried  for  lOere^ to  m*i  .rf  |ninF  Oier  i fw  U,t 
Ihe  real  xMvcs  of  \r  fH  ^  Mundunk  jiw  pJ% . 
niewt  levels  ho»«,  oq  jvctjjk.  beea  crwkd  o>  w8jikh»  hv 
:7%  ***  n*  rt»oearvcl>  B>  fhe  ^fmw  itjndjrd  of 
*oVs9oocyt  A  MX'  folk  »hori  ^od  Lr  fe  diffe  re«cr*  >n  hcne- 
W  level*  cuouoar  to  c%tu  ovro%i  %t  jt« 

i^ttubtJtty  PiiimjieioftfVpuriaipjuwfjiciofH^ 

rt>7  e<fwrf  75  %  for  ofll*  i**  pr„,TJf»„  U  fx  ^d 
cjrewt Greater  properly  tot  relief  U  rebjtr  oo  the  m. 
f***  u*  «f  the  propent  us  pjid  b*  »oox 

>ow  tocoae  fro***)  for  AFDiM^ptovod  Fjlhen. 


tW  fM»«  15%;  for  e«periii^jitoJ  how^  oJlo%o<i«  « 
^>9ty9^  «^45%;fc<to^^^ 
*™*  #%   In  cm**,  ptnkiptiwi  onhfoldnf 

^^^IJ^^^^*  •  The  pn*to»  of 

PJ««po*i09«#*»rtyf»^ 

■n*  act  wirt  a»»y  Iwiml  t»cc**» 

<0(*«r»  U I'MiUMteraf  « «oa»l mHtt orottnm. r*. 

two.  M  M  wort  MMMM  i»»  C«KW  of  Jkwd  -tUfMul 


""tywrtib*  problem.  As  mtkol  oo 
^o^fe^orrw/wi  Ahho^.osioeiitiooedcorlie/,60^ 

SlifLSf  7"  ?%     *  ^ 

**o»«  «orfc.  hare  been  the  *#Vct  of  o  loog  natomg  de- 
twe  Both  eco#o«MC  theory  sod  commoo  four  «j*e*t 
lh»l  eo*h  poynieofs  coo  induce  fewer  wort  effort  Theoe 
<t»wctiut+o  coo  rocreose  poverty  sod  «o*Mfftr  »,  ,he 
**mc  Ume  ihM  ******  Wmeats  docfeose  them 

&i^e*ho»e  rwofcd  ( hot  wort  effort  n  od»md,  4f 
ected  by  worfiwl  is*  rote*  oo  eorood  toco**  Moreover 
^re*poo*^«e*s  io  ui  rote,  of  «ro*j»  currentry  jided 
wostoy  therrjo^proirtsts  the  ofod.  Hubkd,  tioole 
parents  (he  |toof,  the  ooeraptoved  is  tthsioeiurJJy 
rf4ler  thoo  (hat  of  aWe4toihed  ecptoyed  owmed  meo 
7*  h4V*  ^  r<^  6^  «P«'^>  m^ed  meo  Irvirto 
Jbo*e  ihe  po»cm  Ur*  <M4rr»rd  wtMneo  jlw  ♦oo  (he 
jffkHirtf  ol  W<H  ihe>  do  moch  more  readiU  mi  re- 
*p*«iw  to  *Jtutnm  m  she  u<  Tjfe  I 

Ci*<n  ihe*e  ^rono  chu;***™  (he  impucts  of  u» 
rstev  fhe  fhgh  etfevfne  rjic*  iivwfpurjied  wu>  the  oo- 
*  irti-omr  Mipparf  <>ueoi  (j»te  oo  oew  ^rkswr  It 
n  estimated  ifcj'  income  trsosfer  programs  rodvcod  *$< 
pmu  Ubor  utppty  m  fhe  bie  1970s  by  jboot  4  per 
>eor  "  The  perveot4|e  redwiiwn  m  totsJ  eeooom»c  actrt'. 
«♦  be  ire  ih^u  4  s  1 ,  howem,  bowse  reeipteot 
earmo|s  are  *eJl  hetm  the  U  S  ittrip  tor  oil  iMkm 

f/rrrr  ^  im^r  In  recent  yesrs,  a  b/fe  numi  J  re- 
searcher*  hj*e  eof  aged  mi  a  *pmted  debate  Oirr  the  *0ool 
tecum^Mnog*  oe«o*  "  Fhe>  bmv  reached  few  Inn  co#- 
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«*f  ifc»  vkM         ***t*j  mmj  I 
M        HNHy       *tW  *  ******** 


tj»  liffi  pi*  Uwc  «*k  *  «*«"* 

t  IMS  * 


Hmtttim****  ^^t**m^*^^^^ 


* «* MitaM caw* AFIK,  *  F*""" 
*r  ******  *$  »  fetor  *m  ******  km  *» 

to        dwt  Tfc«e  pernrw  ******* 

AFDC  mmm  •!  «vm»       ?  lMtt~ 

DIME),  •  Wf***  <**  P***^.™*  ^ 

nte  WW.  mm  *fy»  ^J8**** 

toTori^  A  f€*mp*  ^^^^ 


,B  |9fl  Ike  -crfem*  of  powty  m  the  Un«d  Suie» 
ujed  *<  *bo«  6%.  b*  f*«n«fcf  ppretly  <»d  tttcomc 
rtK^utny  rw»twd  *  <*  *ho«  tNctf  »%*  ***** 

iMjanCy  of  U*  poor  k*t  p«tm«K*rty  low  ow****. 
M«i  of  IW  * ^^^T^^TrZ 

cr^  pu^fty  furtfcf 

<r*yic4  ia  ibr  p^fiy  *****  H«*e*«,  *^*J^ 
,  red****  *  *******  *  *4mcM»-t  *t  ******  tar* 
leaded  u>  rcA*x  poverty  *ri 

Grim "*  nw*  <fc^'  w^k £ 

tAccMtvc*  mbcivM  *  ibe  c*ro*  i«*fef 

0«|y  one  ifertf  of  0*w  iHto  imm  P**  c*  te  e*|*a«l 

a,  tKMi.  the  ftm»*«i *i«M*r* #« »*<*y  » 

pewdeai  »p«»  if»wte^  T*#  *****  t**  ****** 

w»e  ^  »  fMMCM  for  fowiy  A«*  «n  ^«n»  "koi  io 


i  N  „  M  ,F»t  ^  f€~+»  <4 

ip«i»<^wr.i««ii     t)  .   

-5c  far  PltoiilOP  *WPnifW* 

-n^  ft  O  Ptrt**  ^  r  M^-rr  AV**nr«  *****  <^ 
>  >f*    %*4*T"*  fV^K.  I»7«l   , 

%      (v^^  ^  ^       -  Ire 

jTr  ^w«*«  ^  '  *  '^'^ 

rVf*»  i***  '  _   

<^>  n  T?*^L^sr 

L££Z>*  ***«        **>  *ZZ 
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1  ns«*«*r«  H>  OiuMi,  ftmrfe, 


fl^^Jli^  *^  ^  *««**t  ~< 


iS^f.**  (  jut  |f,,„, 
Vr  v,,,, 

X  I  It**.**  f  %  s4 
0#nr*ftr  ft  H;hrw« 

i.mvmtl  >f  f 
"for  .he  IM|  ,f  ,<| 


>W  l<Mlc  ttoinWfcMi    *.*M  MWi 

W-  (f^TJt**»  «t  (to*  ^»cl 

<»A»tV«.D<  If**!****,  I¥^J  $ 
W  ft  PV*«U    H«-  Ff«0*r  Pr* 
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Um»tttty  of  WWconoln  Modfoo 
for  tmmmtto  o*  Poyrty 


s  Focus 


Porcrty  ia  the  Uahed  Stales:  Where  do  we  stand  now? 


r  o/n 


TUf  protfc*  of  poverty 

Before  or*  can  profcafe*  and  pw*Ne  cvtev 
4  u  tSrM  ncvcv>*>  10  adthev* » he  i  j>k  qvcMiom  n*KCf ren* 
po><n>.  No»  much  po*ertv  *  (here'  *ho  jre  ihe  poor' 
How  poor  ace  ibey?  And  hem  Hn*  d-i  rtiry  remain  m 
poverty? 

pmrrty  tan  ten  o«  the  *nc«aic  m  re**m  tearv  The 
Pavow  of  Ihc Cemu*  repom  rfui  i  ?  per cct*  of  the  popula* 
uoo*ere  toefc>*  0«r  po%crt>  boem  l*SJ.  vompared  to  1 1  7 
percent  to  1979,  »h*h  mean*  (ha*  the  number  of  poof  pei 
too*  had  dKTwnl  by  rowc  than  jnr&ow  The  oftaaJ 
poverty  ntt  a*aj  a*  hajh  m  l«R  a&  *  »a*  in  1*6*.  Dom 


fttM  a  rcumcwe  of  *S  persom  k*e  ai  pc*crt>  no*  »  »hcfi 
the  Hj/  to  Pmem  U4ne»T  Or^fe  the  orfcul  mimhen 
m»dead»nf^ 

Vwordtfy  so  id  Vovknuo,  Onevtot  of  the  Offh*  of 
NtanaacmerK  and  Bwdjtt,  and  oihert  »hp«««Vd  before 
C'on*m<  ihf  Cnt>v*  Bureau*  mrafrurrmem  pcoced<  m  do 
not  pr ch  id*  a  complete  pjdwre  -The  total  cvAmort  of  any 
*alue  of  nor*a*h  awwaiw*  nw*wri»i 
of  poem  *  a  key  fetwn  «h>  mea*#«d  po*e*t>  not 
dechned  dura*  the  dev*de"  Ke  «aw*  th*  at-*** 
mcam  leued  bend*«  (^ovh  as  VIedKWd,  Food  *amp*. 
whool  \mxtxs.  And  howm#  «**d**»,  *****  **** 
me»>  rroajmhwa«  m  IW.  t?y  l*7J  -ere  P*o>»d»*o>«r  half 
ofaJIfneattt^eotasiiMjnoi^ajtdbi ^  |«2moftsha«70<Hif 
of  e^ery  tOD  dofian  of  «»di  at»m«ncr  •*»  noacsan.1  The 
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mm* 

V*l  TV  <*k*  HMMici  4q  no, 

•cMofttyN  *****tft>  performMor  m4  tfw  9o%«nwi<m'l 
CMtfnfeubM.  bah  m  rtv  fgne  o4  *xml  'mmmrnq  «*j  m 

»*o  powxty  n*o  ow  it*  pawd  HW-J3.  aj—JT 

mfmttmmm.  (For  MWte  of  tfcot  Unw  wd  «h«n 
•»**^«>>  «w>  par  dm  a  «  mad)  h*xt  pon«y  k*j 

pum,  »  dcpK*)  xt  Ftpirc  I.  The  d^^Tb^ 
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KWPOT  Jr*,4»tT\.-A^»  Vt«ftr< 

J**  "  m  ******        rnn  L*,<^fy»rt       IW-w  XTw^w  m 


tncom* 


1990  1999 


1  Tw*f>  **    <>"  ^    "  « 


Pftfffw.fcr  and  pMnr«m/eY  (comn)  mcomr  Ukxm  N>w 
impt»nam  *r  gcncfmnrm  cash  enwrfm  for  ihr  »^-i»r 

.ru^rncs  ^  ttf^  p^m>  rtjre^oW  on  (he 
b»«  *>!  i b«f  m^ktft  !*;ome*  jfc*  But  jfter  the  ^  of 
^Jwd,nkmd  fr***".  f«« i fun  10 pace*  r cm»^ 

Ul**i  pcn<n>  for  48  pcfwm,  ff  m4»*uf«d 

fHand%.  tfcvlinrt  from  21. J  ltf  {9.7  pnccM  bfH^cn  f««5 
*nd  huf  ^c*fcJ>  ffom  until  I9ftZ.  »h0|  rt 
fc^Nrd  X>  5  prfvcm  Rdjihc  pch«t>  tft<r  reccMM  of  o»b 


I  A  i.)  I M  p«.wm  -  r<^  l0  „  a         ^  )gM 

%»»  Pf«idc  cnly  «         p^w,  pf  ^ 
*n«  «od  mem  o<  pewy,  A  more  dcuM 
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* 

1  C  msw  i*v*ir  I  *ed  to  dra*  the  omctal  pO*  - 
em  line.  c«fHw  <or  po*ff amfer 1  HKWWf  ***** 
mono  and  **lancv  na  tf>come  from 
cmpfcnment,  Kvud  «infH)  income,  pub**  n%*»v 
i it fkt  nKome,  and  «*r*r  ca*h  g^ettmctn  tram 
iciv  pu*pctt>  incumr  (wwrtx,  rtms  d*»nk«<H, 
eu  I.  and  piimK  ttamferv  v«ki»  »  penvor*  and 
ohmon*  |tv***iioi^ra*itAwro/d. 

2  Pmntmfrr  tf\v**f       termed  iwifl  wxvmc 

OT  pTT  ^H<TWtWfW-4WHI«T  tfVUOIC.  thjWiHXVf*  * 

iYnw  «v**tk  luom*  fO\  o  nmer*  tromfen  but 
rmlud*n#  pt^ve  iramler*  w#cb  a*  f»M\  abmonj. 
ctuJd  *mpon.  ami  pmt«<  pcm*orH 

J  PrrnHfarr f*twnt  Pre*>c*1ar c income  n cemo> 
income  rrunut  *ml>  ca\h  puW*  4>*>tarvc  pro* 
|(f(»m>  imeam trued).  *uch  a*  Suj*r4ememal  Secu 
no  Irvumc  and  Vd  to  f-*m4*o  »uh  Dependent 
t  hiklrm  It  mvludo  *<xtm\  otnutoocc  bem***, 
su\h  m  MH-Ui  %ecuftn,  unetnpUnment  Miwrance, 
rarJroad  rciirftncm.  veteran  *cr*  ice  related  perv 
*uriv  *od  buck  luf*  btmrhtv  »h*h  of  e  no*  mean> 
ttucri 

a  ttffuurd tt%t*rte  (emm kxook auemenied h> 
the  v^ur  of  ^  m  Amd  iramfcf*  a-  \fcd**e. 
MeiUaki.  kvd  vtampv  and  public  houwn* .  wb- 
travtut*  federal  mn*ne*nd  nawoii  umcv  and  tafc- 
tjy  ,rwi»  amount  underreporting  ifxvme  Mter- 
nutc  mca>«#c\  e\timaiin#  the  »aJue  of  m  kmd 
uv.xik  <repc*ipd  in  /t*»o  6  If  include  ~marUt 
»aJue~  -  »K*i  the  benctn  -ould  com  if  purchased 
in  1  he  mo/fcet.  "rcvmwni  value*  -  rxm  much  cosh 
tt*  recto*™  *ould  he  hiUu*  to,  pay  to*  lf* 
irt.  ami  "pm«n>  buffer*  share"-- the  piapottian 
at  thoe  inccme  that  iho*e  a*  the  poverty  fme 
n^jy  vpeot  4*  1  the  good  «  IW-W,  *hen  m- 
knvJ  t*ene1f^  »ere  mimmai. 


Poverty 


5.  4*HUw*  f»»erf*  rkmtotd  0*m  Ttw  oflfcwi 

.WWd  9S  poor  Btoed  on  the  muti******* 
the  poor  xpmd  aprfovmaieJy  a  irnrtl  ol  thew 
rtvww  for  food,  the  po*en>  tane  on^»> 
^ed  of  ihf  ee  iw«e>*hotihr  Oepa#ime«  of  A^v 
tufaure  mi  1^5  OMVrtaaicd  W  he  rhe  mMwnwW 
tood  ^vrmnnrMNM  fe4n**re«e*«  for  a  farod>  o* 
four  Ad^mm*«f»  are  made  for  difTertW  uxed 
(*»i*iev,  and  the  jx*en>  Uoe  «  >d^><cd  each  »cw 
for  trtflafioft,  a*  me«»yf«d  by  the  percentage 
«han«e  m  the  Comber  Prior  lode*  la  l?Cthe 
o<tv»»l  p*nm>  UtK  ranged  from  W90\  for  a  «<ig*e 
per wn,  10  VP«  for  a  f«f»dy  of  fow,  to 
(01  a  family  of  w«e  or  mowr. 

6  Kf**ft\rfxnrrtr  tttnrtH**  T1w*po%*rf>  tbrr*b- 
old  **nr*  direvlf>  **h  vh*flf»  w  the  rwtionalme- 
dtao  ttwome.  »di*»wd  for  fom<f>  We  The* 
»hoM  incomes  are  befcm  44  povewt  of  the  medoan 
arc  da*^6ed  a»  pwsr  Thr*  hjw  cfwen  >o 
thai  ihr  .oun<  of  athoM*  and  nrtaine  poor  pr 
Him  for  na*  equal  It  tworpor****  the  vame 
jdjMxmetxt  1«  fa<ml>  we  thai  are  irwloded  m  the 
*ifhval  meauore  In  I4M2  the  felame  p»nen>  Ime 
*4>  about  !4fv«tuh»#twmaiiihratm>iateUne.' 
or  Sit ->» tor  a  farody  of  four 

"  ptnftii  frrHn  of  tap  The  amount  or  income 
reuuiicd  wtninf  oer>  poor  person  up  to  the  po*  - 
at\  thrrvhokf 

t  fkr*t>t  rnk« w  Ihe  tatr  at  ^fnch  rreanv 
t^tcd  hctvr«>  ore  .ut  hav*  *>  <ar««d  (iwomc 
invri-a*e>  (1  e  ,  the  \*\  r^e  iio  twneht>f 


rc<»jMtvii«»medsm*^ar^.  ^Hi^afemuwhmoreUl^ 
to  he  ixhw  <ha»  » rw  f  1^  U  4v  .^mi  *kom  C  t^n- 

rmnee\  *utT  repoit.  ^it"^  r  ^Mtrf;' 

noted  "**  pfTH^i'»  age.  10a,  fanvlv  Maim,  and  fanuf* 
wr  »fc  *«  rel«4tl  to  the  hiefch<xid  ot  bem$  poor  In  iV*-. 
chj*dren.  bUkv  people  ol  SpanrJuf  *»m.  *«d  -omen  nere 
more  l»kef>  he  p<«or  (tun  the  P»1>oUt«oo  in  fcnati. 
«t*u%,  inafc^.  the  a«cd  and  pef*om  U*tf*t «  married  couple 
famd*e*  *e»e  ^  b4et>  to  be  poor  T-r*e  2  dr%tde»  the 
(HHertv  population  acoofdmf  to  »vwtK4d  t*pe,  0#e,  and 
fcofrap**  lowotjon,  and  comfwrr^  the  number*  of  poor  m 
thnc  ijouf*  and  then  poverty  ra*e  in  IVH2  and  IV?  f mm* 
the  cen»«»  money  mcome  meaHMet 


vw.A-  -   '"  ^»  \»Vi>«wkmditi f>Mi.ttfd^MU ihe 

Ut&  fumtii  ih»-  :»»4fiit?  Miofi  ir  ihe  number  o< 
f^of^  «i  kin>-  t^'Ovk^  utmhc  *h4«  ore  poor  doe*  nof 
froih  trvwn  on  ir.ft*.*  m  their  iKnk«ce  of  po*crt%,  but 
tiom  ^tw  inereawm  their  number  About  one  out  of  e*er> 
h»c  vhikiren  in  itm  »ou«n  n.n»  !»»m#  apart  from  one 
rvrcftt,  and  ihxo«<  ol  .r*reavita  J***h*  raiev  wpara- 
lK™  and  «H»i-ot  »od»ock  bHth*.  »t  n  e>tima*ed  that  nearh 
,iot  Jt  t*o  children  bom  toa>  *<H  *pend  part  of  fw  x*  he# 
nrM  li*Kaf»      I*™**  headed^  a  vmfte  mother.4 

Rudofph  Penrn*.  Owector  of  the  Congrouonal  audaet 
OifKt.  Mated    nt^  wimooy  ihat  the  number  of  peoom  ia 
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AMI  ihM  19  pffOM  Mill*  f^l,  vxwiilX^ 

S^yr^^^  Wto-n  Oar  of  in,  ^ 

P«*f*n*c,  *r  rnm.n,  or*  u*,  „ 
^  *****      .fwr  s^k  Mrcnt  h,wtH*fc  rt  * 

22  ^  rar  *|  ,m*m*m  ^  ' 

rtjH»^lt  r*c      15  *  prfvT«  f.w  ^  ^  ^J/JnJ 
57  4  ptwum  ^  lhm  k.wg  ,n  fcm-ir  rrfmtWv 

^Z^^^ITT™      "  ****  »v™ 

far        r  of  lo*  »«fm 

T^^^l  f*™"1"*^ »hc  MIX  fc*L*, 
;<*  arpjf  ffUfl      f4lf  nx*  tNhfT  (f4mlff  fhc 

~— ™  rcOiKi^fJiCcm  4  rrufW*  c^mn^  *flW<s« 


pmera  io  l(»  pmrw  sfkr  tout  t*omh%  of  ro 
miumtm  40o«aNr  drOViwm  Tor  wort  «*  <&U  art 
crxprnOmirrv,  ttt*tf*rf*d  tkr       of  Mr  am*  mm 

f *H*f  nxMTffHr  im  rhr  of  (for  mum  «fer  MMom 
tMhm  fhm  hrforr,  burned  me  otitev  oa  mm,  «kl 
vowimU  *Hwctt  Mramr  »fM0  4^4hd^  iter  ten**.' 

Ruhrrt  J  Rvhw  04  the  frtpmnmsK  of  HnM  j0d  Kmrmm 

^  homrj  b^> »  4  mull 
«4*tr     rmmnn«  «^  )|  j        w ,  w  . .  ^ 

Thr  dirr  pcodkiHim  iK  rW  «to  iNr  jto^l  ^ 

^  ^  ,rw  C  omrwy  to  w^iom  tN<  ^ 
*« ran*  ^^wm>  »omM  ^rt  jot*  to  «t»  on  »d. 
f^fr .  f^cH^ntw    r«vv-M*  »«rt  or  km  »0> 

**J  rnumrd  10  «m  lhe  ^  ^  i^^^d 

-ifw  the  I  Oil  RaorvUafxM 


^ho*^  ihr  AfPC  nwp^  ^ 

U  D^WW  of  HamD      ^  SmW-T 

^^^^'Oprromiof.hcAnXfc^,*^ 
w^  wrmoMioj  01 

»cjf4ffcTihr.U(^cnf  wocllw  ^  And  for  41  fH« «omm 
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jtumurt  fry  P  petvct*  c*tr  ttm  pe/ioei 
^  oat.  *o*oer,  h*e  iterated  rtw 

iMkh       gurMKm  t*  ^  gen**  unc* 
IfNtMNW. 

r~>p*T*  *******  md  ******  *m*w*$H*tJ* 
Hvrtumpo*  1***t*>  S«»«dii^iii^'«a«w0t More 
(he ituwnKW.  **** -rt* «»««^i«POiW 
expcr*iK*J  <*no#  rt*  p«*  fot*  >«"  ^  ™L?!22 
ptrwm.  **»  bin  d"^fc^!"!^ 

to***  nwk  up  M  4  prtw«  of  tl*  p«m.  Twtev  tf»e> 
bo  tot  X»r  w*  mi*  wr  of  hue******  1 

thm  feu  beta  »  hwff  **p  m  ihe  f*iw>  of  the  imc#»- 
pto>to"  rwenHif  Ul 

**cd  ft*  >n  ^^r^L1^ 

*«*  *  ul  im^ZS, 

nnrm  *«*  vmerai  to  tt*  n*«*ar  of  «e**y 

Swnfrfojed  *ortm.  there       bee*  t*i*e»i  *  »* 
per**  lc+€f  ***  Vi  *  the  peal  l*o 

fctftlm  *Tn<*m  dm  retake  #0P 

of cHm«b  rittt  fc**  bc«  * 
«*J  m  rt»  fedrml  k«*  once  rt« 
fev**x  akfcnowH  bcm*4       »  trended 
™m  M  »ec*»  of  a»craft  I  ^*^J^LT!!! 
the  court  ot  tho*  un  1 '  I  iratUr*  JUttW*  K*eJ  ,t*e  r**** 

hroem*  *  c*et>  «*e  of  ihe  f«^^  ^cor^i#  lo 
U      &  SI 5  tHthw.  or  M  ^^  ^J,»r 

TtVNifh  I  I  *  run  prrffunh  jut  **«po*<rTy  pro^rtw.  Burt* 

tl*  pr*iui...  pjfiimUrK  f*f>^C>  fcl 

(Nc.fuwoiiil  I      f*o*K «s amnxHcft*  c«ku*€<ich 

xtnnc  p.A<rn     ifw«  I J  (%»*nKtiu  In  !*C  o«J>  30  pn- 
of  ihese  r*n^«r>  «<i r  f a^I  *o»*  *J Ll  ^ 

Lnig  ikiu  If. wi  if«C  Pjnd  Vud*  "f  l^ome 

poof.  m*k  rv<*kd  i*m*cv  ihc  o( 

51  to  M  pcf^  hcm««       JtMl  Ml.  4»d  *»>on«  «h«r 


The  ^aritfv  poot  abe  W  UMi  And,  ******** 

(ClTO^««^^Cor#«.to  ^^^^^ 
^ot^ 

^T^^k^aiid.f^offo-r^^^ 

Si  ^  ^ 

percent  ^bovc  rtw  P^«fi>  line.  I« 

rwrou.J  ..-midrrtW*  4ro*C    ih*  po*tff>  line, 

hm  jJm^ftvm^  to  utf*<  ih<  «^t>  ot  tnA«*w  ^  ?ioi 
KiW  r-Kf  Vw  W  lh<  EITC.  Ort|m»m  *1  *  "* 
rttt%Htium  f^*U  iu  5S»  m  IV^V      lus  »xm 

Vvor oW  to  SmreAr*.  m  1^  *  ^>  of  low  ^ 

«mhiw    p«uon  ut^  4^   eiTt  ^ 

,h  HouMo«^^a^toffoo<l^^«^«^ 

o<      m<  ivi      of  food  *uw»  «»«i  *o«w 

thcTcfofc     <  hew  to        a  po>erty-k%fl         ^  w 

jJdrtKWvJV^  TWl^A<M^**P^^Of«CWl1<M$ 

1^3 4ixl prowled  w «o ♦# m  l«. *nd to  10. 1  * 
ttv  f»orkM«  poor  hj*c  Iwd  kktcwc*  '* 
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*rth  km  tfwnr  jnd  ^»  HijnNr  «  K*>d  S*4#nm 
< >WU  fw  f*Mj tvnctw.,  jnd  reduw*d  djf^fuv  for  sfm 
P< .v*r.  »n  4  fhinjhrr  of  *j>s  f  r*  f**  i^h's  p**mcw> 
fwi»c  hem  pf^u-d,  uxfcv«K>n  h*s  twn  *k*cd,  and  4 
*r*^  11*4*1*  Jimn  c^ol  fa  I  *>  per, mi  of  1 f*  po% cm  lw* 
h4*  been  eM^ticd  i.tr  Ml  fwu*h«>Wi  e**pr  iho*  ulfl 
umjfV.,ncUkiU  1*  J.whWfVTson  A  Urgcr  {^nr 

h*»c  l*htencd  reMtMfcxn  00  tvaiJers.  «hcm.  4«d 
Mudmu.  u/kf  s4j       h^wf  been  djmwwicd  from  the  r,4h 

^  ^  ^  $hC  *****  *">  ^  ,f*  I*"'* 
f ^mim  if*  Hjr  ,m  P,not>  As       he  <™  Ir^l  lubk  < 

M  4  nmr  »bm  the  pmefft  r*c  »*>  nting  f<«  4JI  ^h^' 

irtHipi,  ifv  ft,m«m  >t«fi»  of  <|*         ».«MinocJ  Jt, 

impf^e  <Ha  41  pen  mi     ,hll         ^c  ^UH>f,, 

^"'^         ,h<-  tv*«i,  |.nr.  hut  rfiicr  m.-nc*  iran««ri« 


then  fxnm*  rM<  ^  (o  14  6  pcrcrm.  tfagtaj,  ks>  tfun  if* 
f^e  for  40  pcrwm  M  fhew  juefs  *nd  w-twd  tr«m«m 
I  «*A  4>  Motearc  jnd  food  vuoipii  and  fsntttk  uu 
arc  14**1  nxo4vwumf  chorccofK^Mj^rri^ioitw 
iwocWer Iv  itvrcwo  o«n  rtaorr  (see  Acrw  6  2)  Bcvjm*r 
«xul  wumy  4ml  «HwfcmemaJ  ScConcy  low**  *c 
»ndr*U  10  uimumrr  prvev  ttac  ma**  www  of  mtome 
4/e  muled  b>  MAtfun.  and  because  intni  of  tf*  ««cd 
Jrc  m"  ,n  a«  te*<  .u^craMr  ip  ihc  up» 

jfkid.mm.HihctMHrtn^nic  »^rodetH wfOionmciR 
fuiMcfv  tho  fcw  fw*r  ihor  .ixamtio  frxh^cd  irvough 
k^^Lu^c  4*1%  K<mocrr  f*\i  tfm  they  *e  4  fh**x 
^^M,^^4J  r.w^r  n^o  «  uiikkdy  fhjK  4«y  rcfretKhmetK  M« 

I  fxH^h  ific  K^*f*n  4dfiVniVf4iK>n  un^hf  10  reduce  gin 
crmr*m  sviKling  mi  vxiaJ  *df4fr  pro^rwm,  «nd»^ixir 
IkuWU  ,t^cf  ncd  .net  >hort  Jenn  define  m  OASCM 
,tMf       <™™iti*nu  to  the  SiK*l  Sewmy  Act  made  Mty 


35 


30 


4>  3 

2 

o  20 
a 


15 


to 


1979 


1, 


982 


11  7 


15  0 


90 


120 


Tola! 


White 


31  0 


356 


299 


21  8 


Black 


Spanish 
Of<gm 


ERIC 


41 


96 


Nttr* 

ml ^ Cm*  1*$**n. *********  I*7  * 


UN 


*« 

Mil 


II  i 
1*  t 


l_uu.3ilfritTlTnnir  irlTT  *  %i  W>**#.  1. 

HiM  o*  <Mhr* 


Mml  ch««t»  *•  0*  ««mmc  «*ti*  of  the  *#ed  The 
chao^*  cat—wed  meqfan  m  anenwe.  (»«h«W  lor  a 

niy  wfcycci  k>  income  M*  « thr  case  of  tap*  aHMiw  hrnrfi 
cmncv  aad  de**r*t  (He  «*wfll  con-oMhin*  **n*<nK«c 
from  Jut*  10  January.  1 

Of  the  )  *  0*tfc*i  ajed  poor  m  WW,  Nte*«  *** 
*ert  d*f*nportioaaiely  rqmcme*  The  p»em  *#e 
among  eWetty  Wadss  w*»       pcfccm,  iwijW«J  W  I J  4 
pmem  tot  tffctafty  *h*e*  bud        had  a 

poverty  5,  »twt»  Made*  who  fc*«d  aioae  had  * 

rate  of  6f  *  prroef*.  tt'oauo.  who  aocouflted  for  $9  \  pet 
on«oi  the  twmm}RMlio<**«d  a^  popotauow.  awvtHmtcd 
tor      pervn*  <4  ihr  a#td  poor.1' 

irtxn***  tbvrttmiMM  IS****  tfw  1*70*11*  pifcwtwcaim 
wvtfavttifK  t<x*rflt  rated  hi  metntp*tfcra«  are*  In  l*W 
ooh  M  peu<r,<  «rf  ih*  po«w  b>  cd  m .»t«ev  «hcf  C4>  tn^»WC 
JCiWCfliofrt*-  r**"  wewfcwk^Miih*^an%*-  Ihcujn 
<nt<«*%<iX*MtKdV  pace*  <*  the  r*jt»*  *  P*KW  HI  l*C 
(12.0^.1100.  Table  2).  wherea*  ihr%  ^  HH^ried 
pcrcct*  o<  (hr  pom  m  196*  Ai  thr  -joh:  i  t«v  »>k  profw (kjo 
of  rhr  total  piifsytenn  Inmf  m  ^rmf^l  u«*>  ttrttpM  t^wn 

TV  pr op*WH«n  of  (hr  poor  IK     in  'Ikt  V«»nh  ha*  lfv*n*d 

>^*cTfhdc*N.  iheSou#haiir«Ji^ht.iK-i  i**«iy  fjicin 
|f»2-  IH.I  fwrvwK,  ctmparod  P<»  in  the  Vvthc^, 
II,.'  in  i&r  N*wlh Cc«wrf «r%.       M  t  in  iht  ■," 


*<*r  wm/  /wi^fruW  AJihoagh  iH<vihiiA  of  (he 
poor  m  I9S2  »«rc  «fw*«  otHcr  r*«»  dwf* oport»oo 
mc»>  *rpm<nwd  m«dt>,  for  exjrnpk.  mack  up  22  V  prr . 
iC«  «if  ihr  poor,  (houfh  ttwy  jrconty  1 1 .9  prr  cox  of  the 
tcMl  populWMH.  Ptopte  of  Spsw^h  ortiw  »v<mma)  for 
12  <  pcfctm  ol  the  poor,  though  they  *conly  6  percent  o< 
the  p*ipwl«»oit( "  Pvt  another  *«y.  onlv  12  pervem  of  ail 
«hrtc  Imt  55  6 petient  of  aK  btart* «nd ^ 9peawt  o«  *JI 
H*fK*n»o  » ere  poor  (xc  I  tfvit  2)  H*x  «  not  onh  related 
ut  . em  at  a  p%cn  time,  a  *  afco rela*oil  to le*H  ol  po%ert> 
Jcneth  of  t«ne  in  p%Hcriv 

H#«  poor  act  nt  poo*T 

-rhe  pci>f\m*>n  «*l       per *tr»s  *nh  i«nw  M  ^  pe<  -<™ 

,tf  ic>^.«t     p»HaM  li«^ifKtea*eili'«»rtiftl  pfcf*t.tti  in 

'.t  fV<  fx  -'M  Ml  N,nv»:  ,v  ^-  m  ttff,m  ^'tvu* 

irX«*ffH    ri.MW.  ■«  «.h;'J  j^VJf  ifwt  ^Ih'  |XNif  41 1'  U*»;l.e 

j'.mikJ  lsi»i  M<»*»  i^nn  (fie  lHHi*eh*ikl*  »fK4HiK*s 
N;I«h\  iu  ;nh kin  luv  'fib*  4H*<Nh»<i  ..in  IV  .imnvuiJ  <n 
fun  K  »wmimim^»*4*  ru- (uppened  UMhep^cft^  oVftvit 
(JdmeU  m  't*  Nn>  l4h*r  J  rtkrfratc*  that  <a*h  »tanvlV*s 
het^een  Jnd  IW  new  iiKrc4*»n#H  «4**oth*l  hi 
rediikine  <fx'  {H^vft%  dftkil  Ihc*  redwood  ihe  dehvit  Ih 
<<  «  fHf»cm  .k«J     tl  pertent  in  19*^  Aftet  IV"V. 

^tur  tlx-  pfeir^iKK-i  JvIk.«  eie»»  fa^uf  tlwi  dxl  *a^h 
ii4ji->liiv  >*•  the  fs»*if».iii»<»i  dilv.n  ^4.1*  nffl  tester.  Xhts 
,UivM.  m  4»irfi*ni  J<«IUv  >to4  ti4io;  S2.W  Nflion  to  W  ' 
NHu^i  Nrinem  J«TV  jnJ  t*n  lf*w  *MJ  to  545  J 
NlNHim..HMitni  l**2  J*4Ur^|  The  INfC pretfamfer pov 
rrt*  *ktwi  ot  SI  M  V  NMhhi  mean*  ttui  the  ukoiw  of  the 
MpK^I  pt*M  htHj^-htiM  heiine  tratnlef*  «  atwwt 
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Mo*  the  fxnertv  |»fK.  the  rosmafM^T  dchvn  of  i 
MI»on  mcam  thai  I W  houschokH  remaning  poo,  alter 
rwcittnj  ka*n  ir arwef >  net*  ar>*t  beJoH  the  poverty 
(loc  T^  1  dcimvwraie*  ihai  the  anupmert* 
•mpael  of  *ash  iramlcrs  (dtscuw\j  in  n**c  dcla*J  bcloH> 
ha*  twn  divreasny  ,n  tun  -  at**'  i0  ncrornt 
of  the  tuf  *4s  ik-dunxi      (un% ffts  in  |*C 

*!w  sh..«„  ,„  uhkr  ,s  -he  .imiinunl  *nmrh  of 
tracer*,  io  ihe  ^  jn  lhr  fftmf(|  $|JH  ( 
Whoo  in  .adi  uarMe*  s  rfi«yr  than  emmeti.  ,n  ,ho.,n  Ul 
»ipc  out  the  pmem  dehul  H*mcvcf,  lnh  %lHIU  he 
adueied  onh  t»  «  .ru«v  tcMed  priyi  am  *h*h  r^hed 
*N  o»  I  he  and  pnmdcd  e*h  foamier  po**  fc^. 
**li*6  the iirvuniiiljbpMn ikftui.SuJi^a.wm 
*ouJd  be  tmjHnvjNe  to  admwmiet  and  *owkJ  ha%e  .tteai 
dtMivefMjtrv  Mint  ot  ihe*m>cv*cm  imp*!  «,f  e\m 
(Of  if  amfer  *  ,s  due  to  hk«!  »nMj»a<x<  priv-iim  .  h*n\ 
^  ™unu  -  (he  imomo  ,M  n.om  w  ,he 

J»«ran>lef  )v<h  *ho  revwe  them  fat  alw  die  p,*em 
line  The*  soma!  imwaixe  iramlcf  %  lennnc  A»me  pet  mm 
from  pmcm  man  do  vadi  ouMk  awMarw  Hand*,, 
txvav*  a  re*ei  number  „f  the  pre" ansfcr  poo,  f^f 
■hem  and  bevausc  ihr  a*eu^c  wal  m.,.»amc  henem  ,s 
m*hef 


Haw  feng  «t  (Vi  pw1 

An  ear on  ^  ■ »  ^*  /<w*m he  d*  iuro*^  of  pm  cm  ,  5  | 
Summer  l*«l>  outlined  shangm*  in  the  i^H  and 
1970*  .ofkCfflinf  tfv  remanent  mvm  the  uamnoiv 
rwtuie  .'I  pmem  In  the  I^K  mam  anal>M*  peue„cd  fhc 
poor  a*  j  separate  pnpuUli.m.  imbued  *rth  jutmn  tult«ie 
Wttlh  immoMr.  ixWuied  l.om  the  f<M  of  voturtv  in  «he' 
J  V  iK.Hhet ^  tvgjn  i.,  po,m  t„  |Jf  ir  ftm*  .>!  pe^vV  into  and 
iHit  ^  poieris,  ,i (.jiinj  4 .  hui n.nV  effevi  arc^od  the  thresh 
»*W  f  he  a»  jiLih.in%  oi  l.nVnudin4)  data  ha^  mm  nude  .t 
^■hfe  f.>  irj.k  the  a.fual  .<w^  ,n  nnw  t,f  inj(%Hl|uK 

Hazard  ieH-4fthcf,  Moj*  u-  Banc  and  Da^U  tfUntnd 
us.n^  a  vn  xear  wfnxi«  *i  PSID.  lo*^  av 

Sto.krr.arTn:!  n  ,n  h„  :„m-mu.  thai  ^ he  >ame^H^ 
|»«  Ji.-nof  Jl-j».*,:h,,  „  fMfhxighfhewme„Mmhcrs 
K-  •  f't  •'.iJ,:u-...t«heMud*,uhkhSiiu 
n.artj.^:^  .rho^tH.^m^H 
rt»vii-nk*...,.,.lv,KJ...f:%.  .  -v  i.^onvv.Hoicat, 
M  fM    Miiai.  t.urn^  ....  4  m  ltUK 

and.  hevau<  ,u  tho.  .^.t.tu.pntf  ptoefke.  Mm.  ,hc  d<^. 
iMnirifioi-hdHiti-tf.  riHfijiuwi  jufu  ..fur law 
,un*  rnm        rt«i«uj«»  „iV  j  ar.v  ix^ft^i  .,el 

-MW  iheande, J4,s  •  ,h,  h.«d  ...u-    «,.s4         JlllUllJI  {l, 
r  cat  h 

V.orN.M^,rr.',JJvli.,:1,,Jff>v.\|Kf1,JIl|.s„,,.)jJJu^ 
rhe  i.**.  «  *fMhc(  p,.,,fU  ,V(.,.J.  AfiKa  i<i<luf  j|j|Mi%  fi| 

;nd      uhetnet  nu-t^anonai  Jci^.i .  .n.-ne  ^ 
Jrjvcscd  . he  lr%rh  ■  .1  thr.,  t  M»;J, t  „      ,  ,UKf J(| Jjn(|k.m 


a  revArvn  (cmti  headed  by  Manha  HMI  in  Ihe  UornhMy 
M^t^foikmedlhchmofy^famdynjen^ 
home  and  rMaM»J*d  Ox*  o*n  nouKfrcto.  Tltenacwvh 
re>wfe^  dxnted  oooMdriaMe  cvononac  up^rrd  moMwy 
a%ro»*  gencr^wm  of  poor  (*mhe%:         of  todays  poor 
ct.doVcn  arc  noi  lomofTcm's  poor  $faks.mf* 

be*  evidence  »<  now  ha>c  u*  both  good  and  bad 
nc*>  Man>  poor  propk  rema«i  *>  foi  only  a  djort  (true 
hvi  t  h^r ho  do  not  loon  en apt  poverty  aic  had)  lo  «a> 
r>H»f  for  man>  >rar*.  More  optmwtie  *  the  finding  thai 
iwtn  ts  noi  nevr^ardy  tramirmted  from  one  grnnauon 
li»  rhe  nc%i 


94 


Fl**frrNJ  f'*^^       F(*H^»«  1f^f*n 


^Hrfi(«n«i       tenet M  **w„*t 


1  1 

lis  4 

^« : 

m  i 

'I  V 

< » 

fl  4 

•  * 

n  4 

*  4 

1 1 

21^ 

(«wiiai(ir> 

\.u.«g  thoxc  pfrsrmu^  (evrwnon)  hel.ne  'he  ^K^Hrmi 
Urs-  ^'Mxiied  rhc  aviuaJ  numhcrN  of  p.^  pcopfe. 
UJ1dcT  ihe  >MiL«»  rnea^rev  but  Ifvfe  *as  mhtv  d.xa^ree- 
"w  mcr,*v  -nd  OireN  undcrUtntf  thtne 

n.«mN»s  VituiiK-iM^iniiniiocnCT  «heifKr  fhe.iali  of  the 
ewon.*,,.  .ir^mwnmem  trandei>  has  the  «e*ler  effcl.n, 
P"^'|»  in  «he  Imfed  Su*i  Vkhc  dressed  ev,m,>n,k 
•"•■«iii  a.  ih*'  ptinun  fa.u«  m  uxh*m*  ptnern.  hoi  I  mi,- 
Jute  reuMubef,  f^jkf  the  rKtuie  nw<  ^mtpjo  Sheldon 
l>-»/i|ief  ^Wnbed  ifH'.jMttntanr.ptHen*  eftevtoenos ,* 
ii  JfMef*  mo  past  >cafV  and  InstituJc  affiluu:  Peter 
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to  jwwmw^f  tf^dto  of  cconom*  change,  mtomc  trans- 
fer* and  kx^  fanpe  dteapr*  m  wcom*  i 


hew  pevfk  ibe*  WW  of  poverty  Tao*r4,  wtach 
Danaacr  printed  *i  M  fc*nmc*n  (  »rr»vi  those  figures 
otcr  *  ie*ermen.ymr  perm*  vcparaimg  tmafm  ww 
>oo4  *mt«r>MT,  puN*  »$oijoce(  and  wvamd  tramfe* 
mdMdmg  «tj*tmntf  far  ia*anoa  and  nndeTTeporting  of 

Aivnwik  ub-k,  ut*h  toonl  insm-mcc  broeto  remote 
the  fmml  percentage  of  tfce  pmnmsfcr  poor  from  pa- 
rtly, and  cash  |«Mc  t*s*s<ance  the  wmfcu  *  «*cfi  Y«r- 
Soorf  Mttirm  hud  an  (wrcfMV  dfed  m  reducing  po% 
erty  from  H*5  onm  men  *ckM?  d*mn«Sed  » 
mmnmtwr  after  1*7*,  PwNfc  assistance  fofcwwd  a  differ 
cm  najectory:  «*  cflccu»cncs»  rose  ufl  1976,  deefcned  tilt 
I9TIL  rose  to  **  h*bea  poms  in  19*0,  and  w*hn»  two  >rar* 
after  thai  had  dropped  to  »  pom  aaamst a*  km  as  m  1*5. 
In  fcjpd  transfer*  Had  *  growing  (fed  from  IW9  to  197*, 
thru  drooped  olf. 

The  prmopnl  conchmon  to  he  drawn  » that  iramfer  cftec- 


from  thai  pom  on  Doe*  Mil  roc  and  deefcm  account  for 
the  cooconwum  dedme  and  r»c  m  pemiy.  or  wa*  *  ceo- 
noam  growth  and  then  economy  recession  pm  c*m*d  the 
change  m  poverty  r**»? 


To  punm  the  o*esoo*i  of  how  transfer  dfecmr 
pares  w«h  the  power  of  market  moon*  *  dfurmmnj  pov- 
erty f  tkmscha*  and  Dwviger  «  « jomt  paper  com- 
pared (tocKtsof  JSfurrt  (Ueeonoamartmfy.  Ow*r  by 
chanm*  in  real  (adjuswd  ft*  *******  r^ 
national  ptooact  and  by  yearly  wnetapJoymcm  rates,  <2> 
transfer  eftora,  shown  by  change*  m  cash  m  wtflmin-lund 
iramfm:  md  (?)  the  poverty  rates  over  time, »  Tab*  5 
phrs  fftnr  ftftfm  om  Kfrflyd  years  ancc  I9».   ' 

LHmg  the  evidence  m  TaWe  5.  Gonsthatk  and  Dmw&t 
irnicMr  ihm  me  data  are  commem  the  foBown^wm- 
ple  nor>  .  The  penod  of  marp  redtic4iOJ»  m  po>crty  the 
I960*  resulted  from  $  oombimrion  of  economic  fro*th. 
dtcimmf  uoempioyment,  and  Urye  merease*  «  tramJcrv 
The  Mable  powty  rate*  of  the  1970s  rtwUcd  from  offset 
itt*  factorv:  growth  »K>*wJ  and  onempiotrncm  f  o*e.  tm  so 
did  both  and  ^ind  wamfer*.  After  1V79.  decimmg 
economic  iro**th>  nmig  unemplovmei '  and  Umer  real 
tramfer  le%eb  all  comnbufed  to  greater  ^nem 


TfMv  5 

fmmwi  «m  PW#m.  tmwwt  Van  Iffa-W 

H^^««  Tf««/mp«  u~*Hf*f  <*f*»>  ^n^J^rd 

l«»  iam  J  :?  J* 

.*jm  £  *, 


W*4 


i- nil  '6  I  *•*  'J 


(I  ' 
II  * 


-inq-«r«. -Tf-r  1ri  r  K*v<><K  Mi        T»«^l<r,. '/^  ►  //)t«v<:. 


TiamM^  arc  •«  *  mmmri.  im  m  i<tnan«  h>Krx*^)< 

f «m  <ho  .(~>  >w»W<  <•«  «~<lj<«)  .J|«C..H  IM<«f>uW  .|i*-«<»«''"» 
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Tofunlw  enptorr  the  r*am<  dfei,  of  thrv  facton.  Con. 
rarer  amwmv  vtafe  w  mora  mark*  meant, 

*Jt  PWK».  Baft  c**  iramfcK  41U  nwk<i  ,nvVX  %en 
^'^  "'  «  *  ^^77^ 


lf\umr 


<1l 


<  « 


1 : 


0 : 


.  «d  (UlV/>|rT, 

'"J  "'f  ffCTXj  ill 

1         1  Aji*4l  to  1 IV  ,lt^ 


vmcjfe  pom*.  n»  *ar  partly  a  rradi  of  (fcprnatf  inraa 
baam  aanoa  darim*  am  m^t* 

pnvmaji  pom,  m  j  j  somh. 

 sss^ssirjiL^'^ rw 

**'  "*»  *  <rar»BM  Mr.  ^ 
cWn*.  ^•mmmn^mtammiiSmm. « 

2S.t^i^!l^M<l  » «« 

mwooitc  urn  and  dcm.  Ds»«l  StoduMM  undkrkMd  m» 
,2  ^     «  P«m)  o»ct  IK,  Dm*™  cydr  .mrte 


»i  .K>im^n,  the  tVl^m„,  f<UBiri 
i^i.Ht  rr.vam,  m  .(w  i^l  huJ«.  l.»  |,HJJ 

or  a,  wwv 


BEST  COPY 


iujn  _i.iitii  i  rf  i — **-M— 

for  fW  jbjkM  to  *r  «oti  Mw-»^*<« 


„,  of  po*«rfv  d«>  «fW  i**  *  rob**  #*uMom> 

mm!  ofcbJrea,  »N>x  ftnnK  w  I  he  «ort  ft**  w 
imiiui,  fh  hi  iihrnmTi  i"  I.  aad  tbo*  •*>  air  dwarf- 
*mm**  by  tact  of  rmr,  or  ettaae  b*i*ro««*rf 

For  Owv  p«*^  *etta«  or  pobbv  cwpfcn»«*  tT*** 
a*  paaanm  of  «MK«ori  or  motor  wm  loorter  rhr«* 
powMw*  of  «eapr  front  tmtay. 


fa  mpome  to  the  ranae*  by  w«  *«bvuiiB»am*»  ir*  ,hr 
Coajr«»#oaaf  «ft*afl  Om«  rdemh  and  anaKw  opuom 
for  «V»r»«d  »««nnf ijq.«»Jta«  >  t»m  imwiM  ret**  UK 
pa***  r**  Ml/or  0V  poverty  fV.  *odob>  . 
OPO  Dkioar.  beoan  by  no****  oat  m*  any  nwwein 
<*n**/i  rcfafttf  10  WF^  nm.  of  oannr.  t* 

fijiin  iff  by  0#m$  *om**Mt  promwm.  or  by  rmm 
tuts  or  t*  tnercniaaj  m  abcn*>  larpe  iMk«  He  aho 
win)  mar  ^**ann  *  *****  proamim  hn»e  9  number  of 
dtffav*  fflnk  mm  of  tfccm  m  *  ««  another. 
TW  aonb,  be  btfftt  «*wr  urfcuny  bono**  km«nJ  ino* 

two*****  f<wifcn  to  ream  loprtber;  rn*****"* 
**rin^ior*aipiP*ramf*i3|^  < 
«ma*f>m«  ibr  *y*cn»  and  >«Mf  idwnwrraine 
and  tarpme  «nt»  *»  km  m  powible- 

%*o  ntnfcav  itotqtMfcftmf  nsnwrt*.  Ptnner  ^h 
telott^  aomin*  for  eftaaart m  pf  off  aim,  ibe 

(MUnte  afciiauan  and  dr*«**0*t*  of  ****  **** heen 

/  t**t+*  *  tmmmm  AfUC  omtf*  M 

KftX  r**»  from  ****  fo  **e.  Tfct  njnwfwn?  auar 
jawt  m  %^^fri  i«*  4  of  «b/ee t» nww*h  Ttw 
ram*  iff  \cnmmi  *«n<W  •*«  A  aiUofWlmHV' 
m«H  »ovkl  muth  itf  ihe  MKraK  «  bcorti*  i« 
umA^  »  ■  »bot  p«*«Wf*  jnr  quite 
taw',  r  m  rtHtfeofttd  irv.no**  lor  rfWsr 

fmiii  |i  ct>M»  Owir«J  N  -wd  *c  footer*  ' 
iii— ig,  lumocr.  poof  r»*tf  rfimarfr>  m 

(M***  fbc  prurjwi  To  tnmf  AUX  P^«*  lood  oaoip 
tmftf*  up  to  ifcrtc  liwTt^  of  fbx  pm«n*  bnc .  Icskral 

«Bi  Mr  cus*  b»  51 9- 1  >  biHiofi 

2,  tUqmrr  *m#  funr*****  m  ft*  l  m«v*n*ct  fiasrut 
finmm*  t***r  I/PC  Th*  pr^xt*  imkc  MOC 
+m*bk  wj  miaa  imntos  m  {he  *i  <4m<*  iKjh  do  no<  no*» 
tw%t  jm  A^TXMjP  profrvm  li  wtwdd  pro%nk  c^v 


ibt  oKtMi^c  tor  ««•  to       h««*  ft 

bdMfbt  io  *«  rtw  poor.  p^Mnv  «v 
md  >»ilrirw  wo^  riiwb  »bo  >tt  «oi  *****  iwtwpwtc 

«pl^f^ffici^ofnVb««i»»^b<*fc^ 

bfijon  «mwM  niif  w«*  b<«i»  b%  •  P*^^^™1 

ibm  w»ndd  b<  ■©  pwiraoM*  tf«  fttapiW  *«dd  tr*  ih* 

mono  for  food. 

4,  L  vW  .Wha^o^rWr  KK*f*** fm*«s  ****** 
Ifcbf**?  for\W^»K^evo^wi«^»fl 
puoi  fmoo  %»Kh  AiWmi,  «  itowW  cow  it*  fodaral  pot- 
enwrn  about  »  bdbon  aod  the  WUoa  hi 

I W5.  *******  ft*  pnwcm  oon-fhwi  #naopei»iCT«^U* 
ihrMNwc  Sth  jo  4i%pan§iOW  imxo^  pnHtdc  »yr^  <0  pko<' 
*al  atc  for  aN  poor  vt^Mmi  »wt  fteoW  oWwcianr* 
for  AT  DC  faotoiCT  b>  abo^mf  Ihm  io  warn  McoVawi 
bmfAH -bra  r»  baarr  ofWr  for  *Wh*mw« 

£i/W  /V  d*f*m*nf  *wr  an  4T«//f  Utn.tmvme 
fttmtf**,  TV  pnyin  prw  ide*  a  mwcf  and^Hc  u%  u<dH 
of  30  pcf4»m  tup  u>  $73»  of  dfp*«dcm  ^ IOf 
f anaijo  or nuia  >tm  man  $ 10,000  laoeavoif  ihc*r«%bt  jnd 
maanaj  «  rcfuodaMc  nootd  cnojuraac  *ori  tsy  roiiKto* 
some  of  ihc  i«%  bwrdm  on  poor  «kor*iwi  fao»la^«hoba%tf 
vkpfodeM  car*  evw^  E^eti  an  «*rc*cd  credit  «ouVd 
prin»dc  boated  aid  ta  cbc  *cr>  poor.  *ho  notdd  be  «n*bk 
m  (vi*  for  *aie  f«ir  ihetr  derxndems  tn  ihe  hrM  piaee  * 
rdundaWe  crcdii  io  aner  up  to  «r)  pertem  oJ  C^pcme*  ^ 
eMimaied  fo  .cm  twt*eni  5M  and  S2  tMkoo  »n  reduced 
fc^cvhie^  m 

^  <  Aw/rsr/Ar«vrflw^*^tr»«nr'/i/i  »mf>f  V  nvmioocd  cur 
bei,  if*  i  IF4  !w  ««k  fccpJ  up^'Jh  utdnnw  fci<rw  ihe 
amtm«f  <hc  sU-Jjr  ^mU  he  rii^d  *f  »he  credn  *tiu«  r* 
^r^nKk-Jio.  'wi  Ji.l .»H.r*N  jrtd unrt-iiioi rodn »du 

fceirf         he  u**"d  Jnf»n*  :Jk-  ptuwci;;  M^a'wo  •Wik-j  v 
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of  ungk  pvcm  f«rolm  n  ikrn.il.  ifUi«U  i..  U.*  t«  ^y' 
I  from  I  he  rxwvuM.nM  p-tcni,,  iTundai  tv  «Mh 
J  o»  vhiU  vupjvfi  pj.neni..  tr.mi  »^c>  ««uU 

T*""  lnirc*«i  l(MM»«  r-'mmi.  .„  .t<jW 
jESTr?""  IT        ^  *«M 

»IWII  .hU  .upp.,, 

t  PI.  ir*SH  ««,  ,«*  *  j,  in  ,„  m  imM(JlM( 
"^^i,"*^  *»«l«Wol  SSI  t»  Wpc^ 

U^^T.^  ffl  ^ 


"»F»*'»  lor  r*A»1n|  po,,,,,  „  ,mo.m  f 

*  -no  „l  ^„  „  Ihf  ^ 

*tj**  .  *»d*j ,„  „  v^.  (OT  lWTho^ 

2JKi%r%  »-M- 

UtX  *W«Nl.  ihc,  »w  IIIlfch  .|1M||W  tu„7n 


im  lour  «Mn  of  fokral  '-rrmW -iLfT 

r^*l  w  ,hr  »«K«#  rc»  mmeZ£Z££ 
.^ur.  to,  rmptow,.  AflX  hennv-wnr,  after  four  «wwbv 

Am*,  i«  „,e  ptrmancn.'  Mptoihr  *otL^Ju*Z 

mj.  ^  rVM«to  ^ 

h,*K  -  v  «,  cumpte.  \k*W  pswmu  w  ,Nr  evened 

irwrc  *h(n  Icm.  duric  to  aScviMg  «.  ommf  Co  «»- 
"Po^^.r^fororr^v  ^«Ci^5Z! 


r'r^ 

 r  ~ 


f 
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J.ILiJi  flliTTr  t  '  —  —  mm~-*T^* 
 u  j j jiij,  mmtmHA*  


Mi  U*  m*  ommmm  *i  Pnpm»W 

m  ****  «  mmma  *  mtm  •* »■* 

tmnm  —»  ********  ******  f  — —  — 


**^MCMy  T^tfl*^  mt  *M*%.  P'  H1 


T+mn  Pmw  mi  tmm.'  t*m  *  <• 
*§mthwmm* Mm**** r+am.p  II. 

tm,*  o 

pfmww  4*i#*«t*,"         Kt«i»»»  €****,  Imxtmf  «  MKMfa*, 

"^t^tMt^i  v«*m  rw»«.  *  *«*T* 
m-im^^i-^  i^f.^pr.-mr  o«  »r*«*o 

umWI  Bl'l    <vtK«i<MWI^ *W 

Zlox  ,<x—»n.r»l  n  i--i**»*^***r 

'^admm.p  If 

femtafrk*  mil*  I  4  >■ 

>lMt  A  M***.  tmmtm  *r  I  *  «  *tpmm*M»« 

C  [|_;      **»  Jmm  Mew*.  S*K»*~*<c*  *m  <»«n*l  m*  «• 
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(By  Vce  Burke)  1 


g-fi  Mil  pro*,..:  c^t  jr2 :3p:[fn' "ith^^  -—J. 

£J'  u"  73  P«c*ot  fro.  PY  tJij3  |«  'uee.  year  (FY) 

It \!r°"  product.    Fede^rJ  2    1  t0  3'9  Percent  of 

total.    After  •djM.t  Ji,  fl*    fu<*«  Prided  ?5  percent 

1983     *•«   — «  lEx^rs*1  "■»«• 

This  report  conaista  of  4  catai,. 
*r«w.    For  each  it  provide.  *h"J4^?UB  of  7*  "e«d-beaed  pro- 

*  t«l>le  glWe.  expenditure  *Z  I  b*  b*ck  of  th«  report 

^  program.         ^na'ture  end  reciptent  data  for  FY  198M983 

Of  FY  1J83  wlfere  doU,r>    61  * 

aid  and  c„h  relief  (3*    *e'?,P<rrC<M,t  W  <*> 

rood  benefit,  accounted  for    4  per  fir  "^rtively). 
P*rc««t  was  in  the  for.  or  hou.fn.  £„  ?        t0t'1'  «"d  '* 
energy  li<f     ^  f(1|    Jj " "«  ben.f ltt,  job,-t raining, 

■H  »nd  other  aervice,      (s^'s  r  W*"lt  for  ^««ion 

p4!,e  2.)  *     {See  tabi*  1   f*t  FY  1931-1083  ,«£ 


elude! ^^.U°L2uTS3^!^»-  !•  <o„te»t. 

and  another  (em^.runeTrZT  *nded  °"  S*Ptea*er  30 

progra,)  that  wa.  .cTedJI 7  [n",'^  ^  and  °' 

ffTY*  *aflHM'hdt  "»itr.ry.     For  e«L  ?    V  T°€  ^fe  Pro- 
l"ted  under  both  ca.h  and  iedicl  IT    '  fT*"17^"-"". 
"  a  Mngle  progr-.  ^"Jl  aid'  fe  regarded  in.tead 

Reproduced  frost;       Dg  ... 

*««.rch  Service.    Cert •  CongrewiotuH 


SI 


TABLE  I.  UmiM*  M.jor  >^a-Te.ted  Benefic  P««r—V  W  1961-83 
,  TABLt  I..HP")  (mllioM  of  curtept  dollar.) 


Zsz^z^™  '-'"^riiii— 


RYB2 


i      M,dic«l  ««»        $22,091.7    $23,135.1  $25 


Ml 


nr81 


FY82 


nr83 


PY81 


FY82 


FY83 


j,    ch  „d               21,566.2  22,076.-  22,831 

..     fo*4b,«,fU.       15.600.0  15,534.7  17,770.5 

Hou.io*  b««*fit.  10,455,5  11,380.5  12,722.7 

».    is*«*i«i  7'890'8  8''50'7 

6.     J.,6»  6  training      7,516.3  3,989.4 

E0,rSy  -id              2.00*1.9  1,763.5 


0»7'l    $16,673.4    $17,790.4    $18,730.6  $  38,765.1  $40,926.3  $43,815.9 

U      10,996.8      U.271.8      11.697.9  32,563.0  33,348.6  34,529.3 

T80.0-       647.0          712.T-"  "  t*,t«M> 

0  10,455.5  11,380.3  12,722.7 

238.7  4,925.2  8,128.1  8,6*9.4 

81.5  7,600.2  4,064.2  4,169.4 

9.2  4,785.6  2,737.3  2.787.6 

0  2,008.9  1,763.5  2.048.9 


8. 


4,087.9 
2,778.4 
2,048.9 


0 

215.0 
83.9 
1,461.5 
0 


0 

238.1 
74.8 
12.5 
0 


TOTAL 


$87,^72.9    $88,496.4    $95,775.8    $30,010.6  $30  

 " voJ«  51) 


,034.6    $31,470.2    $117,283.5    $118,531.0  $127,246.0 
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Ch#ff  I 


Total  Expenditures  for  Income-Tested  Benefits 


1968  1973  »»  «*  **>  w  rm        W!T  »aT  »aY 


51 
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A.    Stature  of  Programs 

Note  of  these  programs  provide  income  "transfers," 
That  is,  they  transfer  income,  io  the  form  of  caah,  good*, 
or  Service*,  to  persons  who  make  no  payment  and  render 
service  in  return,    H<m(ever,  io  the  case  of  the  job  and  train" 
tnK  programs  and  some  educational  benefits,  recipient*  oust 
work  or  study  for  wages,  training  allowances,  stipends, 
grants ,  or  Loans, 

This  report  excludes  income  maintenance  progress  Chat  are 
not  income  trsted,  including  social  insurance,  many  veterans' 
benefits,  and  all  but  one  tax  transfer  program.    Thus,  it 
excludes  social  security  cash  benefits,  unemployment  ineur- 
ance,  and  Medicare/   The  first  of  these  programs  iir'*TY  1 9b* 3 
paid  out  34  percent  sore  than  all  income-tested  programs,  or  a 
total  of  $170,7  billion,  financed  from  payroll  tax  collections. 
The  report  also  excludes  payments,  even  though  financed  with 
general  revenues,  that  may  be  regarded  as  "deferred  compensa- 
tion," »uch  as  veterans*  educational  benefits  ($1.7  bilfe+on^ 
in  1983),  veterans1  housing  benefits,  and  medical  care  foC  ♦  * 
veteran*  with  a  service-connected  disability. 

The  report  includes  one  tax-transfer  program,  the  re- 
batable  earned  income  credit  for  low-income  workers  with 


children.    This  program  reduces  the  taxes  of  working  fats  i  lies 
with  ^rosj  income  be  low  $10,001)  and  makes  direct  payments  Co 
those  whose  income  is  below  the  income  tax  threshold*  Other 
tax  transfers  are  excluded  because  they  are  not  income  tested* 
Tax  transfers  (also  known  as  tax  expenditures)  increase  famili 
Jisposable  income  by  reducing  their  tax  liability.  Examples 
are  trie  deductibility  of  mortgage  interest  and  property  taxes 
on  owner~occnpied  property  ($20,8  billion  and  $8  billion  re- 
Hp«*ci  ively ,   »n  19<$3)  and  the  parental  personal  exemption  for 
students  j*ed  19  jrtd  over  <$1<P  billion  in  1983). 


a .     Sill  ion-Dollar  Programs  in  FY  1983 

In  f-Y  1^3  a  total  of  20  mcome-t estc-d  pro^ra^i*  spent  no 
thai  }i     1 1 1 1  on  each  io  Federal,  State,  and        a  I  funds.  The 

vjs  l#«  I  oy  Medicaid,  which  cost  more  than  the  sum  of  the 
i"<f   Lw  j>r  mran*,  Aid  to  Families  with  Dependent  Children 
iU'.»C>  jni  f-vid      .mp«?  ♦    Here  are  the  20  program*  and  their 
FY   Utf  J  •  •xp^iJiturea. 
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i. 

2. 
3. 
4. 
5. 


6. 


7 
8 
9 

to, 


u, 

12. 

13. 
14. 

15. 


16. 
17. 
18. 


19. 


20. 


Medicaid 

Af  DC 

Food  $tmp§ 
SSI 

Section  8  lower  income 
hou.iog  ...i.coce 
Medical  care  £Pr  veteran, 
with  «  non-.ervice- 
connected  di.ebiUty 

PMaiona 
Low-rent  public  hou.ing 
Guaranteed  etudent  loaoa 
P*ll  graaca  (fomerly 
»«aic  Educational  Oppor- 
tunity Crane f) 
Cenerel  aasiscaaca 
(«*dic,i  care  component) 
School  i08ch  itea9  Md 

reduced-price  aegnwnte) 
Title  XX  (ocial  eervice. 
Section  502  rural  hooa- 
iog  loana 

Ceoeral  ae.ietence  (cash 
and  non-»edical  care  vendor 
payment.) 

Lov-incc«e  energy  a».i,tance 
"rned  mcowe  tax  credit 
Co.prehen.ive  *.ploy«ent 
and  training  aervicea 
(CETA  Title.  II-g  „,d 
ll-C) 

Speci.l  .upplewsnte!  food 
Pro«r«  for  «o«nf  infant, 
and  children  (Wlc) 
Ue.d.tart. 


lit lion. 

834.98 
15.39 
13.27 
10.10 

4.99 


4.41 
3.89 
3.21 
3.10 


2.86 

2.44 

2.41 
2.40  b/ 

2.33 


2.11 
1,90 
1.80 


1.76 


1.16 
1.13 


Percent 
locree.e  Proa 
FT  1981 

15,1 

5,4 
12,8 

9.1 

60 


24.6 
3.7 
34 


23.7 
(-24) 

4.3 

c/ 

(-18) 


21.9 
6.4 
(-9) 


(-21) 


28.9  . 
11.6 


a/    Mot  applicable. 

b/    Federal  dollar,  only  net*  «r 

welay,  ,fter  1931.  Y'  Dttt  ***  «nav. liable  on  State  tot. I 

*■  ti.l  ^in^-  "*  «•  calculate  percentage  change 
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C.    Trends  ia  Spending  '\ 

Total  nnpennitere.  oo  cash  ami  non-ca.h  we  1  far.  progranW 
..u.l  ht  ti-.'gr«.t.r  ia  1983  then  to  1966 
allowance  for  price  inflation,  .pending  "J£**lt 
during  the  13  year..    Hea.ered  In  con.tent  1972  '«"«•'  J* 
climbed  fro*  919.9  billion  in  W19M  to  I  peak  of  $61.3  oil 
lion  in  IT  1981,  a  period  when  the  0.8.  population  grew  by 
15  percent.    Per  capita  welfare  .pending  grew  to  reel  tame 
(constant  1972  dollar.)  free  $100  in  Ft  19*8  to  $266  to 
FY  1981.  an  increase  of  166  percent.    However,  in  ft  1982, 
welfare  .pending  failed  to  keep  pece  with  inflation  for  the 
Ti,"  timTsioce  1973.  2/    In  real  tern,  welfare  outlay,  fell 
5  5  percent  ($3.4  billion  in  1971  dollar.).    Only  eligbtly 
•or.  than  half  of  thi.  «•»  reatored  by  increa.ed  .pending  in 
1983.    Chart  1  and  table  2  .how  the  course  of  welfare  .pending 
in  both  current  and  coo.tent  dollar.; 

During  1968-1978,  Congress  liberalised  *oew  old  welfare  pro- 
craws  and  established  new  one..    Some  of  the  major  expansions 
follow:      effective  in  1969  Congress  gave  a  work  incentive  bonu. 
to  all  mothers  who  received  AFOC  chack#}  the  bonus,  virtually 
repealed  in  lste  1981,  was  the  right  to  a  welfare  auppldmeoc  even 
effer  their  earning,  rose  above  the  State  standard  of  need.  In 
1969,  minimum  rent,  for  public  housin^vcrn  abolished  Ire in- 
stituted,  at  a  low  level,  in  197*).    By  1970  amendment,,  the  food 
,t*»p  program  wa,  converted  into  a  Federal  income  |JirMM  J" 
participating  counties.    By  1972  amendment,  ba.ic  educational 
opportunity  grants  were  adopted  for  all  needy  col  ege  .tudents. 
•  (tended  io  "middle-income"  studf  t.  by  1978 'l->.  J» 
effective  in  1974,  a  Federal  cs.h^ncoma  guarantee  ISSir  wa. 
enacted  for  the  aged,  blind,  and  disabled.  ["J*' 
food  uW<  were  extended  to  all  counti..,  providing  a  national 
income  guarantee  in  the  form  of  food  steep..    lh  1975    a  repat- 
able  tax  credit  wa*  adopted  for  low-income  workers  with 
children. 

In  1981,  however,  Congress  moved  to  restrict  eligibility 
fJf  ,.,ue  program,  and  to  lower  sow  benefit*.    For  " 

,po*.d  tr,»"  incomw  eligibility  limits  Or  %F1W  and  food 
*tj*p*,  reduced  AFOC  and  food  Steep  benefit*  f^r  Unites 


2/    Federal  outlays  for  six  major  income  and  madical  assist- 
ance p'rotrw*  (and  program  group.)  for  low  income  P""">  " 
mesured  in  constant  dollar*,  declioad  3  percent  from  FY  1972  to 
7*  Mi.    in  all  other  year.,  from  FY  1964  to  FY  198  ,  .uch  out- 
lay, rose.    The  programs:    medicaid,  .ub.idiaed  hou.mg  payment*, 
food  .tamp  program,  cash  as.istence,  and  veteran,  pension.. 
!  9.  Li^ary  of  Congre.s.    Congressional  Research  Service.  1985 
b^«et  perspectives:    Federal  .pending  for  the  human  resource 
Program*,     Ibyl  Richard  Rimkun..  and  Gene  Falk  [Washington]  1984. 
CRS  Report  94-3>  F.PW.     p.  159. 
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with  earmnge,  rai.ed  public  booaing  ««,,  and  redUCad  ,ub- 
•Utee  for  achool  lunch.,.  gffeccire  in  FT  1M3,  it  teawor- 
enly  reduced  the  food  ic«p  guarantee.  ^ 

 e"bi*  2  •how»'  th*  «oo««l  rate  of  growth  in  total  ex- 
penditure, for  need-baaed  benefita  declined  in  the  latter  part 
of  thia  period.    Heaeured  in  conatant  dollar*,  the  iocreaae 

•entiooed  before,  real  spending  declined  in  1982. 
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TABLE  2.    Total  Expenditure*  for  Income-Tested  Benefit* 

 ^rrenC  'dollars  v7     Constant  1*^2  dollar*  b/ 

Fiscal  year  (billiona)     ^  (billions).  


1973 
1975 
1976 
1977 
1978 
1979 
I960 
1981 
1982 
1983, 


16.062  $19,910 

36.829  «.995 

54  .  02  5  <*-*2l 

66.463  50.867 

73.092  52.392 

82.675  55.472 

89.894  5O.310 

103.319  59.911 

M7.283  61.267 

118.531  57.908 

127.246  59.611 


a/    FY  L*?<*  and  FY  1973  data  arc  from  "Income  Security 
for  AmeTican*:     Recommendations  of  the  Public  Welfare  Study. 
Report  of  the  Subcommi ttee  on  Fiscal  Policy  of  the  Joint  Economic 
Committee.    D^ber  5,  1974,    Table  4,  page  28.    Data  for  other 

y*!rFY  1975  data,  CRS  multilith  77-152  ED,  p.  I.     From  the 
total,  the  net  sum  of  $441  million  ha*  been  subtracted- 
$297  million  was  added  to  correct  an  error  m  housing 
outlays,  and  $738  million  was  deducted  because  of  a 
ivvUed  estimate  of  medical  benefits  for  veterans  with- 
out a  service-connected  disability. 

FY  H7*  data,  CRS  report  79-216  EPW,  p.  2.  From  the  total, 
the  oft  >f  $950  million  ha*  been  subtracted— $d3ft 

million  aid  *U2  million  in  lower  estim/ite*  of  medical 
^ndin*  for  veterans  without  a  service -connected  disabi- 
lity and  lor  General  Assistance  (GA>  medical  aid,  respec- 
tive!/, offset  in  part  by  the  addition  «f  $28  million, 
tne  sura  spent  on  weather izat ion. 
~  FY  1977  data,  CRS  report  *1~44  £PW\  p.  2.    From  the  total, 
tne  if  billion  has  been  aubtracted— $1 ,050  and 

*;V>  uillioi  i.i  lower  estimates  of  aedtcal  spending  for 
veteran  without  a  service-connected  disability  and  for 
i,A  jeitcil  aid,  respectively, 
i  Y  i*H    i  *t       ^RS  report  S2-113  EPW,  p.  2. 

—  F*  197<*-d"  data,  CAS  report  83-110  EPW,  p.  2.    From  the 
1979  and  NbO  totals,  $5/  million  and  $76.1  million, 
respectively,  have  been  deducted  to  correct  an  error  in 
reportel   wtlay*  for  nutrition  fsr  the  elderly* 

—  yi  19^1  -rt )  diti,  p-  2  of  thia  report. 

b/    Current  dollars  have  been  translated  into  1972  con- 
,tant~value  doLUr*  >y  use  of  the  implicit  Pr^«  ^^afJtc 
for  the  zross  njtimal  product:     fiscal  /ears  1968,  O.d067>; 
1973    i  0212;  I'm,  1  .2217;  1975,  1.3066;  1977,  1.3951; 
I97i!  \.k<Hk\  1979,  i.5964,  1980,  1.7329,  1981,  1.1143;  1982, 
l,0W\   anJ  2.1346, 
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for  awdic.1  .id,  food  o«.fitT^L  !fl      ^h  ia  1*« 

-cun.  for  «...   jS^^sJapLriiS:  zr*- to 

10  CCKltCfRt  dollars     in^Ui  - 

X-r.  for  eduction  ^TOVE^.-"'4* 

rt  1981         FT  1982      FT  1983       »y  v 


Medical  A'd  820.250  <tlo  aox.  - 

pood  Mo.fi,.  uy-2*i  ij.iw  95 

Education  2I73  5'W°  »<» 

Energy  Aid  1.049  .2J  ^JJ  » 


49 

wSf   «dg  -4 


-'    ""*'  •"  ">«  foe  c.t.1.  2. 

J>/    The  ris^  in  education'- 

«n  locowe  c««c  for  rh»  ff.  .*  "  1982  restoration  of 

(CSLP). 
inventory 


*• .  ro.oit, prJS^;;:B^;r!!j4reri?-'  « 

•rt-r  ,n  a,sence  L  ?979_8    ST-.  J  JJ-jm  J  i, 


1  •    ^tL1-°Lgj^»»  Wat  ion,  i  Pr^..^ 
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share  of  CUP  used  for  ioco«c~teat«d  benefit  progra»f  w»  *• 

follows; 


FT  1968 
1973 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 


1.93% 

2.94 

3.65 

4.05 

3.92 

3.95 

3.81 

4.03 

4.07 

3.88 

3.94 


2 ,    Share  of  Federal  Budget 

.    The  snare  of  the  Federal  budget  used  for  benefit  programs 
fur  the  needy  .ore  than  doubled  fro*  1968  to  1976  and  peaKed 
in  1978-1979  at  14.1  percent.    However,  it  began  dropping  in 
1980  and  in  1983  fell  to  12  percent,  lowest  since  1973.  Table 
4  suamarUe*  thia. 


TABLE  4. 


Share  of  Federal  Budget  Used  for  Need-Tested  Benefits 


Federal  spending  Total 
tot  Federal 
oeeJ-tested  benefits  a/  outlays 
(billions  of  current  dollars) 


1968 
1973 
1973 
197'j 
i977 
1975 
1  J/9 
I  4tM 
1951 
I  9b2 
1983 


$11,352 
26.775 
39.  340 
49.592 
54.7J1 
o3.')47 
09. 188 
7 1 . *69 
57.273 
88.496 
95.77b 


$178.1 

245.6 
324.2 
364.5 
400. ') 

^a.4 

491 .3 
57s6.7 
657.2 
728.4 
796.0 


3hare  of  Federal 
budget  for 
need-tested  benefit* 
(percent) 


6.4* 
10.9 
12.1 
13.6 
1  3.7 
U.l 
14.1 
13.8 
13.3 
12.1 
12.0 


a/    Data  sources  are 


the  saae  as  f*r  table  2,  p. 
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^  °f  jfeUgg  Paid  kt  rgd^  r„„, „ 

•onevhat.  „  follovs*  ^  lyM  t0  1979  «<*  then  declined 


«  1968  70  7X 

»"  72.7 

»»»  72.8 

I9™  74.8 

»9"  74.8 

76.3 


1979 
1980 
1981 
1982 
1983 


77.0 
76.5 
74.4 
74.7 
75.3 


°'    c°«PO"ition  of  Benefit, 

The  largest  »nc reaae*  durins  196ft~Ai  .  . 

««pendit»re.  Wr<  i„  fon..  oth.r  thH  c!.V    ^T^"^  b«™"< 
dramatic  change  in  the  c  ,  The  resale  i.  a 

caeh,  but  by  1983  the  caah  .h.rrhJ  *• 
drop  of  20  cent,  per  deflar  ill  1       \IU"  t0  2M  c«nt»*  - 
Provided  as  f  J  Z  tttltl  ^LTi  L  .IS  °f 
riaing  fro-  10.1  cents  pir  Je^ftt  l/c""8  th«  Pert0d' 

•hare  given  a,  aedical  aid  rtZ  \  e        *f  5°  2*'5  c*ot»« 
•hare  provided  7,  j£.  ^  P"""0'  **"  «" 

2-3  cent.  (29  percent).        tr*1B"«  a°d  "her  .ervice.  declioed 

^Urth^:^h^^r;hre^Idy::r^^r;7%.28^<,t^  t*h«  5  — 

»hift  toward  aid  in  eh/fo«  *f  ill-  .  ^'V"  4  »*8"i«c«nt 
tion,  and  energy  S.^"     n7  1.^  'oY  J^^'  i*?- 
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Chart  S 


Composition  of  Needs-Based  Benefit  Dollar 

Fiscal  Year  1983 


Strvice* 
12% 


Cduc  iti  >n 
6  8" 


j  I  s  -  T,a.r>>ng  _.. 
5  J' 

Pmt  n«a«ts  1o  not        f«  W  *««  *  rWMkil 


*       1 6^ 


9 
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Composition  of  NeeT-Based  Benefit  Dollar 
Fiscal  Year  1968 


5  4* 


Jobs  -  Tnwmno 
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TABLE  5.    Co»po»Uioft  of  »«*»~T«U«»  tooetit,  »/ 


Form  of  aid 


FY  1968    FY  1979     Ft  i960    Ft  1981    Ft  1982    Ft  1983 
(percentage  shera  of  total  aid) 


Medical  Aid  , 
Cash 

Food  Benefit* 
Housing 
gdocstioct  Aid 
Jobs-Training 
Services 
Energy  Aid 


29.9% 
46,9 

5,2 
4.9 
5.4 
4.7 
3.1 
0 


29. 9X 

31.  OX 

33.lt 

28.6 

28.3 

27.8 

12.0 

13.0 

14.0 

8.9 

8.9 

8.9 

5.5 

4.9 

4.2 

10.4 

8.4 

6.5 

4.4 

3.9 

4.1 

0.3 

1.7 

1.7 

TooTof  b/    TWT61      ioott  b/  1O0.0* 


b/    T>til        <  not  add  because  rounding. 
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**M®  Or  POVERTY,  YEARS  OF  PLOTTY 
GrwH  J.  Duncan 


The  Dynamics  of  Poverty 


-MaMfcrw  Mil,  AW  E^tbh  B*U 


We  (peak  o^Jy  „f  -fa.       .     tf .... 
".changing  grow  i^J^j  X  "  "  "".W  PWnt  aod 

numb(>r  *  **w»<  view,  have  beep  »lLi 


,      ,  ■»  *»wr      o«  values  and  tM<lfe&  i^oj  i^.  

»««r»  of  poy.rtr.  man  of  ll.Jrl  ."*?• J""*"  »•  Norg.nl. 
p.  35-69.  "  °f  P^e^r.  r««r»  of  plenty,  19*4. 
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<,i  poM-m  In  this  wnm-h  the  nmsl  efficient  ******  h  tu  «•» 
MM,,,)*-'  <>(  I  Ik-  poor  Hilh  m  simple  mixm*  transfrr  pn*ram  But  whatever 
the  view,  the  Morctitvpe  th«t  "the  pnur"  this  year  will  alsu  br  the  poor 
mil  vcar  -ml  hrvoml  is  sckkun  ipiestioned.  Poverty  ».  seen  by  must 
IM-.^-  an  j  |Hmrtcnt  condition  of  Wc  for  its  victims 

In  .M.lrt  lo  eaplow  the  dynamic*  of  poverty,  we  must  first  cimrider 
howpmcrtt  ri  defined  Hrrr  a***,  a*  with  opinions  alwul  it*  *****  and 
enrev  iIm'M*  mt  cuBMing  point*  of  view.  Owe  *cl  of  critici inrRues  «* 
11k-  oflkial  <W-finit«m  ufp«vertr«»dcr»tatc.  '*»  ,rur  r»tr,H  *  " 

l.N.  |u,M.mmKKH  or  liecause  it  shoiiW Ik-  Reared In chi«Nl to  Ifcr. r»tJ 
|„mK  standard*  of  mwkiy.  Another  set  of  critics  arr<«  that  theotVW 
.Minrinm  overstate*  t»ie  eatcnt  of  poverty  since  the  *-uefits  of  in-kiml 
motframt  such  a*  haul  stamp*  are  omitted  from  the  measure  of  resource* 
Hoth  view*  call  (or  adjustments  to  estimate*  of  annual  incornc  or 
needs  However,  the  purpose  of  understanding  the  wlcul  and  na 
lute  of  povcrlv.  neither  adjustment  is  as  telling  *  changing  the  time 
period  over  which  income  and  need*  are  measured  Esaminatinns  of 
pmertt  luM-tl  <m  data  covenn*  one-year  period*  do  not  capture  the 
aitual  wilalihlv  of  family  eemwwiic  fortunes.  This  volatility  demands  lhal 
«v  .hotmxuish  lu-twrwi  the  temporarily  and  I  he  penirtcntly  poor  Be- 
,  »,«■  so  utanv  policies  are  designed  with  a  definition  of  poverty  liwed 
„„  annual  MKimr  and  need*.  «  is  crucial  to  know  the  eslent  to  which 

 ,MI  liiinrc*  misclassnV  the  short  and  the  kinger-tcrm  poor 

Data  In.,,,  the  Panel  Study  indicate  that  nearly  one-<,uurter  of  the 
H  S  population  nprrk-mwd  at  least  occasional  periods  of  poverty  dur- 
ing llu-  nuirsc  of  tlx-  decade  between  I9(W  and  1978  However,  the 
uoioUr  with  ,*ni*tentty  low  rwourccs  was  much  kmrr  than  one- 
.purtci  ami  Milistanlially  kiwer  than  the  poverty  counts  base«l  .m 
single  year  Census  Bureau  information  Individuals  wi.h  persistently 
km  iiHsnnes  are  not.  as  some  wm.kl  have  it.  pred«uninately  an  "under- 
<U«  vouok  *lolts  livirm  in  \»nt?  urlian  areas  Rather,  persistent 
mnvrts  Wis  dis|H<i|N>rtiona(ely  on  blacks,  on  the  elderly,  and  on  those 
i,v..,K  in  rmal  areas  and  in  the  Sooth  The  persistently  poor  arc  more 
sl».,Jv  dcnne.1  Iry  tl^s«-  denwnphic  thararteristics  than  are  th,«e 
f.Miml  U,  Ih  poor  m  a  Riven  year  This  (act  h«  impiwtant  tmplwKunis  lor 
pniKiaim  that  sc<-k  lo  aim  ant  (poverty  fimds  most  em*ct»vely  at  K«> 
Kmihik  a.eas  with  .mly  sinrf<-  year  mformatkm  to  define  their  larjot 
11m-  |>ktiwe  of  need  in  U  S  wiety.  then,  is  largely  one  of  many  peoplc 
hi  t«-m|x)rarv  m-ed.  trf  whom  some  have  the  resources  to  see  thenwelve* 
ihimtRh  diflwiih  times,  while  others  may  need  temporary  assistance.  A 
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Mrrwrw  of  IWrty' 

«*«■.  «.  o«c*l  poverty  meJ^—L ^11.  A^TiL 
jSZIIT  19B8'       fc***!  (^rwrnnrt  adapted  «  Hi  ,»er«MonJ 

IVp.rtmmt  „f  Acrichine.'  ^  «Jrt»  uL  Zwi 

Mupte.  and  16.600  for.  fcnrffcrffclrtf.lZfclS?  T"*4 
«         of**  poverty  t?^^^^ 
«,u*fod  or  «c-c«Jed  thh  Itoe,  rt      "mmpw  t 

Although  fow  wooW  dap*,,  the  concept  th*  poverty  invoivw  to*,* 
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Money  Immw  m  •  rf 

1  I  .,  uurr  of*  (amity  *  V**ev**l 

....  ^  .1^,  (ninth  %  ncrdi  were  incrrAMtJ  b>  tn*  «*w  <w  ,u' 

*Slr*I  -l»~-<  aor.boWfaro^oflheUc^  to-ktod  I- 
J  iJLj  — *  TW  «*«,  of  food  *«,  ««. 

.tmic-  <m  |xwcrty  air  c»pfcjT«J  to  Cfc«p«*r  3 
It  oflUd  Poverty  U~  «  •  F«.hy  M«~«rr  «rf  IW, 
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«*  whether  In  I9M  «  fe-fe  rf ^  T»  ™T^7*  *"* "■■■W*  h  to 
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Figure  £.2 

Im  mm  v.  or  IIorsbtewt  Povcimf  u*  the  United  States,  1969-1978 


Poor  in  1  lo  7  of 
me  10  yean  (21  8%) 


Penwtentty  Poor 
Poor  in  8  of  More  of 
the  10  Years  (2  6%) 


the  om»  (and  2.6  percent  of  the  entire  population)  was  persistently 
poor.  For  the  remainder  (8.3  percent  of  tin,  entire  population)  poverty 
.mis  intermittent,  occurring  lor  three  to  seven  of  the  ten  years 

Raising  the  Poverty  Standard 

Since  many  Micve  that  the  official  poverty  standard  is  too  low,  it  is 
useful  to  examine  l»<m  a  25  percent  increase  in  the  needs  standard 
wouki  affect  the  estimated  incidence  of  short-  and  long-run  poverty^ 
These  effects  will,  of  course,  depend  upon  the  size  and  characteristics  ot 
the  group  of  individuals  with  incomes  sufficient  to  place  them  just  above 

(he  poverty  line  . ,      4    ,  , 

As  shown  in  the  second  column  of  Table  2.1,  these  effects  are  dra- 
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mat*  TV  incidence  of  one-year  poverty  is  increased  by  .mm-  than  half 
6.8  l-cent  toll  «  percent),  and  the  mcidence  oTpersisteTpT 
erty  «  rnwlv  doubled  (from  2  6  percent  to  5.1  percent)  This  todies 
that  a  substantial  proportion  of  the  population  live.  on  the  nwgin 
P«m.rty  „Kl  would  be  brought  into  the  poverty  counts  if  the  need, 
standard  were  somewhat  increased. 14 

Changes  in  the  Persistence  of  Long-Run  Poverty 

Our  analysis  has  found  substantial  turnover  in  the  poverty  population 
dunng  the  969-1978  decade,  with  nearly  one-^ZTZ 
poor  at  least  ^  but  a  very  small  fn*tion  persistently  poor.  In  looking 
*t  the  ent.re  clecade  we  have  not  yet  considered  the  possibility  that  the 

would  hke  to  know  whether  the  extent  of  turnover  was  as  widespread  in 

ami  the  1970s,  so  we  are  confined  to  examining  this  ten-year  span  for 
s^inral  ch.^  between  the  first  five-year  period  (1961M973)  and 
I*  second  (1974-  97^  The  economic  conditions  of  these  two  period 
differed  substantially.  Although  there  wa,  .  recession  in  the  fir*  perkH 
.t  was  m.kl  in  comparison  with  the  deep  .ecession  during  the  first  two 
year,  of  the  second  period.  And  although  single-year  inflation  was  high- 
est in  the  first  period  (in  1973,  when  it  reached  11  percent),  the  overall 
rise  m  prices  was  considerably  greater  during  the  second  period  (32 
percent)  than  during  the  first  period  (19  percent) 

The  results  of  this  analysis  are  easily  summarized,  despite  different 
TmmK  7^"*°"'  ^  PolW«.  there  were Tperce^Z 

lL7ZZn£^Un*SlV        U**r*™  P--ty  Acompari 
son  of  the  first  five-year  period  with  the  second  shows  that  almost  equal 
tractions  of  the  population  were  poor  in  at  least  one  of  the  five  years 

1  JTT  J",1*  BrSl  Peri°d'  16  6  P6"*"1     the  second).  Of  these 
.nd.VKluah.  the  fraction  poor  for  one  year  only  or  for  all  five  years  was 
virtually  mental  between  the  two  periods.  Finally,  there  was  no  treml 
n  the  year-to-year  poverty  turnover  rates.  Ttius,  neither  the  extent  oi 
"mover  nor  the  incidence  of  temporary  or  persistent  poverty  appears  to 
l»ave  changed  within  the  decade.  "tvears  IO 

What  Can  Patterns  of  Poverty  Tefl  Us  about  its  Nature? 

Movement  into  and  out  of  poverty  is  extensive.  Some  individuals  are 
!»«>r  for  only  a  few  years,  while  a  relatively  small  number  are  persis- 
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tt,„,y  poor  for  most  of  the  time 

on  lioth  the  patterns  of  poverty  ami  the  cWa^cns^  «m  vh,^s 
with  different 'patterns  Before  linking  prftern. 

esplore  the  <,«cstion  of  whether  the  year-to-year  patterns  of  povert> 

themselves  can  sited  light  on  its  causes.    five-year 

We  ran  illustrate  these  patterns  ^"^rJ^^A'L^ 
•Triad  from  1«74  to  1978.  The  fraction  of  the  populate,  that  feU  below 
«h  ,lerty  line  varied  a  hit  from  one  year  to  the  ne„t  durmg i  tins  time 
ZJZtSmm  hi«h  of  8.6  percent  during  the  recession  year  of  1975  to  a 
ZZ^T^tiu  the  fina^ea,"  About  one-sUth  (16.6  per^t)  of 
Z  IpulaL  was  poor  in  at  least  one  of  those  five  years  wbde  less 
EJ  two  percent  (1.8  percent)  were  poor  in  every  one  of  those  five 

impose  we  designate  individuals  who  were  poor  in  a  given  year  w«h 
»  T^and  «»««c  who  were  nonpoor  with  a  "0."  Each  indivnlual  m  the 
Lnlatio,.  Ims  a  five-year  pattern  of  I  s  and  Os  correspomh.g  to 
£  or  she  was  "poor  Teach  of  the  five  years.  Those  who  never 
^poverty  would  have  the  prftem  OOOOtUbose  poor  m  ^  second 
voir  onl  wo»M  he  represented  as  01000.  those  poor  in  all  but  the  ast 
IZ  "JukHhow  up  asTlllO,  ami  soon.  What  can  these  patterns  tell  us 

^S^SSl  thc  diversity  of  ^^erty 
It  might  In-  thought  tUt  those  experiencing  poverty  would  tend  to 
g tt,nsclves  into  certain  Caracteristic  patterns.  One  ****** 
«Z  with  progressive  upward  mobility  (with  patterns  like  I1WW, 
HMO  T).  Zn^^dZ^n^my(mil,mU.  etc),  and  a 

"ninder  x^stently  poo,  (11  HI)  But  this  is  not  the  ™,  There  arc 
i^i^mhination^  poverty  pMterns  for  this  fi rjmml 
J  m  least  a  handful  of  Fwl  Study  individuals  « 
palter.,*  Tin.  most  frequent  paKem.  of  course.  ,s  «XW0.  reprtsjnt  g 
fise^feihf  of  the  population  that  escaped  poverty  altogether.  Of  the 
^  31.  the  .nost  frequent  patten,  was  a  smgle  year  powrtjr  < ep»- 

I      the  recession  vear  of  1975.  e^nenced  In^only  2  percent  of  the 
potion  (Mose  behind  was  the  18  percent 

were  ixtor  in  everv  me  of  the  five  years,  flte  only  other  patterns  that 
we  e  Ux  nenced  by  at  h  ast  I  percent  of  tin-  population  were  single^ 
Zll  .Kwerty  envies  in  years  other  tlun  1975.  In  smn  patterns  of 
-rty  are  «,«!te  diverse  ami  refuse  to  conform  to  a  simple  typology 
'  we  J.  I-  more  sophisticate!  in  our  search  for  order  ...  these 
patterns  A  crucial  question  regarding  the  nature  of  poverty  .s  wither 
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»«<■  i»«.r  i.  tw  „«.  y„r     „  rZ^,"M'    in  • 

should  take  the  liOOo£L  LiT.?     l  ^'VKJuab'  patterns 

spread  over  all  four  .^e;kL      «  .    r  nwsoaes  are  more  even  y 

f^vrrU  episodes  to  lamp  the^X-  ,  *  Wde5'  ««HlCncy  for 

wt  re  poor  at  some  time  during  the  period. w 
Eiplamrns  Short-  and  Long-Bun  Poverty 
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A  complete  explanation  of  why  individuals  are  poor  would  require 
mauv  interrelated  parts.  An  understanding  of  family  composition  differ 
ewes  requires  tlieorics  of  marriage,  divorce,  and  fertility.  The  definition 
of  what  constitutes  minimal  living  standards  requires  an  understanding 
of  society's  judgments  of  Imsic  needs  and  how  they  change  over  time. 
Sinee  most  of  a  family's  income  comes  from  the  labor  market,  we  also 
need  to  know  tin-  determinants  of  the  wage  rate  an  individual  can  com- 
mand for  each  hour  worked,  and  understand  how  many  hours,  if  any, 
caeh  individual  chooses  or  is  constrained  (through  unemployment  or 
tmdcrcmpktyincnt)  to  work.  Since  some  income  is  a  return  on  savings  or 
other  assets,  we  need  to  explain  why  some  individuals  accumulate  such 
assets  ami  otliers  do  not.  Finally,  since  some  income  comes  as  transfers 
from  the  government,  we  need  to  kj^w  why  these  various  transfer 
pntgrams  c*ist.  bow  generous  they  are,  and  why  some  eligible  individu- 
als d  »t  participate  in  them.  Compounding  our  task,  these  explana- 
tions must  take  familv  decisions,  rather  than  individual  decisions,  as 
then/hase  Moreover,  these  components  are  obviously  interrelated.  Of 
jwriHt  ular  policy  """cm  is  bow  transfer  programs  affect  decisions  about 
work  hours,  savings,  chitdbearing,  marriage,  and  divorce. 

Although  it  is  important  to  know  bow  many  of  the  .poor  are  elderly  or 
...onI  theories  ««  l»«verly  funis  on  able  lmtM.  fomeMerly 
;K|„|,s  w|h,sc  |>otcntial  lor  rising  out  ol  poverty  rests  on  their  ability  to 
work  enough  bom*  at  a  sufficiently  high  wage  rate.  Such  theories  of 
poverty  consequently  liccwur  tl»eories  of  wage  rates  and  labor  supply 
Schiller  (1976)  groups  such  explanations  into  categories  of  flawed  char- 
acter" and  restricted  opportunity."  The  "character  explanation  as- 
sumes that  there  are  abundant  opportunities  for  improving  ones  eco- 
nomic status,  but  that  the  poor  fail  to  take  advantage  of  them  liecause  of 
lack  of  initiative  and  diligence.  The  -opportunity  explanatums.  on  the 
other  band,  contend  that  the  poor  have  been  denied  sufficient  access  to 
economic  opportunities  and  that,  regardless  of  their  initiative  or  cbh- 
genee.  they  cannot  avoid  poverty  unless  their  economic  o,H*>rt»"">« 

"Torrmo:,!  a.noog  the  character  explanations  is  Oscar  U-wis's  "culture 
of  poverty  tbeorv.  Developed  from  anthropological  case  studies  of  poor 
|a,„ilu  s  in  a  number  of  countries,  this  tln-ory  was  influential  in  formula- 
<„,*  policies  to  fight  the  war  on  poverty.  The  theory  holds  that  an 
ide  ntifiable  minority  poor  families  share  attitudes  and  values  that 
keep  the  n,  poor  and  cause  poverty  to  l»e  passed  on  to  then  children  as 
well: 
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(rl^J^Z!* V**^  *****  Mo  M  lends  to  pm^, 

,*cM  nw«  Attention  to  generation  bee**.,  nfu.  I*  ropeipeujate 

the  time  d„w  children  ai^T^  ^Tdl  fclf^LS?  'J****".  By 
basic  values  and  altitude,  J S^S^IT'  ""^  sb*orbed 

M«  wnfch  may  occur  in  the*  lifetime  (Lewi,,  1969 

thought to  r  r5"™  rf  "ome  rf  the 

Becker  (1975).  A  more  detailed  explanation  of  this  theory  I.  a™,  „ 
Chapter  4,  but  it  is  efficient  here  to  note  that  it  view,  Z  IXSJh 
nroduct,v,ty  a,  dependent  upon  the  training  acquired  formally,  a, 
through  schoo  .  or  through  less  formal  on-the-job  training.  Although  the 
acquisition  and  monetary  value  of  this  training  may  be  Influenced  by  dis- 
crimmatkm.  nepotism,  and  changing  labor  market  opportunities,  the  fo- 
«,s  of  the  human  capital  approach  is  on  the  productivity  of  the  individual. 

<»ber  theories  shift  the  focus  away  from  the  individual  to  the  labor 
market  in  which  he  or  she  works.  The  labor  markets  in  which  tow-wage 
jvorkers  find  themselves  are  seen  as  characterized  by  instability  and 
little  chance  for  advancement;  indeed,  career  ladders  may  be  lacking 
entue/y.  Furthermore,  the  dynamics  of  these  labor  markets  aie  seen  as 
causing  worker,  to  develop  working  habits  that  tend  to  lock  tbem  into 
then  jobs  and  greatly  reduce  their  chances  of  moving  into  the  more 
stable.  Mter-paid  labor  market.  In  this  view,  tow-wage  employment  is 
not  a  resuU  of  individual  productivity  but  rather  is  a  result  of  the  struc- 
ture of  the  labor  market  in  which  low-wage  workers  arc  employed.  This 
is  clearly  a  restricted  opportunity"  view  of  poverty. 

The  multitude  of  factors  affecting  economic  well-being  makes  a 
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Minpk*.  single  "test"  of  the  various  theories  of  poverty  impossible.  In- 
stead, we  will  lx?gin  with  a  descriptive  overview  of  the  characteristics  of 
the  persistently  poor,  followed  by  an  explicit  examination  of  the  role  of 
work  hours,  unemployment,  and  low  wage  rates  as  possible  causes  of 
poverty,  and  finally,  we  will  look  at  the  factors  associated  with  changes 
in  poverty  status.  Hits  analysis  parallels  the  general  analysis  in  Chapter 
I  of  the  ways  in  which  attitudes,  other  background  factors,  and  events 
operate  to  produce  changes  in  the  economic  status  of  a  group  of  house- 
holds representative  of  the  entire  population,  but  differs  from  it  by 
locusiitg  on  initially  poor  male  and  female  heads  of  households. 

Characteristics  of  the  Short-  and  Longer-Term  toar 

If  we  had  found  little  turnover  in  the  poverty  population,  differences 
in  the  characteristics  of  the  short-  and  long-term  poor  would  not  be4>f 
concern,  and  tin'  list!  of  a  one-year  accounting  period  would  not  have 
misckissificd  many  of  the  poor.  An  understanding  of  the  incidence  of 
one-year  poverty  woukl  have  been  equivalent  to  an  understanding  of 
longer-term  |*ivcrty.  But  the  Panel  Study  data  show  considerable  turn- 
over, with  a  substantial  number  of  individuals  who  are  Only  intermit- 
tently poor,  and  a  much  smaller  group  who  are  persistently  poor.  When 
we  enamiue  the  demographic  characteristics  of  these  different  groups, 
we  find  striking  differences  lietween  the  characteristics  of  the  persis- 
tently poor  and  those  only  temporarily  poor  during  the  decade,  and 
notable  differences  between  the  characteristics  of  those  two  groups  to- 
gether and  those  of  the  group  of  individuals  poor  in  a  specific  year 
(1978).  The  temporarily  poor  do  not  appear  to  be  very  different  from  the 
population  as  a  whole,  appearing  to  differ  from  nonpoor  families  only  in 
(hat  they  have  one  or  two  bad  years.  In  contrast,  the  persistently  poor 
are  heavily  concentrated  into  two  overlapping  groups:  black  households 
ami  female-headed  houscliokls. 

TaMo  2.2  compares  the  demographic  characteristics  of  individuals 
poor  in  one  year  ( 1978).  individuals  poor  only  one  or  two  years  out  of  the 
len  from  1969  through  1978  (termed  here,  the  "temporarily  poor"),  and 
individuals  poor  at  least  eight  out  of  the  ten  years  (the  persistently 
poor).  For  purposes  of  comparison,  the  demographic  composition  of  the 
entire  |>o|Hilatinn  {not  just  the  poor)  is  given  in  the  final  column.17  Al- 
though the  table  is  Imed  on  counts  of  individuals  poor  in  the  various 
lime  periods,  many  of  the  demographic  characteristics  relate  to  the  head 
of  the  household  in  which  the  individual  resided  in  1978. 
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11k-  following  can  serve  to  illustrate  the  structure  of  Table  2.2.  In  the 
rightmost  column  ("Entire  Population")  the  numeral  6  appears  in  the 
eighth  nw  down,  sliowing  that  of  the  entire  population,  only  6  percent 
lived  in  families  headed  hy  a  black  man  under  the  age  of  65. w  Relative  to 
this  6  percent  figure  for  the  entire  population,  individuals  living  in  such 
families  are  overrcpresented  among  Iwth  the  one-year  poor  (11  percent) 
and  the  temporarily  poor  (II  percent)  and  are  particularly  overrepre- 
seuted  among  tin-  persistently  poor  (20  percent).  Thus,  persistent  pov- 
erty is  considerably  more  concentrated  among  households  headed  by 
iionclderly  black  men  than  the  one-year  poverty  figures  would  indicate. 

In  general,  the  demographic  composition  of  the  temporarily  poor  is 
much  more  similar  to  the  composition  of  the  population  as  a  whole  than 
it  is  to  that  of  tin-  persistently  poor  or  to  those  found  to  be  poor  in  a 
Riven  yeai  w  Whereas  5  percent  of  the  entire  population  lived  in  families 
headed  by  an  elderly  woman,  7  percent  of  the  temporarily  poor  were  in 
Mich  a  situation  Comparable  fractions  were  also  found  for  families 
lieaded  by  an  elderly  man.  Hie  geographic  focatjon  of  both  groups  was 
similar  as  well.  Hie  temporarily  poor  were  somewhat  more  likely  to  be 
black  or  to  live  in  a  household  headed  by  a  woman  or  a  disabled  individ- 
ual, but  these  differences  were  small  relative  to  the  sharply  different 
characteristics  of  the  persistently  poor. 

A  glance  at  the  second  column  of  figures  in  Table  2.2  reveals  that  the 
characteristics  of  the  persistently  poor  differ  substantially  from  all  other 
groups,  including  the  one-year  poor.  Persistent  poverty  is  heavily  con- 
centrated among  blacks,  and  particularly  among  families  headed  by  a 
mack  woman.  Although  blacks  constitute  only  about  12  percent  of  the 
<  Mill,  population  and  42  percent  of  the  one-year  poor,  they  account  for 
B2  percent  of  the  persistently  poor.  Almost  as  striking  is  the  concentra- 
tion of  persistent  poverty  among  families  headed  by  a  woman.  Although 
just  one  fifth  (19  percent)  of  the  entire  population  lived  in  such  families, 
they  accounted  for  more  than  three-fifths  (61  percent)  of  the  persistently 
j>oor  But  while  similar  proportions  of  the  one-year  poor  and  the  persis- 
tently |x>or  were  living  in  households  headed  by  a  woman,  these  propor- 
tions differed  markedly  by  race.  Of  the  individuals  poor  in  1978.  almost 
one  half  (47  percent)  lived  in  households  headed  by  nonelderly  women; 
slightly  over  half  of  these  female  household  heads  were  black  and  , 
slightly  less  than  half  were  white.  Of  the  persistently  poor  individuals, 
roughly  half  also  lived  in  lKwseholds  headed  by  women,  but  persistent 
poverty  was  much  more  heavily  concentrated  among  families  headed  by 
black  women  than  among  tmrse  headed  by  white  women-— indeed, 


ERIC 


9 


73 


A  comparable  racial  difference  show,  up  for  male-headed  families  In 
Oh J  population  as  a  whole,  individual,  living  fo  &milies  headed  by  none!- 

nonelderly  b«-ck  men  (6  percent)  by  10  to  1  But  among  the  persistently 
poor  the  ratw  actualfy  reverses  to  1  to  5.  with  only  4  percent  of  the 
patently  poor  living  in  famUie,  headed  by  nonelderly  whT  men  „ 
™fZl7th  taSunille,  headed  l^deriy  bhxTnL 

Poverty  figures  from  a  single  year  also  give  a  misleading  picture  of  the 

h£Z£  *r**"*i9m-  nxne  of  the  one* year  poor 

L  ft*  ™  T*5  than  *™n  towm  or  rural  areas,  the  propT 
^ll?  IT  P?",$*en,,y  PfT  ,ivjn*  J"  far*-  urban  areas  is  considerably 

Tafot til  T?r*hk  *****  **«  ^  «»»n  towns  -  mraUeT 
Taken  together,  the  figure,  shown  in  Table  2.2  concerning  the  location 

stTSL5"**^  S°°thern  ^  rund  ^-ocbmorerT 

(IWW)  emphasis  on  northern,  urban  black,  nor  Auletta',  (1982)  depiction 
of  the  persistently  poor  as  an  urban  underckss.  Although  persistent 
poverty  k  heavily  concentrated  among  Macks  (and  their  poverty  may 
m.11  be  explained  by  factors  „„rebted  to  their  culture),  it  i,  not  hea*3y 
concentrated  in  northern  urban  area,.  Among  the  persistently^ 

k«,  than  of  the  one-year  poor  or  even  of  the  population  as  .wMe 
Despite  the  fact  that  *.  official  poverty  standaTwe^ 
founds  than  for  nonferm  families  during  the  1970s,  rural  poverty  ar> 

^«£7Jtt£  nthM  ~  ^ 

secUon  include  cash  welfare  payments  in  the  measure  of  income  Ex- 
eluding  those  payment,  not  only  increases  the  number  of  families  found 

graphic  d.stnbution  for  the  prewelfare  persistently  poor.  Long-term 
welfare  payments  are  concentrated  among  families  living!  urban  areT 
*>  subtracting  welfare  from  income  result,  in  a  percent^  fW 
hv,ng  ,n  large  cities  which  is  as  high  among  the  pre^re^l.eentt 
poor  as  ,„  the  population  as  a  whole.  Characteristics  of  the^X 
poor  are  given  in. Table  2.3.  A  more  complete  d^ssion  of  weZTamJ 
poverty  is  given  in  Chapter  3. 
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Work  Hours,  W«gr  Roles,  and  Poverty 

newed  as  the  best  vefocfc  for  climbing  out  or  staying  out  of  poverty 

.  H,KtT  'S  ^  ProdMCt  ««iPonent,™the  hourly  I  I 

the  t<rfal  number  /hour,  worked  I„  this  section,  we  ZpZZ 

^fln!^  poverty 
Most  „f  tfo.  group  that  we  have  defined  as  persistently  poor  lived  in 
nousehoklj  where  the  Head  worked  in  fewer  thTStfof  thTLu ytL 

"t,t^f  ^  '  **  ^  considerate 

cCr  hi "T  "f  Poor  out  of  poverty.  Bu,  a 

iul  CS  l  *?  pe,rs,Sle',f,y  |KWr  rcveaJs  "»«  ^  vwt  majority  live  in 
honsehokls  headed  by  someone  who  might  not  be  expected  to  work 

P  7*?  m  men,aI  *"»"»•».  ^  or  c*ikW  respond 

Md,  h^/*JM|  y        iZ^^^  P^'^fy  Poor  live  in  house- 
hoMs  beaded  by  an  able-bodied,  prime-age  man.  and  nearly  half  of 
these  men  w,„kcd  for  substantial  periods  in  at  least  five  of  the  ten  years 
To  what  eatent  can  the  economic  status  of  families  headed  by  able- 
bodied   noneklerly  men  ami  women  be  improved  through  increased 
'r rS      i"i?Her  wj^es?  Levy  (1976)  calcubted  answers  to  two 
what  »f  qucstKHis  ,n  order  to  determine  the  effects  of  low  numbers  of 
work  hours  and  km  wage  rates  among  Panel  Study  bousehokls  headed 

1%^^%£>~- 1967  ^ »*" »<» - 

f^Trn,  o/f^o,         WflMr(  gfu/  Unemployment 

'         {  tlH\  <*  l^r  households  all  had  foil-time  jobs  a't  their 

n  ,H,rted  hourly  wage  rates?"  Levy  found  that  low  numCof  work 

tZu  Z17>  3  mT  faCt°r     ,he  Poverty  among  hoZ* 

eWerty  male  household  head  living  below  the  poverty  km-  worked  85 
percent  normal  full-tune  work  hours,  and  inSgUjZto 
100  percent  wonfcl  have  lifted  very  few  out  of  poverty.*  r^Tuse 
boh  heads  ,„  p^rty.  on  the  other  band,  did  work  numyW  boor, 
Am  then  ,«>n^,r  counterparts  However,  their  wage  rate,  W^oW 
hat  even  large  increases  in  work  hour,  would  noThave  pulleS^nyo, 
them  alwve  the  poverty  line. 

Tbi?  weak  relationship  l,etween  low  work  hour,  ami  poverty  was 
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liorne  out  bv  an  examination  of  poverty  and  unemployment  unAertAxn 
t,v  Corcoran  ami  Hilt  (I960).  They  used  Panel  Study  information  fcrtbe^ 
years  between  1967  and  1975  to  calculate  the  fraction  of  the  poverty 
population  that  would  nut  have  been  poor  if  the  heads  of  their  house- 
holds  had  Ikhmi  able  to  work  the  amount  of  time  they  reported  being 
unemployed  Overall,  the  heads  of  poor  households  ^  »^P^« 
Uh  less  than  three  weeks  per  year,  losing  an  average  of  about  $620 
annually."  Unemployment  compensation  made  up  for  only  about  onc- 
sirth  of  their  fort  earnings.  The  addition  of  earnings  fort  because  of 
unemployment  would  have  brought  only  about  one-tenth  of  al]  individu- 
al, in  iNior  households  .Hit  of  poverty.  Clearly,  then,  low  numbeas  of 
ux.rk  hour*  in  general  and  unemployment  in  particular  were  "ot  apre- 
dominant  cause  of  poverty  among  the  households  headed  by  noneWerly. 
able-bodied  individuals. 
Effect*  of  hm  MVigr  Rates  y 

What  f bead*  of poor  bom^lwlds  had  worked  tfo  ir  reported  numlwr 
of  hour*  at  '  normal"  wage-rates?  The  concept  of  "normal"  wa«e  rates  is 
„,ore  compl**^  than  "normal"  work  hours.  The  latter  can  he  reasona- 
hlv  assumed  to  U>  enual  to  the  overall  average,  full-time  workweek  But 
it  would  not  Ik-  reasonable' to  assume  that  all  heads  of  poor  households 
eo  dd  earn  a  pav  r*v  equal  to  the  overall  average  since  hourly  earnings 
arc  systematically  related  to  the  demographic  characteristies  that  distin- 
guish the  heads  of  poor  and  nonpoor  houschokls-level  of  edition, 
K<^rapl,K  location,  race,  se*,  and  so  forth  Thus  a  more  appropriate 
procedure  is  to  define  "normal"  pay  rates  as  the  average  hourly  earnings 
of  individuals  with  si.niUr  characteristics.  Levy  finds  that  based  on  the 
characteristics  of  the  heads  of  poor  households ■  »he  e^rf  average 
wage  rale*  were  very  low-between  $2.00  and  $2 .20  per  hortr  in  1967 
f„r  all  men  and  for  white  women,  and  only  about  $1.30  per  hour  lor 
black  women."  Unv  as  these  e*i>ected  wage  rates  were,  the  actual  wage 
rates  of  these  men  and  women  ^  still  lower-between  10  and  40 
percent  |r     ban  hV  espected  raty*.  If  wage  rates  of  poof  household 
Leads  had  lire.,  hrought  up  to  uVespected  "normal  level,  while  main- 
taining the  same  ..,,,..1^  of  work  hours,  the  incidence  of  poverty  among 
male-headed  bonselmkls  *vo.,ld  have  declined  by  30  to  40  percent.  For 
women,  on  tin-  other  hand.  tl»c  increase  in  wage  rales  from  the  actual  to 
the  expected  'mwmJT  would  not  liave  increased  kd*»r  incomes  suln 
eiently  to  bring  many  of  tin-  liouscholds  lieadexl  by  a  woman  out  of 
povt'ify. 
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""J**  •»«»«*■"*>  household  heads  is  neither  a  function 
"f  *"  »»^"»«y  km-  number  of  work  hours  nor  of  wage  rates  that  ar^ 

rates  of  wo.no,,  with  comparable  demographic  trait,  would  be  too  fowt 
hrmg  many  oi  , he  poor  female  heads  out  of  poverty.  Neither  km  work 
hours  m  gem  ral  m*  uncmpfoymcnt  in  particular  keep  nvmy  households 
iN-aded  by  men  Mow  the  poverty  line."  Most  of  these  able-bodied  men 
work  close  u,  ,„„  Mm,,  and  while  a  relatively  small  number 
long  s,x.|ls  of  ummpfoyment,  only  a  small  number  would  be  liftSout  of 
poverty  ,f  «mcm,Hoyment  were  completely  eliminated.  Poverty  among 
male  hmMA  H  ad,  is  much  more  a  function  of  unusually  low  wage 
rates.  AltU.gh  the  problem  may  be  due  in  part  to  temporary  miZ 
tum.|  that  occur  mvasionally  aiKl  randomly,  it  may  also  stem  from  per- 
manent cWacteristics  of  some  men  that  lead  to  lower  wages.  In  the 
»«xt  sect™  we  examine  in  more  detail  the  role  of  personal  characteris- 
tics. U\nn  market  experience.  and  marital  status  in  improving  the  long- 
run  economic  well  k  ing  of  poor  families. 

What  Causes  Some  of  the  Poor  to  Improve  Their  Status? 

We  have  seen  the  dramatic  extent  of  turnover  in  the  poverty  popula- 
te. ,,„|,catmg  that  many  of  tln^c  wIk,  were  poor  at  one  time^ubse- 
,ue„t  y  <^,x.  from  poverty,  while  a  minority  suffer  from  persistent 
,  y  y  Th,s  chvers.ty  of experience  provides  an  opportunity  to  invest,. 
M.e  the  m,hal  conditions  and  sulmnjuent  events  that  distinguish  those 
who  ck,  well  from  .   «e  who  do  not.  The  amdysis  presented  Lre  pari 
kl  that  s.un.nariaed  in(;hapter  1.  except  that  the  unit  of  analysis  here 
•s  (he  fcnndy  head  rather  than  all  individuals.  From  the  entire  set  of 
Panel  Study  fannies,  we  selected  families  that  began  the  1970s  below  or 
..ear  Mm.  official  poverty  line  and  that  were  headed  by  a  nondisabled 
.Kmcklerly  man  or  woman.*  Improvements  in  economic  status  are  mea- 
sured l»y  increases  h.  the  ratio  of  family  income  to  need,  Tbe  measure 
used  here  ,s  klcntica  to  the  one  used  in  Chapter  l-«,  average  annual 
growth  rate  .,,  family  income/needs  during  the  period  from  1971  to 

All  in  all   the  growth  in  this  measure  of  economic  well-being  was 
even  more  favorable  for  these  initially  poor  families  than  for  the  popula-' 
mm,  as  a  whole.  For  more  than  75  percent  of  the  male-headed  fHfes, 
the  ineomc-to-needs  ratk*  grew  faster  than  inflation,  compared  with 
..Ikn.I  ,0  perce„t  for  the  female-headed  families.  Black  female  household 
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T«He  2.4 

imtotm*  ano  Effects or  Various  Ev«m on  C*^i£ I»co«/Neei* 
run  Initially  Ffroa  HowEftouw,  1OT1~IV78 


Male  HotwdwM  Heads  (Manjcd  or  UmiauTied) 


Event 


Miuriftgr 

Not  m*r  rktl  in  197 1 
married  m  1978 

L«l*tr  Force: 
Head  worked  Hi 

Mb  1971  &  1978 
Hr*J  *tarted 

working 
Head  skipped 

wi  irking 
Head  dkU'l  work 

either  time 
Wife  worked  m 

UAh  197!  &  1978 
Wife  started 

working 
Wife  stopped 

working 
WnV  dkln't  nwk 

cither  time  «• 

im>  wile  present 

Children. 

Nunriicr  Inrtbs 
Number  of  years  in  which 
children  left  Home 


Fraction 
Experiencing 
Event 


8% 

89 
5 
5 
1 
8 
54 
8 

50 


Efcc*  of 

Event  on  Annual 

Growth  Rate 


♦  5%  higher  growth  than 
reference  group  (beknv) 


Reference  group 


+5%  higher  growth  than 
reference  group  (below) 


Reference  group 

2*  lower  growth  per  birth 

I*  higher  growth 


heads  were  somewhat  less  able  to  keep  pace  with  inflation  than  were 
male  ami  white  female  household  beads,  but  even  among  this  group, 
more  than  60  percent  succeeded  in  keeping  up.  As  with  the  averages  for 
the  entire  population,  these  figures  conceal  a  great  diversity^  experi- 
ence; some  families  greatly  Increased  their  econonuc ^wefl-betng  while 
others  ended  up  considerably  worse  off  than  they  bad  been  ongtr^Hy. 

In  order  to  differentiate  the  successful  from  the  unsuccessful^^ we  used 
a  framework  similar  to  that  used  for  the  analysis  presented  in  Chapter  1, 
distinguishing  the  effects  of  initial  characteristics  such  as  attitudes,  edu- 
cation, and  age  fitmi  events  l*e  changes  in  marital  start,  and I  move- 
ments into  and  out  of  the  labor  force.  The  events  are  listed  in  Table  2.4, 
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labJc  2,4  (Cofitimicd) 


Eve* 


Marriage: 
Not  married  in  1971, 
married  in  1978 
Labor  Force: 
Head  worked  in 

both  1971  &  1978 
Head  started 

working 
Head  stopped 

wvckfng 
Head  didn't  wi?rfc 
either  time 
Children; 

Nnrnber  nf  birth* 
Number  of  years  in  which 
children  left  home 


fen  '   Moitaehold  Heads  (AH  Unmarried.  1971) 


Fraction 
Experiencing 
Kvent 


whrtc 


EnVct  of 
Event  on  Anrnad 
Crow*  Rate 


41% 

38 
31 
14 

17 


14% 

34 

26 
11 
29 


4-7%  higher  growth  rate 

1km  tnoac  remaining  unmarried 

+  6*  higher  growth  than 
reference  group  Mow) 
+9%  higher  growth  than 
reference  group  (below) 
-5%  lower  growth  than 
reference  group  (below) 

Reference  group 


 flower  growth 

poor.  14%  wrre  married  m  1978  (  W J^.lTZ^  hoW*ebo,<|  hn>d*       *m  hWltoHy 


^hsutr-rc',UCnCy  ^  ^  **  -  ,„ 

By  far  Uhs  met  import*,*  event  for  the  economic  statns  of  female 
household  he^dswas  marriage.  All  of  these  women  w,re  unmlSt 
the  first  year  of  the  period-that  is,  they  had  becone  divorceZ^em 
rated  from  a  prevwus  marriage,  had  never  been  married  before  oTrtn 
rare  cases  for  these  relatively  yotmg  women)  had  W tSo^ed 
TW  who  had  married  by  the  end  of  the  period  had  anTual  incW 
needs  growth  rates  that  were  about  seven  percentage  points  ChTthw 
for  hose  who  had  not  married  «  Although  7  percent  may  seemWfcnT 
«nt  in  foe,  such  an  jocrea$e  {,     ||e  W<J  ^  ,  The 
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poverty  line  in  1971  to  more  than  60  percent  above  it  in  1*7* I  There 
were  dramatic  different,  however,  in  the  fractions  of  w^te  ^  bkck 
female  household  heads  who  had  married.  More  than  two-fifths jrf  the 
white  women  had  married  l»y  1978.  compared  with  less  than  one-six  hot 
the-  black  women,  Thus,  one  main  reason  that  persistent  poverty  is  so 
much  more  prevalent  among  black  than  white  women  lies  in  their  difler- 

iiig  rales  of  marriage.  « 

I,.  contrast,  neither  marriage  nor  divorce  had  much  effect  on  the 
economic  status  of  male  household  heads.  Fewer  than  one-lenth  of  these 
were  unmarried  at  the  l>eginning  and  at  the  end  of  the  period,  and 
their  change  in  economic  well-being  dkl  not  differ  significantly  from  that 
of  comparable  men  with  other  marital  patterns. 

Movements  into  and  out  of  the  labor  force  might  be  expected Ito 
produce  sul*ta»tial  change  in  economic  status  and  this  was  indeed 
found  to  Ik-  the  case,  especially  for  female  ^^^^^P^ 
will,  die  group  of  female  beads  who  were  out  of  the  labor  force  at  both 
the  Ik  ginning  (1971)  and  the  end  (1978)  of  the  period,  tho*.  entering 
the  lal*>r  force  did  sulwtantially  better,  and  those  leaving  it  did  substan- 
tially worse  *  IVrhaps  surprisingly,  the  women  who  had  been  working 
at  both  points  in  tinte  and  had  begun  at  a  higher  income  level  also  had 
the  highest  income/needs  growth  rates~6  percent  higher  on  average, 
than  tin-  reference  group  composed  of  those  out  of  the  labor  force  in 
both  1971  and  1978.  .  .„ 

For  the  male  household  head,  growth  in  economic  status  was  sigiuh- 
<au<lv  enhanced  if  either  he  or  his  wife  entered  the  labor  force  Note. 
Uwcvcr.  that  the  vast  majority  (89  percent)  <»f  these  able-bodied  men 
under  the  age  of  45  were  working  at  Ixrth  points  in  time. 

Ulber  <lcmoKraphic  events  also  had  some  effects.  Births  were  asso- 
eiatcd  with  lower  income/needs  growth  rates  in  households  heaoed  by 
,„cn  presumably  Watisr  births  reduce  the  work  hours  of  wives  ami 
increase  family  needs.  The  effects  of  births  were  not  strong  enough  to  be 
statistically  significant  for  lumseliolds  headed  initial  y  by  women  Chil- 
dren leaving  home  had  a  significant  effect  on  both j  groups  but  with 
contrasting  results.  For  male-headed  families,  children  who  left  had 
consumed  more  than  they  had  earned  so  their  departure  had  a  positive 
net  effect  on  the  growth  in  income/needs.  The  reverse  was  true  tor 
female-headed  families-thc  net  result  of  their  children  s  departure  was 
to  take  away  more  in  income  than  they  had  consumed  and  thus  lower 
tin-  growth  in  well-Mug  of  the  family  left  behind. 

As  a  second  step  in  the  analysis,  we  attempted  to  distinguish  success 
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JZ  ZTT,  By  U5lng  "  **  rf  me.- 

hlkT hltu  a    *    U  the  Jem.de  ami  male  bouse- 

hold  heads,  ami  each  group  is  discussed  in  turn  * 

Kace  was  one  of  (he  most  powerful  predictors  of  which  of  the  initially 
'  female  household  heads  would  do  hetter  in  subsequent  ^  with 
wh.te  women  enjoying  annual  growth  rates  in  imWneed, ^  were 
about  four  percentage  points  higher  than  those  of  black  women  This 
effect  was  estimated  using  a  statistical  p^cedure  that  made^m^L 
for  d.fferenee,  ,„  age  education,  attitude*,  and  initial  level  of  income 
needs^  so  the  racial  differences  could  not  he  attributed  to  different  ,n 
any  of  these  c  haracterist^  "  An  investigation  of  the  role  of  raceTtbe 
vanous  events  ^firmed  the  importance  of  marriage  in  prodrug thfc 
hfferenee;  more  than  half  of  the  rat.  difference  «mW  be^XTed  to 
the  lower  UH  ulence  of  .narriage  among  Mack  female  head,  of  house 
holds.  Norn-     the  other  events  bunted  for  a  signifi^t  sba.  rfJL 


Analysts  have  made  repeated  attempts  to  test  whether  the  attitudinal 
measures  were  capable  of  identifying  the  initially  low-mcome  Lmlbe* 
who  would  do  better  subsequently.  Morgan  made  the  first  ami  in«u£ 
respects  ,nost  thorough  attempt,  and  he  summarize,  hi,  findTgs  I^S 
«n  five  years  of  ...formation,  in  the  following  way:  "fOlur  seiehfor 
pcm,ble  individual  attitudes  and  behavior  patterns    .    t„a  „Ttfect 

£' LZZ  h  VSh°Wed  ,M  ~**«  ^vidudsLCoft 
has  an  effect  that  pers.sts  consistently  through  the  different  statistical 
procedures  and  measures  '  (Morgan.  1974:  p.  75).  Two  yeJChe 

Zwl  %Te  cooc,u$km  from  his     *  *s 

Zess  71        i  "f^^ement  motivation  were  subsequeutly  more 
wcecsiful.  Primardy  l>ecause  of  increased  chance,  of  labor  fore* Gentry 
and  decreased  chances  of  leaving  the  labor  force,  but  tJ^  £ 
est.mated  effects  were  on  the  borderline  of  statistical  signZnce  Ue 
effects  of  efficacy  on  income/needs  growth  were  also  posiMveXt  n* 
statutjcal ly  significant  at  conventional  level,  The  effToTL  otW 
atutudmal  measure,  future  orientation,  was  negative  but  fosign^- 
These  initial  characteristic,  were  considerably  less  able  to  differeno- 
a  e  mkWuI  ami  unsuccessful  male  household  heads.  Black  men  had 
gnmih  rates  ,„  meomc/needs  that  were  about  three  percentage  points 
lower  than  for  white,,  but  these  differences  were  only  at  the  margfo  of 
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s,at«tkal  significance,  with  higher  levels  of  education  did  some- 

wM  M«e  the  growth  rates  of  hi«h  school  graduates  wereijbout^o 
m^nThifAer  than  the  growth  rates  of  those  with  only  an  eighth  grade 
XatLn  tt  «1  differs  failed  to  account  for  high  and  low  growth 


rates 

Summary 


The  Panel  Study  s  decade-long  survey  of  poverty  shows  that  the 
i      ZLnt«Ji*  "the  poor"  as  a  homogeneous,  stable  group  is 
2S JSTSSi -1  S«  of  snapshot  pictures  of  poverty  pro- 
vSed JwX  Census  Bureau  surveys  show  fairly  constant  numbers  and 
char* •  eri  tics  for  poor  families  each  year,  actual  tnrnover  .nth*  poverty. 

%£E *  very^gh-  Only  A**™**  f  tJt^ntZ 
Z  taftrs  with  cash  incomes  below  the  poverty  hue  in  •WJ? 
were  ,till  poor  in  the  following  year,  and  only  about  one-th.rd  of  the 
Tk    ,      riven  year  were  poor  for  at  least  eight  of  the  ten  pnor  years 
All  Rh  Z  hvmg  standard  afforded  by  a  poverty  level  income  may  be 
JSJSy  Uv  and  although  many  individuals  chmlnnj,^ d  £ 
»<>«  »  very  far.  it  is  clear  that  persistent  ^te^eart 
a  considerably  smaller  fraction  of  our  ^Z^^^^Ztl 
woiikl  smote*  The  addition  of  in-kind  (noncash)  benefits  from  ine 
S™!,  3d  debase  the  estimates 

Lr.  although  the  effects  cm  poverty  of  programs  that  ass,st  lanulres 
LavM*  extraordinary  (e.g.,  medical)  needs  can  beo^e* 

The  fi>  side  of  the  turnover  coin  is  that  poverty  touched  the  nves  ot  a 
„,rpnsintfy  large  fraction  of  the  population  over  a  ten-year  pe^ 

t£Z.  fcTJ  .he  re,,  of  Ik  -  —  M 

experienced  one  or  two  parttcularly  bad  years. 

«mTL  the  characteristics  of  the  persistently  poor  were  quite 
jLZ  Zihl  of  the  population  as  a  whole  and  even  differed  from 
^characteristics  i>f  individuals  found  to  be  poor  in  a  riven  Y™  -  ™* 
£££^5  to"  that  distinguished  pertly  poor  people 
from  the  |Wor  In  a  given  year  was  race-more  than  three-fifths  of  the 
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nwr  were  particularly  strong  for ^niiCh^U  .  ,!L ^  ^  £ 

,  . .  associated  with  increased  economic  «m>II  K»in»  n-i  i  ' 
held  true  for  both  white  a„TTlJl  T         g  ^  fmP«wenient 

re  rre^n^t  white  It^^  X£££-  ~* 

male  Wom*H\ Ll7«SJS  3LT ""d*-  ^  in"id  """"^  * 
nomic  statu,  ZdZn f^t  2?'  Z^'T  to  <™ 

household  head  ^  rf  ^  «**  female 


Implications 


substantia}  nmnorfinn  K        *^  ure  01  a  sP™*?;  *«a  for  a 

swk  UmTI     .1  "  ™  Pn*lpK«o  •  your  or  two  of 

*v«o  h.rd.hip.  For  them.  Mitipoverty  prognuni  «~  ,™h»~  |J. 

«ry  pro*™,,,  fc,  «„         th<m,  ^  « 
<*pc  fa.  ..-.nporar,,  p^orty  i„  ,hc  «uoo  n^^vc* 
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cu  ring  poverty:  by  acquiring  a  Job  with  decent  pay  or  marrying  some- 

oik-  who  has  one.  ,  , 

I  A-*  than  3  percent  of  the  population  were  members  of  the  g™P"* 
denned  as  persistently  poor.  Although  government  programs  »ned I* 
fulfilling  short-tcpn  needs  (e  g  .  help  in  paying  energy  bilk)  need  r^ 
d  "t inguish  U  tween  the  shorter-  and  longer-term  poor,  program  rimed 
at  cur*  g  fengcr-tern,  poverty  clearly  do  need  to  make  that  distinct^ 
„e    pc  of  prog™  alkicatcs  aid  to  r^e  and  local  units  of  government 
b~d  Z  the cclomic  status  of  the  popubtkm-for  example,  gran  s  to 
X'l  districts,  liascd  on  annual  poverty  counts  in  the  <^ 
.i„g  those  districts.*1  But  other  programs,  including  Federal  Revenue 
.  Sharing,  use  income  levels  as  a  criterion  in  abating  their  funds,  and 
their  definitions  of  poverty  are  typically  based  on  an  annual  acting 
period.  If  we  had  found  that  the  persistently  poor  were  a  s.m.lar  but 
Lrely  smaller  Mibset  of  the  one-year  poor,  then  the  use  oftbe  one -year 

smiting  period  would  not  be  ^^^T^Zt^  „W 
eharacteristics  of  the  persistently  poor  differed  markedly  from  those  ot 
W  m  e-vear  poor,  suggesting  that  actions  based  on  one-year  figures 
are  no.  efficiently  targeted  to  reach  the  ^^fjj" 
U,r  rural  areas,  the  South.  and  especially  areas  with  lieavy  concei  tra 
Zus  of  blacks,  alkications  based  on  one-year  figures  are  fewer  than 
warranted  In  the  Umgcr-term  poverty  prevalent  in  these  areas. 

rather  than  to  school  districts  or  states,  ami  these  too  need  to  be  fo  mu 
ated  with  an  understanding  of  the  extent  and  nature  of  longer-term 
tertv  The  demographic  characteristics  of  the  persistently  poor  pro- 
vide souk*  clues  about  the  nature  of  long-term  poverty  and  have  implica- 
tions for  possible  policies  to  combat  it. 

W-third  of  the  persistently  poor  are  elderly  people^ .ho  have  se- 
verely limited  opportunities  to  escape  from  poverty  through  e.ther  of  the 
Z    most  common  strategies-by  quiring  a  job  with  decent  pay  o 
,«  rrving  someone  who  has  one.  Thus  it  is  not  surprising  to  discover  tha 
Welderlv  regardless  of  race  or  sex,  are  disproportionately  represented 
the  persistently  poor.  Of  course,  persistent  poverty  »s  not  a  charac^ 
te  is  ic  of  the  majority  of  the  elderly.  A  thorough  understating  «f  why  » 

X group  of  the  elderly  spend  their  last  yearsin 
requires  long-term  infonnatiou-as  yet  unavadabfe-on  their  weeing 
lives  and  past  family  situations.  But  given  the  ex.stence  of  a  group  ol 
; r^entl   poor  elderly  people,  the  cmly  apparent 
Lg  such  hardship  is  to  provide  direct  public  transfers.  In  the  past  decade 


BF*T  COPY 

er|c  SO 


major  advances  in  this  direction  have  been  undertaken  with  the  libera) 
nation  of  Social  Security  eligibility  requirements  and  benefii  levels  and 
the  intnKluctkN,  of  the  Supplemental  Security  Income  (SSI)  program 
These  reforms  have  undoubtedly  reduced  the  number  of  elderly  people 
who  live  in  kmg-term  poverty  But  the  Social  Security  program  does  not 
cover  all  of  the  elderly,  and  the  effectiveness  of  the  S$  program  has  been 
weakened  In  few  participation  rates  among  those  eligible  as  well  as  by  the 
fact  that  Ix-nefit  levels  are  insufficient  in  themselves  to  remove  the  elderly 
from  poverty.  Increases  in  benefit  levels  and  better  delivery  of  these 
benefits  to  the  elderly  appear  to  be  the  only  short-term  policy  to  elimi- 
nate persistent  poverty  anfong  this  group. 

Of  the  remaining  two-thirds  of  the  persistently  poor-those  who  are 
not  eldcrly-o5  percent  live  in  households  headed  by  women,  and  al- 
most three-quarters  of  these  women  are  black.  Most  of  the  women  in 
tins  group  have  children  at  home,  a  fact  that  has  two-fold  implications 
lor  he  nature  of  their  poverty.  Children  not  only  increase  the  house- 
bold  s  needs  for  income  but  impose  child -care  responsibilities  that  se- 
verely constrain  the  single  parent's  ability  to  work  full  time.  Although 
public  opinion  concerning  the  competing  demands  of  child  care  and 
employment  appears  to  Ik-  changing  as  more  women  enter  the  labor 
torce,  it  is  still  not  clear  whether  as  a  matter  of  policy  mothers  should  be 
encouraged  to  entrust  their  children  to  the  care  of  others  so  that  thev 
can  work.  7 

Unfortunately,  even  if  more  child  care  were  provided  to  help  single 
parents  bsuW  child-care  responsibilities  with  full-time  employment 
the  available  evidence  indicates  that  these  women  are  unlikely  to  find 
jot*  paying  enough  to  remove  them  from  poverty.  Whether  low  wage 
rates  for  women  are  a  result  of  low  productivity  or  some  institutional 
tat  tor,  such  as  pure  discrimination,  is  an  issue  of  considerable  debate, 
hvidence  detailed  in  Chapter  6  indicates  that  a  substantial  part  of  the 
wage  gap  l*tween  women  and  white  men  cannot  be  attributed  to  differ- 
ences in  conventional  measures  of  productivity,  implying  a  considerable 
role  for  institutional  factors.  If  this  is  true,  then  labor  market  solutions  to 
the  persistent  poverty  of  women  who  head  their  own  households  would 
have  to  I*  far  ranging  indeed,  encompassing  more  than  the  traditional 
pnHluctivity-enhancing  manpower  [sic]  training  programs  (whose  record 
of  success  has  not  been  encouraging).  Jntipoverty  programs  would  have 
to  aim  at  restructuring  the  basic  institutional  arrangements  of  the  labor 
market,  surely  a  difficult  task. 

Another  common  avenue  for  women  to  escape  persistent  poverty  is  to 
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marrv  or  otherwise  combine  households  with  a  man  whose  income 
(either  alone  or  combined  Hth  the  woman's  income)  is  sufficient  to  meet 
basic  needs.  The  evidence  indicates  that  this  route  is  often  taken  by 
white  women,  but  not  by  black  women.  The  fact  that  black  men  are  also 
disproportionately  poor  lessens  the  black  woman's  opportunities  for  mar- 
riagc  to  someone  who*  income  would  lift  the  household  out  of  poverty. 
(n  any  event,  it  would  not  seem  appropriate  for  public  policy  to  exert 
any  active  influence  on  fundamentally  private  decisions  regarding  one  s 
living  arrangements.  The  major  role  of  pohcy  with  respect  to  family 
composition  should  be  no  more  than  to  avoid  either  inadvertently  dis- 
couraging marriage  or  remarriage,  or  encouraging  marital  dissolution. 

One  possible  long-range  approach  to  preventing  long-term  poverty 
In-fore  it  occurs  is  to  prevent  unwanted  pregnancies  by  providing  in- 
creased birth  control  information  and  sexual  guidance.  Unfortunately, 
the  relevant  programs  initiated  to  date  do  not  appear  to  have  been 
iwrtkularly  successful.  Moreover,  certainly  not  all  births  in  this  group 
were  "unwanted."  let  alone  unplanned.  Marriage  itself,  after  all,  can 
result  in  unwanted  outcomes  of  divorce  or  separation,  usually  leaving 
children  in  fomafe-headed  households.  Stricter  child-support  enforce- 
,m  „t  laws  designed  to  collect  from  an  able  father  a  more  substantial 
amount  of  the  cost  of  raising  his  children  are  one  possibility  But  past 
efforts  in  this  direction  have  been  only  marginally  successful,  and  be- 
cause of  the  typically  low  incomes  of  Wack  men,  have  had  virtually  no 
effect  on  the  situation  of  black  women.  All  in  all,  one  is  left  with  the 
disheartening  conclusion  that,  as  with  the  elderly,  direct  public  transfers 
offer  the  most  feasible  solution  to  the  difficult  problem  of  persistent 
poverty  among  nonelderly  female-headed  households  with  children 

Very  few  nonelderly  white  men  are  persistently  poor,  a  fact  that  presu- 
mably reflects  their  more  favorable  labor  market  opportunities.  The  situa- 
tion is  different  for  nonelderly  black  men,  who  account  for  a  substantwl 
portion  of  the  persistently  poor.  The  possibility  of  labor  market  sohi- 
tions-in  particular,  programs  aimed  at  raising  wage  rates-seems  most 
promising  for  these  groups  of  nonelderly  men  The  evideuce  suggests  that 
most  individuals  in  these  groups  work  when  jobs  arc  available,  but  re- 
wive  abnormally  low  wages.  If  they  could  earn  wages  normal  for  persons 
with  similar  characteristics,  the  chances  are  good  that  the  burden  ol 
poverty  could  be  lifted  from  them.  Thus,  wage  subsidy  programs  or  other 
programs  aimed  at  increasing  their  wages,  including  programs  to  elimi- 
nate racial  discrimination  in  the  labor  market,  appear  to  be  desirable 
approaches  to  eliminating  the  persistent  poverty  of  this  group. 
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cJJ^l?  li  ,,nP^,kM'S  rf  r  findin^  °»  Wr-lem,  poverty 
concern  ,he  efficacy  of  programs  D«*ed  on  the  notion  of  a  cukTrTof 

Hunk?  Ue  rclafonship  between  individual,  attitude,  aJdheTeeo- 
nomjc  statu,  is  a  implicated  one.  ami  call,  for  further  research  but^ 

Morgan  ami  other,  after  the  first  five  years  of  the  Panel  Study  pwj^ 

Can  one  really  assert  that  because  we  find  ,jtt|e  ^  ^  b„Hvidud 
atl.tndes  ami  Ix-havioT  pattern,  affect  indMdiwI  ecomm*  US 
massive  ehanges  in  those  attitude,  and  bXvfc*,  ^MulF^T'  l„l 
course  we  cannot  MUlW3e*  ■*«  t»eoaviors  would  have  no  effect?  (X 

£n!sT  lbr,fe  '^Jrn  'T1*        ^  "MHud"       behavior  pat- 

-^.uatelv  isolated  ihe^Z^Z  l£^J^Z*Z£ 
<*n  and  not  be  domnated  by  otT^rfcelon 

and  STv?''?  han''  ^  TY  haVe         OVP"oW  °"  the  Protestant  Ethic 

!ndt!d„d  lfrfn?±t0  ^J1"1  siturflon,  where 

for  argunrent,  about  .h/e^^ 

i^^VfiV.Chj,nri  «»»  -Mh*! Irf^eSntn^n" 


Notes 


'For  .review  „f  iKe  development  of  the  official  poverty  flaftd*rd  ^  Hl  —^ife, 
~e  U  S.  Dep-lmeni  of  H«,»«k.  Ed,****,.  ^  Wea^l^V  ""I***. 

levetW^T^;  fit       2^!^  *»-  **  no,  only  on  UV 

Zl.LZTu  1,1  ,beV  "«  »  standard  tfHvtaasIT 

for  esampie,  Rainwrfer  (1975)  and  Town^wt  (1979)  *  **• 

need,.  , be  former  m(lf<fpneo  bv  ,  fa^  rf  ^  ll^Z**^  w£j 
-fa-*-  r  espendAnre,  of  fow^  l^ie.Aow  .b-.^^.^**  £ 
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"dim.*..**  <■<  m  A-    «ht  H.  m-y         "ZT.k        H*  oppose  odjwtmeirf  * 

„rop»rtoo«trk  «Mh  «  HH^-  '"^^t^  LokTXir  «owied  to  he  M 

,W,,K  .Umbel  ~  -  Jm^  »TIL**  (1975).  or  -  ^ 

,„M  ,W1»  .<  irnvmr.         «he  A*-.  ^  JSonJ  hoo**  Food  rt-mp, 

-  «l-  *  ^  Uw*  tTthcT*  it^W  .do8-r-forHWbr  c«n«pon. 

.h.I  of  hp  «»  hn  <«*i.  pocket,  then  H  lm*  we  »*»™ 

r^nn***    >,""H.f"l  rc^nllr-     ^  ^  ^  ^^tor  of  the  popobttoo 

UrK.r  ^Ph  .  «H«  ^"t  ^lt  l^  ^      popototo").  M 

^  ~t„,u..-»  n, loop-  ,^452ktl^^  ,be  FoHhrf- 

^,  Min&h.  (WTO  Jor  -  "^-  "1^  irtSJSKooAKted  hy  the  CM 

"Tlr  Hrs<  — lv«-     ,br  .'T.rJTC^d  nL^T(^)  Work  hy  tevy  (WT») 
U«rmletl  thi.  w»^k  «m«kkmA»y.  »  ho.  thr  %^rh  Wy  woe 


BEST  COW 


94 


mi-mcgreale,  lb*.,  ^h,  .ml  lho»  the  lamily  wnukl  not  Ire  .k^)  .  p.™,™,!,, 
1      ... l*"Men,h  I"-"  «»  •«  >«<t  rrgbt  of  the  ten  yr^)  K  a!*,,,,  ,hrrc. 

I'TlT      .    "  "*  I  ""  Kn"'P  Wrth  trn  w"  there  h  a  gmrf 

,  "*  «wLH'l*»«  '^"ren  Ih-m  More  (ban  96  prrcent  „f  the  pmMenlly  V™  have 
•en  year  average  .n^m-  U  „  Ib-n  need*,  while  mm*  than  UN  ,4  the  gnmp~*h  ten  year 
•vera«r  income  U,  lb*;,  nred,  are  akn  pmMrnlly  p„nr  Virtually  .11  (97  percent)  „f  the 

'    ir  T A  '         VP""  ^  lhm*  iw      *  «■**!  five  of  Ibr  len  year* 

In  k**„,K  ai  i|„.  (1t,ifr  poj^.la^N,  mrr  ,„<.  ,rll  vril,  ((f  (gw  ,hnHlXh  1978  we 

m„*t  rr,l,M  Uk-  f»  thrrsc  individual*  who  were  Irving  &*-  that  entire  period  Thus 

'"\*T  "7  »-T*»«toH  of  1969  and  any™  who  died  .«*«*  the  end  of  1978  wa, 

»•*  MHhM  A  wmHar  M-Mrklfam  was  imposed  on  ihe  anaMb  presented  in  TalnV  2  1 

H  le,n,M,ng  l„  wmynVr  ,11  mdrvidnal*  w|m  w*w  pm*  fr,  ^dy  one  or  two  of  the  ten 
"7"  " K  1«*  '* t»~"«v  «»»*  would  not  be  entirely  aerate  sfanr  some 
! T?  ,K',,r1  'f  ^      •*       *"  "^ning  „f  ,  kmg  <pel)  of  poverty  thai 

estend,  Imvoml  ITO  4«d         wfc,  were  ,m,rr  only  in  1969  may  have  Ireen  al  (Ik-  end  of  a 

iJS?  I^T";  lm>      ^toglMlenHofpwrrty  in  I  he  period  ft^n 

I97D  ...  1979.  ri  ^  bn„w|  ihj.  JMM,|  |2  i^r.rnl  ,rf|he  tndivid,^  with  one  or  two  year*  of 
,«Hert»  we,e.  ,n  Ui.  ,979,  w.th  U  petrol  more  p,^  „,  1970  lmWd  M  h 

'Til  .L    V  "'  ',:",V>,,  **'  U"^  nm  hi  term,  of         of  poverty 

-jMher  t»w„  thr  |„<  „l„„^  „f  |h,verlv  over  »  ^peeified  leotcth  ,4  ttme  Bane  and  Enwood 
(IVtt)  mn«  -n  .n*lv«S  with  <l»t.  fom,  the  P«nel  Stndy  «od  bn.nd  wb»t  «,v 

l"^''1  "  ,H'  -  «^«be  iodivkbwJ,  omW^       nrnl^  wtth  ,wixrtu  mo*t 

Uon  .«,(  t„  |,«,r         ,^  ,^rrlv  th-1  U,«  ™U  <7oe  or  two  year,;  bul        Ihe  (odhld.wl, 
whr,  ,re  ,KH,r  in  a  ycur.         ^•red  to  1^  <n  the  mkUx  ,4  b  hnK  *pell  of  poverty 

The  ,e™,  for  »h,.  -,n>-re„t  ,^«d.«  k  thrrt  .br^  who  &>  e,periencr  lor.X  *pe||,  dmpW 
have  4  .niKh      «t,  r  « |«m*  <rf  dno^ing  ,,p  «  |«.^  p,^  Jb  a  yetr  ] 

-SnnrU,  revolt,  were  olrtaioed  by  fUinw-ter  ( I9H0).  who  devekrped  .  rchrt<ve  itand-nj 
>*  poverty  !r>  ranking  all  fc,,„^  ear  h  year  arvordmn  «»  therr  imWoeedv  Tlx-  medial 
rm^rmeW,       drt,TIBjnrd  In  nr„|ing  ,he  ioomre/needs  level  that  divided  tb«r  tamo)] 

TrLT""  '! ,W"  C,,"i,,  1V  P"*^       «**  >™  wa*  ther.  defined  i 

Ik"   ,f    J  »»«^^  to  thai  year  UH  poverty  line  <*  wm^nrMy  hr^heV 

bar,  Ihe  oflRoal  irk*.  w  that  h«  estio«le  of  riogJe-ye*  poverty  mf  1975  (18  percent)  wa* 
twK^e  a,  h*h  a,  tin-  ,me  ertimated  with  the  office  rtamW  Confmfng  hfS  analy^,  to 
age  18  ami  ,J«lef.  be  find*  5  2  percent  r^the  wrnpjr  wa,  ,m      hi*  defioltlon  in 
even        of  the  t,.„  yrv,  Mween  1967  ami  1978,  compared  wrth  the  2  6  pertrnl  figure 
'm  T4t  2- 1  ^      <*"  <*W  In  defiomg  per*r*teot  poverty.  S„. 

wafr  r  arg.m.  that  «  *hrH,ld  »rl,Kle  not  only  lhr«e  wbr»e  irn'ooie*  fail  l„  ri*e  rfiw  hi* 
«>Ut,ve  prverty  line.  In.t  ^ooW  ,d*o  irxlode  |ho*<  wW  income,  are  i„*,rfikle«t  to 
e«*pe  .^ar—verty.  which  be  define,  „  between  one-balf  and  *even  tenlh,  of  the  median 
.mrnne/ner  ,  A||  h,       I6  ^     tht.  ^  ^        ^km  .re  ct.mated  to  be 

in  long  ten.  -  ,  ,  »y 

.„  rlllr/.'i!!     '*  r,im"r 'rf  l"^'1''     1978         ^      •••  pm^rm  fignre  ,bown 
M  raWe  2  I  because  I  Ik-  two  fignre,  are  bmed  on  dfgblly  different  population  group,  The 
71  perrt- ..I  e*ti,n»te  i.  h^l  on  ,H  imlivklud,  |Mng  dnring  the  period  from  1*74  lo  1978 
,  *  8  '•,,,"M,,'  '«  «»"  «h*  population  living  during  the  1969  lo  1978  period 

'h tkMtm  wlm  had  mrt  reached  the  age  of  five  by  1974 

l*<JN.i,j,N hn  arwlyzing  palltrn,  of  poverty  and  other  importanl  event,  are  ,tifl 
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Ht  ,b.  K  ."ton.   Ttoir  development  to«  toe*  ^  *Tff 

rector*  who  -  «Hc  *TTV    .  _ 

•  IV  fir*  of  M.m*m  h,T^22H^-rf«-J brfMdn* were 

ton,*  hi  197*  AH  other  ,,»ml,er*  ti,.tot«Ne»reto»rdo«.fl  wi*  todlvkto*  who  were 

torn*  «'ie  mtke  ly"9  *"  l97N  P*rtod  .  ,   ^^L,  ,|_  6 

pcm^t  Hxiirr  *  .to  ftm-lNm  of  (he  rmhr  pnonbrtton  who  hved *•  to**"  he-ded  bya 
•SLkV-  mnn  In  197*  They  ~r  hm^hved  '"^^7^^^ 

tin «■  „*.,* «e  tahtr.  r,*  cwmpV,  nrther  A-  the  •''r*1^  f^jTS 
,  ,mdd  tone  det-rted  «he  poverty  fr-ctton, -cento* to «tM S^ETSt 
I.Uk  nun.  -  w,^.  He  Snch  m  mdy*  w~  enmtocted.  tort  did  not  inter  the 

nnto«mm  towed  m,  TnlrtV  2.2.  ....  -         -  ^-.^^-J 

^  .nerrttoned  *to»r.  no.  nil  .4  the  *im.p  denned  *  J™!™"* 
,1™.  ,pell,  ,4  pnvertv  TV  pndrtem  H  .to-  to  «y  (Pvrt,  pertod  of  ye*,.  ^j"^"* 
Sfcr  M  hrSLtai  «  M  -Ito,  1^  rpelb  of  poverty  Then  poverty  fc  emponny  in 
(to  wmr  HmI  .1  dkl  not  .nxiir  hi  more  (torn  one  <*  (wo  J'*  '^"™^  . 
_  »W  ,  .^n.krtim  nNMM.  of  fam»h«  tolled  to  m«dh-kW  "-W^  ,h* 
^»«,  *|„~  tonim*  ™torfve  of  w*tfcre  poym  »t.  w»  below  the  poverty  hnr  . 

"In  tort.  «to  drftoHbm  oTtoH  tow"  v«rie,  mm***  ^t"1*^  «™  * 
k^W  tov-K  to,.  *  -«Wn  100  hoor»^.he  ^.toje * 

 hh.  no.  .he  wm*  hour,  ^^^j^r^Tj 

rrrt.Mnm  .tort  Wlir,  «»  ««  ,K*"  "~-  '""h  ^     ^htoi  ~H 

,to          ,,,„rt« ,  ,4  Mr  ton^to4d  to-l,  wi.ho«.  ctoktoej,  Between  «MM l-jd 

w«r       s  were  dk..t-«r<1  to  JividM.R  Mnul  l-ton  to  -nn.«J  w.wk  1-h.« 

,H,  m-  k.neh4d  to-^lv  AU..I  .mr  .htrd  of  .he  p.»r  ton«ehoW  to-d,  «^ped  <M^- 
men.  *to*rtto'«  Awton  .he  nine  year  |K-rkKl  ,  .  ^1.^,*,-, 

»1«  »  %  IW  >*  clMwHerWk-*  ored  «o  drSne  n-nJ««r  r«le*  rmtode  edrmlKMl. 
cMv  si«v  wtoito  r  dtoddrrl.  whether  .mk«,  n*n**r.*>*  -  SloTrf^ 

«W  M^vkmnw  nrte,  torye  hee«  .«,ride«l4y  tocher  i«ihr  ^lyWHOs  th*n  m 
i|M.  imfs  mnI  1970*  .tov  .na»  pby  n  more  rfoptrimH  r«Af  in  pro*Kw»t  poverty  i^rvyr 
m,,^^  w*  omdm^l  h^  *  llmr  prrhd  «»  wh*h  .he  onemph^ment  r-e  ens^ih 
toto.  5  peWMt  Ih^ver.  <^nWn»M  ^  Hill  *  -o-iv.«  h^tode,  the  reor»«on  of 

IW7/fc-75  Hi  wh*h  the  om  inploymeol  r-le  n««  Co  9  pnwH.  u^^l^u  u,^  U- 

IIm..  «r  45  h,  1972  -to«e  Itooilv  Inctm^  l^tweeo  19B9  «oo  1971  -verged  k^jHtoo 
IXih  need*  ,.,,„„  .tort  ,^.«  IW^  m^  ^i 
im*ksb  werr-  .huhI^.U^  leo.de  h.H,reto4d  M  to^too  45  --J^^J972  wW 
t,„,ilv  .ocmn-  in  l»7!  wm       .torn  1.5  .lore*  .to  .dBdJ  poverty  need,  ^«d-rd  There 
Z» ri  mhI,  b,odk.-20o  nfarkr  ^  oory  51  whHe*  Tto-je^rveto  ^ 
whrt,,  ,n„1,Hle.  -  *e,«r«te  -mry^  fin  then,  The  pr«en.  ™dy^  ^T^.^ 
^Dv  to,  <h,»  Inn*,  to.,  .he  amend  resnlt,  -r*  Mm.br  to  .horrj ^«od  h\^n»m  ( W 
drnmied  in  (tonrter  I.  th»  jtrmrth  m.e  ft  oknbfcd  fnnn  ^ «^,«""^ 

,^  Mm,  .m  fcrmih  income  ^d  fomirv  nee«l.  dorn*  '^  ^^  PT^lZ/t^ 

,„vled  <<n  intkrtnn.  ^ndtoidy.  ,  ,n««ive  (CrowiH  nrte  todltnrt.e,  (tort  tom.K  mcome/nee* 
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I  I  .  _  inor» "wiwlfdnns  lo  imirm  of  information  «wl  K-lr, 

h*l  *  rfflrH  ,m  imWnmfc  xnmth.  po,^,^  (^.^        '^T—^T  ,,  . 

V**;  •m*rfMn  "  '•«•«*  1  *       Klrmrn^  anJ  EiWrfh*.  Art  of  ior» 

m«,l  A«<  „f  19,4  MH[  ,h,  CowpnW**  Tn***  -nd  Kmplnymc-I  a*  1973. 
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A  RIGHT  TO  SJBSISTESO! 


E*r*y  per***  m  *r*  cm**)  to  » 
fjffetCCJ  fijrfci  m»  Mr.  hfrcrry  jaol 
property  Tt>»  »  riff* 

k»  «**  tmlmncmul*     Irfc,  *r  to*f 
Mttvt**t«f  wli**  feu* 
HMT  to  cci  mmIv  mi  w  MJCJftJJ*- 
1.   fMJ^WTf  Mil  CfWffeMf. 

Hfy ,  »nJ  ffrc  dMM  *P  COTW 
jffem  fciwc  Rrcc»Ml»w"  itcGC  it  <4p»- 
Hi  of 

die  fjwtfwmcm  «*oUict  mmmy. 
lifer  »»*  *yM«im.  A*  fJtrtef 
fnAjMKNi  *iJ  cn  oh****?*!.  aoo1  o^frcr 
flMcni«9MMiK  Uwrt  m  *oc6  j  way 
*»  to  pro****  WHr »<%  kn  nmu  of 
wh«k  kjrine  *»ltoi  iW 

«tcc*»*i»c*o4  i'k.  ?fl^*<«f»«f«p 
ATM  of  dfec  eo>M  pnrtcctto*  *f 
U*v  Wlfero  lifer  cv*cr»«*i*  4rpri  *» 

bfW  m  «J*t  kv  te*cf*  cnfccv  *  to 
i*<*  fr^im  ihc*i »  Mto*  due  pmor** 
of  J*w  mi  «uh(«f  jtnf  CTWfWfeHi 
boo.  The  ptvcnwwcnf  tJfecmfcl  protflAr 
Hie  oc%x*wi**  of  •»  ■»  pmpfo. 
«Otf  m'h  pro******  vNivW  It  njorta* 
Mr.  wfthtM  *ro#d»cf«*  ffjcwl  op** 
otto  c*t**uw**l  fifc'btv.  j*d 
«trt  vrtdve  of  pcrM»Ml  pr*. 

Ifcil  Irfvrty.  joJ  property  «»cc 
ro*utrtol»»w.illy  p#»»l%w4  fu*  oc*cr 
for*  disfwrtcJ  TheAwfw- 

%i(HIH*V  Ak'fll.l  **  ****\Ui*t  ttt 
Ith'  fVfvJrm       ^  **frt  m  9***"**+ 
#rf  the  StHH  t'mtrfta*  *V  ^--w 


by  SIkMm  Ackky  , 

emote*  io*to  ro  to*  f«*  W*f* 
^idfetf  nm  f»»  wwikh.  »w>r 
9mm  jwy  mc<wr#  «wrw?  »wo  «f 
j^spv^chni  Ihwr^vr.  itfer  f*r jAMf  of 
Wfe^  «^  »^  *« 

mtjwMif  of  mm  mm***  *»*  **** 
wmy  mmem  m  k»m  #w  Ar  **Jr* 
Tlfenr  iwwy^aw—  to  t*^<  «M 
dfewpaf  irtiimnliif  Niwcc#  ifcr 


lifer  Uferfii<|  cvfKrftt  of 
r  «Nl  «ocwl  w«4>  -  Ai  «o 
tm$lmmwm*cr**mxmmtmT**o4 
mmmmmt  v+*nmmei.  m  **wn  mt 
<*mx*^tf  k>  *m+  tffer  ftc«**MU«  «^ 
I4c  Tlfew  »♦  K*9fm*c4  co^ihih 
ikwrl  r^ffe*  «ot!fer  fewc  »rmw«r*^ 
likio^kidfeopcnooU^ 
*m*  m*f  biy  cUm»  •»  f^cwwwi 

My  affiHRcm  9%  mm  *mc€  ••d*- 
i»<fexh  omp  H^«rf  ■» *rtr  cvowwwc 
4  minnr>  innptiy  t>  '*«uic  jc» 

Ml."  rWOfeOW  b**  HA  0«lgJ»«» 

mm*4*  &tm  wifa  A<  new**#*o 
of  Mr  nil  ft  >f  m         o  im%o( 
r^fo  r**m.  m  m*  HhA  Of  C»*t 
Gevtrts-fmi  Mm 9  «Uc,  **B***t*«f 
Hfejn^l^  com**  x*  fc>  bt  "mM* 
r^T"  j*±  Nfec^elortf  •  »j  fwrt<cfr4>y 
««f  trpMOMir  p^ttemm  wcocr. 
■  *M,*«,  &«n«cc  ornce  bora,  have  4 « 
m  mtk  pn+ctvMnm.  j*4 
mwmtf  M  mral       t^»#k  ^ 
o^ferr  rtfe^pv      IVjrw*  ^r^*nK  fur 
ikcir  «afM*lo<wc"  lO  >.  "Ul  1^.^ 
tf*ty"f  Mraoi  tnrn'».f<«M 

ojmi    tftfwol  fc»  nwiifrfrf  ^»  jy 

roate^  mo  ««rKrf\ #h  N*«i  o 


fptClWNNt*  Tb#*  OI*^l  W 
Moo4  lo  M»oly  JO  uMlfOUMl  «• 

pan  of  fovcr#o»co(  m***k  a  ; 
■otw  of  M  oi  toM  w»M<r 

Hfeji  fgxfuojrw-w^  po<  itt 
c«um  of  liM  o«Mtf  ooorfMCfet  of 
Mb. 

If  tocW't  "m*%a*mc*"  the 
Soffyat  Cm*i  *  "(w  orctniw 
of  life  "  opt  ma-Ki>  of  njttf.  Hfety 
w  <»rj#iy  HO>4jMi«o  f^W* 
OMCOdorot  0*4  ^  br  dtort>  dr- 
HoW  If  *—*  W  o  «mUU. 

I  too.  Wlfeoi  i«  coo***™*  r*«o«rwl  to 
M  or  itefMrvc  jf  wMmmi  w«w 
from  mm  Mcicfy  omAot.  m4 
m  tmm  om  mcnty  *  *m*i  nem  mm 
m  mm.  $wm*%  ttfo*  m*m 
%m%  pmmm  m  -^m^mhm  wrt 
decency  m*mva*"  "totefjfck  1^- 

of  btMMM  Jew*?/'  ctr  .  rfw  "TJ*" 
iHf«  of  ****  tor  ctaofoJ  in  #wro« 
y*M%  fVrlfeaOH  ooo  af  l*r  0«hi 
ococjMo  t>  Hfer  oor  odbywwJ  c^e 
GcocmI  A^^wWy  of  Ifce  toMcd  N««« 
Mmm  m         AiKcltf  ^5  of  rhc  L*w 

of  U%t*Z  MkqtfJW  f«H  Ac  bcjU* 
jmJ  »cH'K^  «f  liMi«cff  omJ  «»l 
lfet%  f  j«Nly.  mum-'  *r  l^wl» 
iOf .  h»*i*mf  j*J  mnhtM  V4« 
M^Vftwry  wfcul  h'i»k»  *.  4*nJ  lt*c 
r*^H  in  ^c%woy  mi  J*  .cwM  «♦< 
Ms:m«i*tyo«cvN.  Jrutnlt- 
tj.  »MhiHfenHil.  »^f  ««r  ««to 
Ml  McJrffetftW  «»i^ttf»Hj*^ 


M»roduc<NS  iritb  tins  perwU*io*  of  tho  Socxfil  'ol  icy  Corpora  ion, 
0  fro«  Social  Folicy,  r,  8,  lw,-Apr*  197$:  3*^,  6-11  • 
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-  —*  —Anlyms  tHe 

A%  ft*;  *»  aW  hW^I  fc^K 
«Mfrl«rd.  m  t%  Hnfs+»44*  m  wfl  n^i 
rv.f<*'  K*m 
~***«*e  ^Nifcrwo^.^^ 

e«*«  a**meo«. 

"'MftfaaflMeufttrferW 
we  ffiHCtiMmi  deetanr*  a*  t»  tf  pm. 
ejfy  ftnvf.  S.hJ  Mtfler  and  p 
Cla««»  Am  poverty  »  nHUmc  dcpn*^ 

***  »»*ra0c  MK'4*f*  m»  IV 
evvntry.'-V+tmf  ihi*  emettoo. 

30  I*****  «*  O*  piylMKH}  X»  a* 

aacomr  m«  ^jx^i  fife  *  j 

wrtnmeace  le»el  On  j»}  11*14*4. 
*™  40  mill**  ArtVf^^m  mv  n  rifcJ 
otrt  Ok  Khw  acrr>4<i«r*  of  lit*,  Jjci- 
«"f  »h:*  Locke  rrfcnrd  to  a«  the 
ntca*»  of  "pnrwr»af»o*  " 

Th*  prptHem  t»  *  tu*<c  o*e.  ft 
tfect*  mtlKm*  of  p-roplc.  r*«*o  tm- 
pwta«  <w*4i«rtMw^J  khkv  jod  re- 
**  **4cr«Muimp  »f  the  fw*. 
0#memaj  dements  of  j«r  eevoomy. 
especially  the  m!e  r4*\c4  hy  the  pyv- 
em*  'cm  tn  cefWroJfinp  it.  The  fat t» 

k«J  V*  to  trt?  4WK| tf*M»fl  f  h  j4  I  f)C  |*>Off 
W*  «i  th*  pw*»IS.||(  *lmrol  hmNovi 

cucftfra*.  fo<  k js<m%  ovtr  *h*h 
th-»  ^c^rowntl  They  jnr  enter 
*Kk,  diMhlcd.  rrtf<|»jMc  of  vup 
pQfimf  i*cmHl*c»  life  "deserting 
Pw"  of  tfu^bcih^  J^*>  or  they 
**  p*c%c**e<f  fn«m  Hmii^  m  $  tuft' 

*»>IvfKC   Wapf    tV\  JWK   if    »«   M|  (hc 

p«hf-f  #mcfcM  t*t  Kirrp  them  yaenv 
ftitned.  «nOr  rm^.u-d.  of  onJcf- 
pu.f  Tfte  p-iMir  jsj^y  •»mfcrr>iop 
IfV  I^M*f  j;r,^|>\  stfu^HK*  dcm^HK 
«hc  c«  jJiofn»f  a  tw^M^fljl  f  |.«ff|f  ff 


»^  the  4*Mr*mHm  M  the 

«m  rtW*  Lm.  »f  h 
««rW«|  wittiMvf  ft*inm.  wtmUi 
p%e  flit  ct«>  Mfxm  fr^etnm 
m  ammm  of  ***** 

CUfU  »pnc  41 1  time  +ke»,  +  the 

fed  ttr  -  W  ^  Ac  ouftei  to 
a*  fiwrty.  |hh  *  feci  pmm  Nrv 

Owe  p#  pn*romt*f'>  pff^n^  ^ 
w»  Ac  oe+ekopmtM  k$J  m. 
Ccp^  thick  ^j%c  cfl^Ttftv  « 

tree  h**<$  txooorawMily .  «  hife  rrd«c 
wf  lijtNld  for  j*y  wmo%«4  to 
c»»l  eo%ts  >Kithom  oeef^ohs  to  up- 
t^tenfbtafcompettiHMiwttbixH 
iubilny  (of(tm*fct).  saoomecom. 
"Ote  pvbffc.  whom  wdrtm^  h  m- 


There  is  oo  recognized 
comdCtitloffial  right  to  the 
basic  necessities  of  life. 


m>:  £%TMcnKfSf>': 
f*RM)%  M.  «M,M  I  N  |)KMM> 

tt*m  4i  H  tuts*  m  I  WW,  h*hk.-pM9»xh 
the  UAUmmp  »«««k. 


^  be  «Tf;«nfcd.  would  he  dt< 
pri«^  0/  the  tfcuefn  »n^h 
MfcmK  contpcutio*       n*jir>  ."' 
Thh  Wrtnoc  ^  me  court*  n>  *w 

ne%*  ami  $f*cw*nt1y  u*  stew  tpy. 
cnwncmal  KfvlM+H      *t  mtn^M** 

*  pa»cr»  nhick  «^  N^f» 
r«l  *****  *ar»Jk  NcbcIkuI  (Th«» 
WUfprt  the  (k^trns  of  «oo%ijjHit« 
due  f**Kc**  }  The  w*Ujtc  (tf  frHfi' 

n^tl  to  (U  *k- m-HHS  «f  c«t<ffx»c 
jml  ctpkm^KHf  w«  accrpfed  h> 
<rt«m     a  Becc^vary  cnncomKani  o4 
compet$.*H>  I*  i*x.KtKx  jnK *  mu- 
te* «*  "F*>«  f««f  *  tiffkCf  IO  (HT 

c*ni4fM<d  A%  P«rahj<n  «utnl 

mf^fHwr  »»,.v.rj  "*|JI0K* 
hrtiiiiftfriftv  ^Mr^f«t»h^h^f(if»i9^W 

h*m$t  /it  rtKfv  fm^lJk^tmc  tn^rf 
MVfKW        ike  -1  fa*  toj, 


«^  Mwf      ifl»c  »«ffWr's 
^     ■»»      pnnfcAl      W  UK* 

Comtkiiikmjf  law  has  irtVcfl^ 
Mfe  pmxftifti*  m  h%  iKMmcm  **t  the 
"^ki*.  of  *v  piw.  Be- 
M  iftrw  •iccmowm  .*«  WaUcT  Cell 
hoot  Kurt,  »♦  the  aMcmpiion  ttial 

Item  ft*  MflfoMUmi.  evneen  ahfw 
^  MJ  an  caHier  4ay.  it*  fcm! 
wort,  ckaa  Itv  ^ ,  aW  rirhf  ih^  - 
m$  wd|  hrww  ovry  at4*.N*J«d 
wwa  vxnoffy.  la  thai  «hc  p«-pvJjr 
vpc«,  poverty  «a»travrahk  k»  pet- 
<^M|<kfvlfciierfi;  M«4»a  failmvof 
the  mdit«f«al.  m*  9  fulm*  ot  * 
MKMfy  ever  f«fj  of  promts  * 


<W  coMiitiKMwal  Uw  m  «tff  hated 
•po*  the  view  tKn  freedom  ofopfnn 
hmtty  ex***  u*  thu  coamry  jnj  thai 
f* lone  (o  ooutn  ihe  *>e. "tut**  o<  hie 
n  f*1*1*  °f  Pl**y  penoaaJ  fjhiure 
mrtially,  the  courts  «« ihM  eovoiry 
ev*fl  fo##d  reiu»av  10  HtraJidaie 
njht*  to  asMviaace  fmmf  of 
*P+1#k>*.  A  Perast/hraaia  «iaivte 
w«  «ct  a>idc  «  ^25  on  the  cwmh 
(hat  p«b:ie  jMituiKe  |r^„,  r3f) 
counter  to  state  cofMttttfioftaf  pmvi. 
••ww  wi»«eh  prvhitmcii  pa>nvnt  <^ 
rra»^Nie*  out  Mhe  p**W«r  tre^wry 
To  orenpome  thn  JifTKaltv 
fnvml  a  fcav>  Cor  vaeh  paaU  m  the 
♦tate  *  police  power  •  Th«>.  the 
«aic'*  4cttM  w a%  >«*iff «d  a*  j  mom 
»  ftfvfhtf  rhe  eewfol  wetfaiv  rather 
tfVcr  at  «rr«c4n«  tu  furrhrrthe  nclijte 
of  indivHlajt^  ine  turn*  M^re 
$r*t¥*tte*  tether  thjty  mjtKi*  4rf  f  lf?hf 
N^mcvcf  ihis  MtwfMle  neat  i^ttn-r 
irtwufd  jaait\in|!  %t4te  unem'**** 
*«w  the  jvr^mjt  jit j»r>  {^  the  p,NW 
Ihaa  it  <Jfcf  f<m^ni  ftoii^ine 
*«cc  w  ihcrf)  ft  clrarty  left  ftw  In 
•wed  with  my  rteht>  t*»  whnh  thry 
emihf  ^PTcjI  aad  OKtfmucd  the  itj 
Jtitsm^t  *k»  thai  tht>  ph^c  iif  <w 
aad  |ik-  n  laheriilfly 

•••wta^fvuHtr  "J  (Mi^vffmtral  Mill 
Wat  an<  nW^^j  fcfpv^Mk'  the  h^K 
wvrtMtiet  **4  Uh:  t»#  thifs;  whw»  .«MU 
•mi  *rfKa«a  1  Km  fa  the  «*••*«*•« 
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sphere,  *IMc  the  e**********  P»n- 
h**rd  ccrtam  ptummcmM  iatefset  • 
cnee*  with  the  t9<h>Hhui\fafMMt4 

fcappmev*.  M  <f*J  »S  VUtftaUWd  *OV- 

cmmcm  hu-M         ihe  m«mtfM<  eon- 

d«**»*  of  fc*Vr»nC%V  WACO  fhV  m#t- 

v*hj*T*  pwfM»H  'jaW." 

Ahm«o*h  4*  Celmnra  state*.  "Wo~ 
body  dnoN*  ttut  WWfXTNKMl  >»*ve» 
ore  »he  mam  detctnuaaaf*  of  persoa- 
act  4**f4*xmrm*  and  personal  eco- 
oonwc  d<»or^*mmcniv''  »c  «fiU  irtc 
•  Iff  <4a*d-»rd  pr*i*av«  that 
J.B  Clarlc*e*r?jrhi  mmtecomana; 
fhe*ry.  *c  r$#e«e  a««  only  the  e*t- 
dr«et  lluthe  wa«  wr%H>$m  IJPPK  hot 
•ho  all  itw  remark  jbtectaoee**' oar 
fcpf^xDy  that  hj*c  occurred  nw 
men 

THE  GOVERNMENT-RUN 
KCONOMV 

TV  po<1>cipatrM  and  inftwcwce  of 
jwveromem  (frtVr^.  msst  and  locaO 
with  retard  to  economic  matters  arc 
nwk  r«Y*rr  than  mot!  persons  ***♦ 
pect  Ttr  ftiYtmmaH,  chiefly  fed- 
r*4<.  wscv  a  number  of  mciHoiH  to 
Stimulate  productivity  (often 
sored  fry  GNP)  or  economic  growth 
Ml  njMfM^in  rvMpmic  stability,  la 
doing  to  il  «*Ik>  <»eH«  to  coarmJ  tafia 
liou  and  r**pktto»tftf  The  latter  two 
foals  (hough  secondary  to  prod* 
activay.  a<c  «o  irnfortant  >oc  laity 
throufb  aff<ci(iig  citizens'  well* 
be*>g,  pohfical  ice f worn,  and  re- 
dtunfrsrtio*  of  weahh  ihat  rhey  nv 
almost  at  impmuat  ooprcttves  for 
public  m(mw  4*  producin"ty  posts. 
Among  ilk?  method*  »sed  xrc^rM' 

h»Omg. 

a  fts*rffJ  fH*f#r  i*  "rt*  dtf&eraJe 
atituatfonitf  ihe  rmcresncnt'sta*' 

Ntg  andC*pcndnurC  0»mfr>  .  to 

kelp  ihe  **«*tNfny  jtoJ  ffir*  ih  of  Ihe 
BJ*t*mrfl  rcnnortiy."*  ft  I*  cnro- 
pvt%frf  c».  „*tly  nl  coon'mo*  deci- 
sion'* lit  kh  rc«rvc  i«r  devil".***  Ijsc* 
or  ir>  crt^v  a  hvdevt  *orpttf*-  *x 
deficit  fit  ntflucmv  rtkr  level  of 
ecrMMHim:  acrtivrty.  Paul  S^«wc>- 

wvvvriffooMic  pt-fitfMitf  ^m*  «hvt 
«v04H*#.  h^«%  w  rMU      '  N«m  th-tt 


Federal  IV^nv 

itotf  monetary  jmm!  mpaVt  pj^f^tf* 
"4e*ipH4  prnaWftvirjf 
ami  mm  ujNJuv  Tic  «mcf 
anwfi  of  Imr  ooln^  ant  cfca^f#f 
arWfvv  ratio*,  chaa^to^  mc  4«' 
mmmi  ra«r.  and  fwryioff  anf  ttfffcrta; 
fmxtwaacm  aoooH  m  tmr  open  m*f- 

•  >%mV  WWmw  aV^wajM  af- 
fcci  Ml  the  k%el  of  feooorwic 
activity  tmi  me  relatrwe  pmanrnfy 
of  wm»  icpnem»  of  wcicfy. 
»crfcao>  tmm  ob»  manamoof  tUtW 
mytfaami  aar  tKote  «ww«wnj  ■ 
"war  economy/'  wmrftwr  of  oot 
that  n  a  war.  ami  mvof^ioe  *m  to 
Occauowal  ad*cnarc>  Hick  as 
Virfaoav  fit  wtt  beco  tumm4 
mm  **  coal,  ccoaoamc  o*Jy.  of 


rfewed  govortnurtiUI 
rrg^alioo  as  M  intntsioa 
tspra  a  process  wfckh  was 
both  natural  MrJ  socially 

OfUCINlamt* 


•om  World  War  II  military  ex- 
pewoXvfr*  fry  rfcc  Uiuml  Sum 
arm  jmowm*too«Cf  SlOOWIioof 
yvar  ami  cooottoic  a  major  oc 
ok  nam  oo  me  aeoajowry  .**  Tan 
amtt  ami  memdc  tixco+tri  cv*t&* 
m***y  eafewd»t«pt%,  *mc»  *e 
«ho  apf»rmo&jacly  $100  MIhiO  4 

imp*  I  rrtofd  he  ^omtacod  for  al- 
fcfcatjve  JeciMfm*  lo  «£f*c  a> ' 'cm - 
pMyerof  UsTf^frfMl";  tOMPO^ouc 
mojOMfW*;  tn  f^«c  or  kmcr  w»ff>: 
to  NMc«t  m  kwjM;  N>  menra^eor 
oVcw^e  %ooptifl  lor  cJixMnm  or 
fcrafc*  scrvKT^  or  wvlf^re  ^^1- 
anv.  a»  lury  «*r  *cW  tf»t#*»mwd0«e*  or 
r^M  m^vruK:  *•  w^mrHf  %*#pr  »*r 
oriwf  ttwtfrofc;  ami  a*  rv^afjlc  pn»« 
iraMi  <4  <vrt  .«m  ovo*«  to  omM 
Ma>a  4'^.  w<  cikvi  «mm  ffc* 
Cifianaif  m  pirmM  «f««M  he  a*vi> 


denial  to  other  aocial  pormiac^ 
many  of  them  rvdo4rrf»mmr  m  oa- 

Whether  fiscal  ami  m*HKt**y 
foliric*  eaa  jcrcaffy  mfmeavc  tV 
ccimoaty  oefcao*  aooa  the  of 
fohfic  e«t>*adawj».  Ct^vrameal  c\* 
pewdaaiik  •  oa  sN  le^e^w  are  ohoiaj 
mx-lhwd  a»  laipc  a»  the  CMP.  ThHH 
aot  iar|ammgv  wncc  ahom  nor  I hod 
of  the  we  aim  ta  the  aatioa  t%  owned 
p**fk!y.  PmXic  «femdia|  has  ia« 
carared  mach  more  rapidty  m  the  past 
'40  years  lhaa  hare  private  c«« 
peaomjres.  la  1929.  fo*cr«mcm  par- 
chaaes  jf  poods  and  services  were 
oaty  ox -half  as  mach  a*  private  ai- 
vestment  speadfa;:  by  1906  total 
fovrmram  parchasct  were  JO  per* 
cemLu^rer  lhaa  private  iavevtmcms/ 
la  tenm  oi  4*  coatnbaiioas  to  CNP. 
yovermwewt  ts  aow  second  only  to 
poNic  c^asoroftion  19 

There  •»  no  sigmficant  deoate  about 
whether  fovcramcm  can  and  does 
mVect  the  level  of  economic  activity, 
only  denote  atom  whether  u  should 
do  so  and  how  rf  cao  do  a  more 
successfully.  A  jafcbuif  vooiracra 
from  Arthur  F.  B**nss,  chairman  of 
the  Federal  Reserve  Board,  directed 
at  M'ftoo  Friedman,  Urwversny  of 
Chicago  economics  professor,  m  trs- 
rimoay  oefore  the  Jomt  Uttmomk 
Coancfl  m»  1974.  provides  a  acatsam* 
mary  of  this  According  to  The  Ntw 
for*  Tim* 

Boms  soggetted  that  Professor 
Fncdman  £avc  too  much  weiem  in 
monetary  policy  and  too  Irllhr  to 
fecal  policy  m  tracmf  the  orr$m> 
of  the  canvm  iaflauoa. 

Ut  a  pentfe  pnke  at  Pmle^sor 
FnnJniaa.  the  FedS  s'harrman  vaal 
the  Chscaeo  academaMO— who  ts 
a  v«<tl-ka«tw*  conwr%«ajvc  »«h  a 
strong  penchaat  lor  the  free 
*t*U*t— atK'd  a*  if  ihe  Otvcrn- 
mem  *»4I  piayed  a  rather  nmntf  t*aV 
m  economic  activity  Dr.  Bom* 
imphed  that  white  ihts  vi^woi»mt 
aaeJM  have  heen  reasonahfc  Ml  or 
lOtl  year*  a*w.  nowadays  the  ('**%  - 
eroment  t»  heavily  «*xJ  si«riestl« 


*  Thesa  »<M»t  aadaaa  ame 
pannrors  aannaj  p*r"*"«  rO*^  *** 
«xwts  putnc  asvsLvtP?.  er  f  »,*^»c*  »v*r» 
pwtftavi  4  mc^r  t«wo  *ics^«o  aw**; 
mmaaianrs  wos^  h*  m<ov  as  as 
pnVaa  asmamara  inwaana 
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™*V  *****  r*«*  md 
m&metmy  policy. 

fcc  mtrmpsmg  tocoo- 
*m  mmomtmj  «v  dear.  The  g*t*, 
•""■^•^^  IP        h  4t|  |p 
m  OCcnomy,  toco  a*  thu*c  M 
wcwwrf  mi  Ac         before  WiHd 
W;  to  focir**  job  tccmtny  Uh 
Mvrmfhtyc*  and  ***** 
*cr  of  employed  perm**:  to 
mage  mm]  to  r*^  mfUitm  Hilt 

Mmp;  |p 

«a  ccoooooc  **rfap.if«, 

WHOf*  of 

power,  rfC.;  .1  mate  fcr* 
mr*hb*c  to  these  who  wv^U$ 
oihcrwt«  far  wtffcutfi  them  m).  gen- 

€r^y*  90  ******  lh*  *<l'*rc  of  imm 
AmericMi  by  impruvmj  txv*  trie 
**nttfy  and  the  availably  of  r<xW» 
wnl  mr*ice*,  With  re  lively  minor 
Wtp«>o»«,  tt  ha*  succeeded  m  iVte 
pw^ncf  <S«rM|t  ihc  pj*  40  year*. 
However,  9»y  mriocace  (|^tr 
•oficies  have  had  01  w,||  have  cm  tU 
4w*nhmion  and  rrd*fnbotM>n  t>{  in- 
come or  wcilth  w  the  genera  J  **elf^r 
of  citixeo*  it  imndental  19  ibis 


WELFARE  ECONOMICS 
Ftscef,  monetary,  and  «IJocativc 
poJicic*,  %te+c4  3\  4  group,  contii- 
*Wty  u^jlly  dctcrihed  4* 
"welfare  eccmrmto  "  WW  Ore  cvo. 
womic*  rt  Dcm  fHjfnafflr  concerned 
o/*n  p»W*  a*«i*t,#ncf .  *  1*  rat fee r  4 
policy  of         jvwMfc.  rctooue*  imd 
prtN«  tfn-KMMi -iri^mf  n>  nw%tmi/c 
•ne  frosv  wu(  product  that,  accotd- 
Htg  10  Paol  S4*nu<J%o*.  is  charactcr*- 
Wc  of  «t y  mtsed  economy  loday  Bm 
tkn  uitJtUfuf,  kJcjI  joev  not  rex^ue 
that  every  etoicit  be  benefited  1 
m  m  ofber  w>c>  of  rovernmcm  awifeof  .' 
1  y.  tfldi*^|     elf jrc  nvj>  he  re 
garded  a%  ijpep  »4i  ^rikr  f*K  tf* 
benefit  Ot  (Tie  c«»mnHifl»iy 

The  goaK  of  wvlf jcv  (v^ifnH>^ 
primarily  ifv^  of  tk^clofmefil  ^nd 
tuhilrty  However,  edvemn*,*  ,rfv<i 
P»Hc»e*  whnh  mi^trtbvt- 
$*€.  mher  rACKk'ni^My  cxhef 
(e  g  ,  ^tt^  <ui-,Wf,^J. 

v*^ern  i.wlf  «*Mh  (he  wcjUk 
iff  (*e  cMvitmvfirfy  j%  j  u* 


|N**c»far  cfwmr*  of  cuixcm  m  « 
Mitel  <»f  w«yk. 

jjjtf     pvitx  fverM#on»  moth*. 

*C*ef«.  W*.  ,+  «D  |My  ^  cxMf, 

<Hl©  » 10  lc  <ta«i>««~eS 
»y«co«o«wcteMfr4.  Tk^mi^ 
*»f      of  fo^rfwrnriM  nv«*  mm« 
F*"*^  »ocioiH  of  MMrin 
•w»«»cffy  mwwt  «o  pftjtfKjtf  dr. 

Tfc«r  dccfMoM  m  f^KHcdfy 

******  *om.  B«,  *sti  gw^er 
»orf»niic^top.  ihc^c  <kvi«HH>»  mt 
w**"d  to  6c  b««cd  wpo«i  $  political 
*******  *me*f  fmpt  and  rWi 
v^rau  »ro  po»sr»ft  differrm 
ratort  a^d  pemcr  M 


As  ia  other  usc$  of 
government  authority, 
iadwMujil  wtHart  mmy  be 
regarded  z+  open  to 
sacrifice  for  the  benefit  of 
the  community* 


C*»#lr»  Re  Kb  found  chat  ■  ihe  new 
ptupcuy"  vomited  of  enfftkmerMf 
pvwtng  o«i  of  «ocm|  arranpemmf$ 
M*d  CKjKttrttom  He  oo%er%ed  iful. 
"many  of  the  a»o«f  fmaoflaaf  of  (brie 
tmttkmeiH%  mo»  fbm  from  gown* 
oKfm:  H^*dK»  «o  fanners  and  bo* 
i(K*ie>.  roulev  for  online*  and 
channel*  for  letetiuon«iai*oo»#  foog- 
«TRfictmtracl«  for  defease.  +f**cc.  and 
comcMtPn  wi9i  teerrtiy  pension v 
{iH  •ftdn'*do4h."«*  Biflioo^  of 
doJUrv^-eMiniiir*  rjrree  d<.*e  in 
$W  bdlNma  year — goto  mdi\#du  J* 
m '  fc^4<f  rMtmetm"; krs%(n<io<«c 
doll^f  m  erghc  roc*  10  "He{(jre  fevi* 
pH»|v  "  fn  addUNH).  hvmrhu 
l^riff  p4flf«;»f*r  gr<f«p«  (hrttogh 
w«Tfi*nj:  ivn^fn  <tfV*  #H  rm«f«ne 
fnM»»j\4lMin.  A  lew  ITi»hfi 
Stem  MkniHie^J         H  iUr  thivl  1^ 
Nrnvftf  frtfpfctiu  ^oj  (K  ^j»nmm« 
Ihtfy  fetched 


Ca^Ntalg^drd^^ni  MP 
**v*mcm  Im  fc  urdn 

Md  aanel  oVpnevut***        9  5 
Ugai  nMar  and  nmngajgr 

Mhmn  p#««nem%  57 
•todocrd  Hwetvu  m  led- 

CtaliiWfl  profrann  5  0 

MmmjiI  Nmd» 

jgy^  jdhmanre. 
.  *oc* optaMH.  etc.  Jo 
cft«inpf*o«*  a,o 

Sirm  cwrhdnj  thai  ia«  w6wd*e*  am 
profnnn  thai  the 
o^  pamern  md  gt*e»  hrpr  welfare 
">  ***  **9*f  rkh  bvi  only 
pennies  to  fhr  very  poor/' 

? »omnwry,  gv^ernmem^  dc" 
*«oih  drterntme  «v  te*el  of  rcmo^K* 
•ctiWty  Thev  rendare  (he  eeonoon 
h>«Mkr  mdnwry  prornabte  and  (here, 
jorrrynndntg  or,  rarely,  vice  terw: 
»»  dorng  ior  go^ernmrni  may  divert 
h«w*4J  rr«ooreoi  to  mduunaJ  ewer 
prwe«  wlMch  arc  lr^«  and  te>i  -j^ 
and  away  front  programs 
that  ftoppon  or  benriK  Mtdiv*duaJ«NH 
«»*  Co^mrftent  corttroH  the  r^ne  of 
*«*Uion  largely  10  Mr>oni  prodociiv,. 
ty.  bm  m  dotng  w.  changes  the  tela- 
«m  funding  of  creditor?  and  debtors 
OprrXmg  tmder  a  Foil  Emptoyntcm 
Act.  rt  inflrcncef  rhe  rate  of  entotoy 
tomt.  never  altonmg  11  to  go  jjpvc 
97  ^  pctvrm  aod  tomef  moc«  allowing 
rt  fo  go  a>  low  a%  90  percenf  tm 
onoffic*^  bm  more  accurate  figmv%. 
95  and  W  rcspec(iveK)  It  moddtev 
Che  tai  system  to  provmV  bene  fit  ^ 
toccmiiff*  m  cctwm  clat^et.  parucn 
Imly  Cannlws  w»d>  two  wage  eamm 
170ml  neu>:m*  property  hnsden.  (no 
tat  on  caoaal  envoi  at  eWcr.  jnd 
then  at  tow  rate*.  dedWt**f^%  t^r 
trwcrcM  pay  mentor,  the  cmpfoycr 
eial  %etorwy  t^.  fnr>ine%*  c«|tr»v 
*h7dmt»on*|,  and  (he  w«ahhy  UjfWJ 
gamv.  tj  \  exemption  fitr  torn*  tec^fr- 
t»c»;  u«  vhelter%f 

STAkr.  CiHTALIhT 

T«  r%  nvfjfe  djt«i  fwimlMr  to  thi%  pmr 
n>l '%  rcmVrv  bm  4-« ^wrjl  twvcrthvK 
•  U^iMjr  fKrvvm  of  IK  n^^k- 

mrflMmi  «twn  kill  n%  we^th. 
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«**  iV  poN*  ^miW'AW 
m4**e***  *********  ***** 
MM*  l*e  »rm,nmmt  MM-MM*. 
•  TV  4MfttHrtN«#  «4  m**«om 
<eM*rd  a*M  oacMOcdl  »  <* 

of  weal*,  «a*  f*  M»  *** 
*«t)  mmm  tarre  imm» 
Hi  wcwk  m  immooj 

atM*V  cImV*  * 
j  ;  ate  rftftcieocc*  aa  o> 

.  fe«VaMdOMll»M*M0 

*e*  l#0  prrco*  c*  P*  fVf***- 

*****  p>x<M*fK*n>  or 
*Kt*Hy  They  s*  M*# 

Mtatfwato 


aVoefkv 


•  TV 


The*  **  m  MaooriJM  c»e*  to  V 
eotr**.  etpociatfy  *«*  Mtpert  to 
m  awe?  ;oceowea»teto  »nm»m*e 

and  income  drUrtbMJOWv  Tte  **o 

w,*  (4  flflMCt'— faf  *Kato>  M*J  *•* 

aaeooje-- nc  mdVprooVo*  of  *** 
miotixi  Vk't 4* mm ******** 
at  wtui  ttKvmc  *V  mcimbcn  of 
ft*  too  «cmi1>  ewp  Vloo*  to.  W< 
can  takl)  »**  «**  »  **** 

overlap.  m*j  «•* **•  ****** ***  *•*  * 

mm  coaapicM  «k»w>  &*y*** 
wte*m*fX9Cct4iom**  mfeiracr* 
wffH  *»y  freM  a*%orMwr.  For  e*Ma- 
pk .  wfired  pern***,  ordownty  M  » 
low  »ocome  ffwp  ofico  «o* 
titrable  wraK*. 

It  cm  or  coo*****,  oow- 
ever.  **  the  aWnooooo  of  •eat*  « 
tuft*  Mi**  «otMJ-%.  lVa*t  effect 
of  aH»»<W«tf*»fo»  **t»ky*1 
XdnmrNil  pa*  fVir  jrr  aa«otfecrof 
*******  »p«r»  mt  M  P*** 
torfW  i«4^tnt^we.        *ovai  or 

«a*  tm  variety.  *o»m  persoo*  or 
(m*t*%  ******  *e*Jt»;  opoji* 
|M«  *vmi*,  pmj  IV  fMP*m  o*  **** 
d»w*K**yn  oW*  iw<  champ*.  V*+  » 
MdVrH<r*<M>M.  "  **m»c*< 

mo  iofi«arm*  fo  pn.erve  eco- 
ipobhc  ^itHMy    »c*l  f«rtfcrf 

lMft%  «m)  rv^-i^f  ^  ,W 


I.  Mtf«^r.  W<  M%c  jlKMty 
HMf  i^mc  n  mm*  mmm  ***** 

«r  *****  ^  «U  ^artNNf  h +e 

im*  mvm(  Ow  iitw  or  pr 
pm^  we**  *•  *r  <««wy  ****** 

traMWK  TM  m ******** 

n«eUM»  t»npnW«ot«.*f  ***** 
MMMile*  room— <  cucfly  mo* 
»  die  iwiooorrtrtr  ioeoorc 


t*coo«  ood  nW  pooren  Miriox  tfce 

75  oefveoi  oC  pn%joe  *eoto»  woold 
levcnvd  **o4y  <mk4w*I  o#  (be 
mv«no«  o>^o*4  rfonof  Hi*  year 


The  fiMtw*  im  recog»i«  a 
right  to  sobifetcocc  *trms 
cKtrcily  from  •  refusal  to 
jHtowwtedsr  the  |Wt 
played  by  ggfcnitocnt  Hi 
creattog  the  co»dHiom  oC 


«%H4e  oo»  Mdiof  k«  *oo  ooe 
pnttai  o/  «K  «»CoMl  irtNrfrf  M*c 
f^t«d  II  pwro*  oi  t*r  ioco«e. 

SMce  90  orrceot  of  «c«o*e  n 
tM»o4.»i»Clc4>rooirjMOiyiififco 
werM  o«»cn*«*«M  •owartl  o«ulify. 
«e«  oway  tvoin  o  Tfcb  »♦  woriN  o*k- 
ifff .  wore  owoy  pcopte  wfco  oppo* 
to*  move  fowonl  o  man  r^oalojrwo 
drio>bo«wo  »4  cmnn  *o*-o  * 

Mr^^oUo^f^^^fOvrwncio 
w<irk  |»r*rt.4dp«wiloi»ltflio*« 


qmmu*  m*  m  mmm  m  mmk*  oVo:  n  s 

(wJJ  4«?k  *oricf 

fWH#t  HtfemMore^-  TV  waoy 
pfvcrooKOH  io  «o*>  riiwotry  o4k%l 
Ml  rf*        onwhtJ  r^o  *tfof 
^  #v  fv%Y»rrf  jooo.iH*     Ov-««  t**« 
exjmfk  m  t***.  I****" 


rolkctrrl  (Mljoi»K^  ooJy  t>>  iV 
iMWtM  i»4  t^vi  sm4  o\iV 

e«>  ^wo»jovJ  Nt  Ml  imtkoVumioiI 
b  ^fcpM.  Ao4  lV*e  poWk  o%- 
memi*m*  »  «My  he  eokolotnl  o»<ifVr  - 
<Mevr  i»»»owoi»ioio4h  OooKioo^^ 
«nJ  wUrie%or  irM>*lcr  pj>omok*  or 
M  •^#fm»oey  Vo<fH*  *'  i Voi. 
R^My  MC-lkM  «f  *V  <*• 
p^immr*  fMI  M  cor*  cMcfory— 
aboor  ooe^NoJ  of  ooWir  po>o»cot. 
M€  (m  w«f*»  o*l  ******  am*-**** 
arc  iraoWor  payinroc^  mm  ****** 
me  p»«mcoi»  tor  poo*,    oe  try  to 
**rnV  iVm  oeoefo*  lo  o«c  or 
aoofVf  of  iV  mcoom  or  ***** 
poopMf*  »c  tove  |po««4  m.  '*  * 
•tec  »My  lo  nuU  Mlneox"'*.  Pm« 
irwlMty  woo  WMJCCI  lo  oooojoocy 
deorlMv  toed  nlereore*  ***  rt^y. 
Do  «Md  coottroriMO.  trMftc  cpotaH. 
po«Ml  tenicr.  oVoi  iotriea.  omioo^I 
4etet»e.  edocjiwo.  pMk*  M#d  rw*r 
auoo).  to  name  a     o#  iV  caiefoor*. 
oiovior  beoefrtt  per  cmuj  or  to  tV 
%m*  (mm  m  ioeooM.  «^M»-  coo- 
fwnpffoo.  or  mvo»  mc  4ttlf*otcd 
m  tV  popolMfOo?4^ 

Em  tier  Xod*«  ojw*  Modeo4  k>  •»• 
mmpc  Hum  beoefrft  Me  dittnfcotad 
feoerMly  ot  it  rocooM  »*■ 
iioot  reMMy  gfMHed  »  proffMM 
HioofM  to  reoninboM  mooey  Mi 
tervKet  lo  lV  poof  <t*r/ith  aod  h»»p<' 
taf»;  pvNtc  »»M*iair.e;  police,  for 
M<f  moiimkw:  riMpi.*!  ««oorc«». 
park*  and  rccteMioo;  boo^if  oad 
wtNNi  r  ,«t*al;  veterMn,  a$woiw« ; 
t^aioA)  Oo  fV  oav*  of  ^<r»< 
ttoow*  of  tV  oiilirMwo  of  ouny  of 
HMM  poWic  wrvfcet.  o  »  <mm  ifc* 
ciaay  of  lt~rM  tPjaold  be 
fiOM  %ocli  »  '**'  ®f  eaceplioo*  aod 
loMc^d  V  app*.  -o  i  •oosMy 
conl^  lo  tt*  ttsmtxtto*  tH  wcomc 
pMoltc  a»**M*acc  would  rteMly  or  aa 
ctcepttfM  lo  «or.  °ol  *1<Vf 

c«peod*iofr«  awe  n»ne  l»4eJy  oeor 
fit  fV  pnofv  rwfWy  Mronhoj  lo 
tucir  ta^MHC.  or        *V«*  weoHa. 

A  mocH  |«MM  %oor«  o#  ditwr- 
eoer  io  iV  cooci«^«ot  •» 
uadm  tuTirn  r  a  eoawrtiH  a  o**h 
Urprf  mm  of  MMcy— Mi*e*  w  ua- 
aevtaaiwOlimilOMyMOiljy*  l»^l* 
tfte  Uryx^l  OvM  ««4  etpvodojoft'  oy 
PHerno*M.  oMMnl  ooh  *r  nr  ■ 
waH  mm  iMvrtfM  *ot  om  *^ 
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*yc*****m^l n  smmm*  m*+ef 

•ip*  HMw  -  a*ja*Va  rlHraavrc  m  tft* 
*,v  &cacr*»  fn*,  ffi^  c<, 
»  *Ppr*  ft*  tor  mkv  rkfHTfr 
»  ***a  itM*  »  hutnnc. 
wmirjiw/a&fc  pm^in  atdiury 
*********  *+       f*r*mmci.  the 
IS**?*  *  ****        *«*  paM*  *v 

II?  52T,y  „ 

jwmtfcgacoaaaay  over  <**  ^  r*, 
****»»f  a*  moti  rmj 

lo  ******  ad*m«y. 
*  "•f*  n%tM(d,  ifteirfo*. 
mm  public  e%pmd*wrr%  u+c  me*\y 
ftOO  NIUmj  to  rvwnc  tt*  *ollh 
•**rd*i»un  iNm;*  «U«d 
**p*odifMW  Md  ttv^i  $iO0  Mfiua 

,  3  ****  J"**wwc.  TW  rvaJtaca- 
m«  «  pofciwuiJ>  rt^lkx  u*<r  por- 
«>»»  ol  P*N*  tatua«  »4  ihaf  roUtarj 

CMrafMf  toot*  ire  ex?*  |  rovp%  m 
'"^^Ihw  Af  aai  heft,  rwoiatrt 
m*  *af»*-ci  k>  jrtat  error  ftru^ety 
ftw «mp»rtcal  fivdK*  ba»c  t*r* 
mmk.  Mfht  *<y  w*  don't  fc^>w  whpek 
NWt^wJi  p>r  many  of  ilr  catct 
Second,  cvew  Hhcnr  m  (m  idem  if y 
flte  wdivNfc**!^  *c  do  fto<  know  m 
***  "*'omf  *«»op  >*ey  UM  TfWrd. 
*w«  more  tfiffMTuIr  »  ifw  stfcmf*  to 
plaw  rnem  at  *  **afcft  proup.  if**  rt 
pfiKvltily  fea/d  ttfKc  »<*Hb  t$  ff. 
ported  only  when  h  t\  iraatferred  (at 

•4*>t4t  to  u%.  (TtK  lartcd  Sia**  if 
ft*  oaly  laduMnaHrcd  njjfn»  wafto* 

On  k>p  of  ifu*  i;norM(r  mm* 
pile  the  cffcci  ol  ^  bjtic  mit4M 
4*TXJrtdmf^oaf  Jc(cp<xHr  of  rhc 
April f5rt»f^Uy  M^i»rfwihwJlirf 
fadcuJ  woflK  utcf  %ncn  «r  (Dnrk 
of  iHe  u«  "v^m. ' '  J**  t^jo^c  «  » 
p^iMcd.  *c  thni4  u«<»  in  iv 
U.S.  J»  '  ptefftwc ."  In  Ui.  fc^ 

fomi.  HlkN  Mj«  wi«w 

Ifxwi  i» •*  HHrd«  «•!  Mi  uu!+  *(x  punl  m 
tm*kcf  hmi  TK*  i^m^  jjv 
«*^<  <^kff  Hfi\'\MHr.  j ml  mi  n  itf. 


.♦5  ivavm  «t  mvmm  mm  paU  » 


t*#  ptnm .  Tksmt  **mHt%  imrni 

***** bf  mm bmnm  memme f^SaJtei 
°*  #»»fiMK«|  traatfcr  p»y- 
•fcglwly  towrr, 
#»wwMIOpcivffH.  ThcarfctMafc  of 
J«M»i>f  UHame        m  u%€*  bf 

i*w  fi«S  by  tW  m«Wkr  clan  Ai  4* 
•fpf  f  c*S  o4  tV  uvea*  tc^k  ttftc  loo 
n»o  or  three  pmtKtmf  tfm 


JVT*  *>«Npftfft*ft  Mil  M»4r 

m^Sr  »» 

•foot  130P  MtW  SaWpj*  ft^^  < 
J«*^od  ett*ci  m  w€9$m 
f^k*mty  mxkmmdmtiy  mkfth 
*******  wxdm  fra^  mm*  h  £0 
^^mftbrmmmtpmm+btbm 
*******  AH  w 

y  fao-fti  ftiiv  Mfwror 

f**««»  «ftM?tf  by 
Owt  »«»0>  Ukmt  HMfjkifr^ 
«w  or*c  oroaft;  m  »v  emmvy, 
naWOym^.MVf^  IK) 
pnwm  of  «0  iftc  moocy  iftoi  ^ 

*****  ****  >*"  TV  f*u  mx*»e 
tntw  met  «*onb  ^  Uut  cicr>i  10 


The  (Mitl«m  of  woOth 
dbMNrtfrio]  docf  not 

to  iofhieace  Co 
fM^erre  ecooomkr 
*U  Nlftjr  as  well  tm  farther 
ccotbjmic  derrlopmenf. 


fo^tf  <*e  pmvmsfB  or  mcomc  take* 
w  U««  to  m*.  fe«  a,*,  ^  ^ 

caffy. 

TNeit  madm  *c*a  carried  oa(  by 
pcopte  w*o  nad  raihor  c«#scfvam« 
nrwt^r^  *jfo|f  Vnkm  For 
f^^y»'  fCfttkd  fo  "chjrfr" 
P*op*ny  ft*d  *ecwnK*  hohiets  t*bct 
fffcaa  c0*M*«n.  Thi»  c«««myMKM  it 

cufj^f  ia  Ajccac  yean  aa%«  Km  ra 
f*ff***t*e  laraT  u%c*  and  rt*  te» 

lArly  Uk%  wiJIK  Piffled  10  4WNwa. 
*f*  fartwr  ^aa  The  better 

cuatfc****  te4JWy  rfp^jf  k*  (f^i 
Amcrmjm*  *t«tintHHe  nmfbly  the 
**»ftf  arn4-mj^tf  uf  in^aaiv  ft#  t*%e+ 
r^juhess  «>|  iv*r  M«t«mw  la* 
Nffd4*a  dk««  aia  a-******,  a^ift 
Mp^u^nfy  rr«»ai  av  tm.vim  dioxi 


Ofipi  oC^comc,  aad  aanicalarfy  ^ 
I  ctfwiai  af  incoax:  ay  Okr  «oiw- 
Moa  aad  c«aradH«tv  of  faad»  bf  go*. 
fittonai;  aid  ay  m*niti  lavaaje 
■»m  dimriaafaM  o  ip^ 
wart  coj»a% ,  ood  fat«nm>at  actt- 
^  ***  »»^f»  oaaoiwoalaaca  ta^ 
T*t  iwaK  if  uaOUNy  ia  far 
poorrn  o<  **c»itft  dmn*^KMi(  w 
of  coavftai  *ftiffiQ|  of  todKMfej 
oimh  froto  oar  Maadatg  10  aaoiher  fa  a 
*ra|d|  fwokm§ 

Tar  place  of  fovrnwxai  m  mam 
*******  tfm  fae^aaldy  of  «*4feft  i« 
Tfcw  i>  a  oetkmt  Maarr 
ctMpitcd  oy  o*f  "au^cd  cvo«omy  " 
^aar  aad  paM*  hixct  m  m  a  «m 
of  oalaacr  «o  (Haf  ao  ufn ifvaa*  vM<> 
Mtoppoitarcootfol  t>  pa%%ddc  aoJif. 
«c*Wy  T>t*  «att*  hat  ihc  rr««N  iNm 
ao  m^or  **ftmmt  aaorm  of  e** 
torn*  dsyttib***  of  «*vaftft  or  m- 
come  ot  ac«d  *Mt*i9cfnnt  r*  po>%4fk 
Wfwle  fadi**kMU  auy  ybtt  1  from  0% 
'  (mcomr  k*t|.  «»<^ia  crovp 
t"»9  etc  f  to  imntxt.  the 
floater  of  per  u*o*  u  9^ft  d«W  aad 
Ihc  dMrdMfna  uf  «T<dtA.  okook-.  .* 

The  pnenmcm  ts,  «w^.vo^N> 
^ofred  ia  wprra'iaf  aa  c**«H>m> 
ihar^-fcri/i-d  by  «ar<fOjNf).  »iia 
i^Mvrfy  a%  aa  fclkn  «d  o<av  ^-imM 
Hftdv  ihc  pnrfavm-ai  dur*  aid  noes. 
«av  iftv-  extummy  m  ttnJet  tn^iw 
9"  **>'^  mt^MHtes  t*  m  a* 
rv«fr«af  pcfpk  if.mi  rMmmf  the 
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aevrWik*  of  if**  *+  *****  k**e 


TOWARD  h  ni*0AMK*TWl 

Tknof*  rt*  coo*  *d  *^ 

nc*  dm  can  N?  ♦laoovd  r»*' 
iHUllCBi.  I*  Coo*i«io»m  0O< 
a*to»Y  *Ott  4  M**.  A»  "•dfj« 
pyfet"  k*«  KYo  *Uto*ordy  kaMrd. 

aftd  «ke  COOIt*  kl*<  COOMlted  l*em 

aor*>*t>,  attoof*  fraoi>f  eowow 
pox****  pnHecT*»o%  to  weffeor  f»- 
ca^eato .  Tt»>  ka%  armaowd  trv*  e*e« 

OJ  0  pTftod  M  *HlCO  fO%efOOafOJ  k*» 
MlMWd  ifK  Wado*  •**  «f«ial** 
aod  cooiiolkoc  tke  k»el  of 

ccowmtc  acti*0>  <»od  ka»  ireulawt) 
made  dec****  mMrkafJcet  nxo  of 
ctnptojmeni.  rt*e  of  momy. 

waft*  aod  pnccv  aod  ike  pn>»fef«y 
of  pxncular  wf  mem*  of  rkc  eowo- 
my  U  decide*,  m  t**  ro«r*e  of  fkn. 
kow  MM»y  ♦kaJl  rtqmit  m*mm*<  m 
ooiff  «o  fata  uttm+HiKt  Tko*e  oko 
lack  tfcc  occe*wt»c*  of  life  m»  w  *oi 
nMMtdw  *hn;h.  fof  ike  roo*i  p*i, 
ff»CT  tow*  oo  cooirol  They  we  ***** 
t*c*p*Me  of  *«pport>n*  il*etmcl*r» 
(art  too  OKI.  incapaio#lcd,  iM.  etc  ) 
oe  ihcy  *r  plated  m  iM  pov*»oo  by 
m  ecooomic  *y+i<™  tn  *****  ***** 
arc  tirosie  elemcnl*  of  Hate  *ci»oo 

For  mnm  the  coovept  ikat  ikm  **  » 
rifN  to  ike  iKt(^«t(«  of  life  Jt^vww 
no  topJuMKifcd  *fff*oKo<.  tfcr  pOM- 
tioo»aoelh»c*loO*.*o  ok* 
•poor  tmmu%c  o*  *elf-e*id*ot. 
Hofmomc  f«l  »i  ikn  woy  m  191 1  .a 
r«iMi)  nociat  o*de*  Asm  oot 
"(t*  c**cmt:H  roO>pc»t>al>k  coodi- 
Uoa  of  iH<  hapo«ie%»  of  o*c 
UK  tmavpfdsHc  misery  of  aoothci, 
llic  tufptoc**  of  lony  OHllron  men 
cm  »e  owry  of  ooc  "w  Fof  v*c* 
ptTH>0>  Use  f  war  j«ce  of  l»fe,  l»l»rrty 

gowomtftOl  *********  »» 

» ill  or  *o ob>  «hi*U  J  iiccc***)  rh*f  h 

imnuI  nclH  fOKh  **  lw»>  hcxrw  m.of - 
M/ril  oy  ihc  Swofiroic  C«i«rt  »1M 
o^1l«rrv— «H'ti»f ^Ih*o/*  pf<H.r«fj- 
iwo.'*  fO^H^I  rri**y," 
l^»lO,,,  f«*f«ritf«  nH*rtM*u 
iml*'      iln:  *•«    it*  enKf  m 


imt  f^«r  tfcmc  Ui 
in  #  MriMf  ^  ********  ■ 

Mm  «*  ti»i»mmi''<MMw  we 
4«e  ^*  «k  o#wfe<i>»* 
ci^Mr—^o^Wc  MU«  cvtf)  tvt^»o  r* 
ciiiKkd  ««•  we  <fc.ve*Mt*e^  of  We  #*  * 
mmct  of  nfN.  «N  -rpmieW. 

MffM«l  ^  t*e  f  At*  |wr%f0je4  *ew. 
t»  ejnUy  coofo^eJ  »*t*  omee  pow- 
owl  »a  M:»ef»l  otolJHwef* 

4o|  TIM  poMfMM  rm4»  *<***% 

mt*m$  ***<rmmf*[*' 
utmpt*  »o  c«*mv4  rtk'  rv\«ooon 
ll »»  «cM  ^itlMi  »Me  ^rttomy 
to  act  coovettrO<l>  ^  irywl-ne 
comwmmc  "Welfjre 
rnMomct"  to  "*"*' 

mtem  the  f«o»*  piodoci 
wUrte  m  M*  been  OeterwMoetJ 
[try  pneiooicMl  «^  «•  rhjpfe 
m  tkr  o«e  of  cefi*#o  rowve* 
wiN  focnestt  dM  oei  |M>o« 
of  foods  (However  defioed 
petcetved)  to  sociei>  o»  9 

(b)  Tliepo^kHii«U*iM»M«od«ooi 

OtOiTI   AO  8»%0f**OlKrt»  4IPOOI 

how  joo0»  flMM^  be  4mn 
boicd  widlia  «oCief>.  tl  oo»» 
"MM  piofmc  a  ohwc  e^ulK*/- 
iao  oeoooojy.  «  doe*  rt  a«J 
vocaie  any  i«d»ttibottoo  ai  oil 
armf  iIiok  ojemtper*  at  »oei 
ety  wfco  Imv<  4ifeic*eJ  (fee 
ncemiiiei  of  life.  If  e  oof  me* 
HfeJf  to  It*  fwwWe  elaam  of 
pV^e  wao  are  be  km  ibe  »#t^- 
trace  level. 
(C|  The  poMtoo  o^oaxv  ooly  ao 
#o4mtao«May  of  toe  *****  al 
ootfcae*  of  mc  ocoooohc 
teat  oMd  *•  «  »|weonoo. 
FaetWe*  •*  Cake*  00  ***** ***** 
re*  pert  to  fae  *»y  •*  ****  * 
tttai  «o  MfO%Micace  o»i|oi  oe 
Minfiew,  AOeKrawo-MMO  ortb 
ropocf  to  ia««  wo»M  o^otie 

(COSWBIC   jOOlfOKOl**  »o<l 

nnc  anr  lefl  to  o«fcert 
(d)  THe  omOfoa  rc<p»ox*  «o  0e 
bote  atww  Ihe  oWfaMjry  of 
paMo;  a*%<»lrfOCC,  ooly  H  *el- 
fao^  K  a  oialief  of  njrM  PWHo-' 
a%M%Mo^e  p*iiKoMy  AiejH- 
j*oW  aM.  ^  k-jM  k^^la 
t*«.  lUeo  Hi*-  %opr»-oie  t'»oJ#l 
apavjr*  o»  ^cp<  0. 


Weffoie.  hy  m%e«onj  OV  ^ ^f; 
aMoOn  of  M0>%i«4e»HV,  v»a  Hc»f 
tMmf.  *****  the  tXK*  of  «V  po.o 
taW  Moav  opp*HloJHtie»  iKo  afv 
avatt^Ne  >o  of^er*  to  r***>r*oy 
oaeaNtoefof1%  w  i»e  l«f^ 
omiWMPiily  Alike Hoovioov, otfl- 
fov  eoooiK  a(j#oM  o>j  MVk-iJ 
maljuM:  fM  o*a>  Ikm  1^  a 
wide  «fivarf  HfOK  of  oOftm.  Kil 
foa^atioo;  aa«l  »w%-oriiy.  PaW* 
a»MM.oce.  ifceo,  r»  ooi  *e* 
My,  >of  a  mean*  to  "pcooaoie  ike 
gcneial  wettaw.  »od  tke 
BtoMOf«  of  L»t>emr  to  ow>elve» 
aod  o«f  *mefn>  ' Jf 

THe  CooH.  *)  oMi^f  if  **ok- 
memi.  it**™**  wCkartr*  Retcfi  *  M 
moa)»  waieaaeoi  oajcomlemfi«  Re«a 
f^d  wnneo.  "ToJay  «e  »e*  po*efty 
at  ike  iVo^aiefKe  of  larpc  »o#r<f- 
hmmI  fof  ^>  hi  a  tfowple*  md«*4f»al 
w?iei>  /'**  Ffom  ih"  l»  k*l  drawa 
me  coswio^j  ifui  "me  M»e»  oi 
iknseoi  »*  %*m*\y  moi  oheo  *odi»*d^ 
ato  ka*e  imoffic«em  franco  w  h*e 
wider  conditio**  of  aeatik  aad  de 
ceocy ,  tocieiy  ***  oW»eaiioo>  lo  pro- 
iide  woport,  aod  ft*  md«««0aal  n 
cmMlcd  lo  ikoi  »oopon  ^  of  i»fbl 
f \  ■ .  ,  ■  stet**  **  owoi  rraddy  x- 
a  wkeoooctook^oitkc'laroe 
rm,-     ^ol  fonre*"  aod  fiooS  th* 
ihey  are  to  laffe  pan  a  0f*ok  of 
fo^crmoeoiaJ  dec         la»ea  liW  if* 
certff*!  *elf»«  ««d  deon^oif  wooe 
mdt of  the  aece^wio^  ol  life 
Oota  ike  cooffft  ood  the  feoeral 
po4Mic  fcovc  failed  «o  reeofoiie  »  rtf«ii 
lo  foovMcoce.  Tkrt  failore  of  pcocep- 
I  ton  fticfw  doeeily  ^rom  o  ftlov*!  to 
acMowkdferhcoai*  playod  hy 
tromc**  m  cwai»of  tke  <o«doioo>  of 
poverty.  Tkf  Cooft  *  po%0«o  +** 
ocrkap*  oaow  e»pHe0ly  oafod  «o 
tteaJruiK*  if.  W$tl+*n.  "Here  «e 
dC4l  wok  Mate  ro^ olatnm  t*  wc  *oe»al 
yoU  ccoooooc  <«fcl,  oo<  all<xl(0e 
fm  Jum*  paafaftKed  hy  tke  0*11  «W 
Rio1m>  "**  10  lh«*  wa^c  if  »<»o«d  «o 
nffei  m  atatlef*  M»vot%rm».  tn  >H 
"me  o>oM  ba%itf  <c<»oofli^ 
aceo\  of  fmpo*ef»o*d  mawan  he 
m^v••*,  A*ooeaoaly*iof  loewelfaie 
pHOMl'd  ool  »o»»  «vspv*i  m 
Ike  ^okslaoli^:  da*  po*c**0Vi#M«o% 
<ff  iV  IV^K.  "Tke  %*ry  «koi 
tke  Otort  '«eol  o.i#oiy'  m  i»t»'  V** 
wa*  o%  ueadf^l  -«mvivo*e  to  prvvo  • 
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RIGHTS  TO  INCOME  SUPPORT  AS  AN  ISSUE 
IN  WELFARE  REFORM 

<by  Paul  Vernier) 

The  rights  of  those  who  need  or  depend  upon  welfare 
benefits  have  been  the  subject  of  intense  interest  among 
social  philosophers  in  recent  years.     It  is  also  «  subject 
of  substantial  importance  in  any  consideration  of  concept- 
ual and  moral  issues  in  welfare  policy  today. 

Philosophic  discussions  of  welfare  rights,  generally 
speaking,  are  more  concerned  with  questions  of  broad  moral 
principle  than  with  concrete  policy  issues  in  the  field  of 
welfare  per  se      This  is  no  criticism  of  social  philosophy, 
of  course,  since  elucidation  of  the  principles  of  social 
morality  is  what  one  needs  and  wants  from  social  philosophers 

At  the  same  time,  there  are  urgent  policy  questions  for 
welfare  planners  and  decision  makers  that  bear  on  the  sub- 
ject of  rights  as  discussed  by  philosophers,  Jurists,  and 
political  scientists.    *A  general  lack  of  connection  between 
welfare  policy  planning  and  scholarly  discussion  of  rights 
has  served,  I  believe,  to  limit  the  potential  contribution 
of  scholars  to  policy  fonsulation  to  the  general  detriment 
of  welfare  programs. 

My  purpose  in  this  paper  is  to  try  to  draw  together  the 
subject  matter  of  these  two  fields  in  such  a  way  that  the 
work  being  done  by  rights  theorists  might  have  a  more  direct 
impact  on  policy  considerations  than  has  so  far  been  the 
case . 

To  that  end,  my  discussion  will  be  largely  expository, 
and  I  will  not  be  arguing  for  or  against  anv  particular 
moral  or  political  theses      I  want  to  show,  in  a  general 
way    how  the  question  of  rights  , is  linked  vith  welfare  pol- 
icy, and  why  it  is  an  important  subject  for  decision  makers 
in  this  field. 

1  will  begin  by  offering  a  brief  characterization  of 
the  concept  of  a  right  in  general,  and  of  tha  particular 
features  of  a  right  to  income  support.    Next.  I  will  otter 
a  short  historical  background  concerning  rights  and  weltare 
policy,  to  be  followed  by  a  more  intensive  examination  of 
the  ways  in  which  welfare  rights  are  most  likely  to  influ- 
ence and  condition  welfare  policy  decisions. 

Reproduced  with  the  pemisaioo  of  the  Center  for  Philosophy 
and  Public  Policy,  °  19*0- 
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group,  such  as  racial  miLritEf  f-^"  Che  rl*bt-  of  »°»« 
Social  philosopher  !n/«  1^",'  are  lnvok«d? 

have  written  at  length  Zl  It'  3"d  P°lltical  scientists 
and  several  basic  cJn«p?lo5»  SZV\t\th*"  Action.. 
•  "Pon  in  what  has  been  Si«2  f  PP?*!ihf  ?  i      £enerally  »8"ed 
SgfH-ha,acte,i^ 

co  have  a  right  is  lo  havS  a  c l!2 ^f  rcUced<  *?eas.  Flrgc 
-possess,  or  do,  or  be  lo^thinJ      r£f  a,sPecial  kind  to 
titlement  to  the  objJV?  of  tt^Ki Jf*  ?Jal!n  l*  °"«  of  *n« 
cure  the  perms, ion  or  c^Jnf  ^ght  wlthout  hav*ng  to  se- 

corresponding  obligation  or  A^t  w*c  Stances,  a 

f roup,  or  inJ'titutfon  The"  ob}Jc?PS  iTt,*?**  Per9°n' 
bitrarilv  be  withheld  or  aZJ?  a  ?      £  a  rir,nc  cannot  ar~ 

those  upon  who^n  3 "Su??"  s'i^osed  ''Rj*!?01?'^3' 

Sf se?nodfirSlC°rrelaCed  ^  a"  -nctionehdrbd; 

involved  2      ^  °F  P'^P1**  «*ich  are  binding  on  those 

make  S/fSl^S/SilJ^Jh^ 'i*"'  'hef«for«'  i«  to 
possess  or  enjoy  somethTn*  <»  t  She  iS  titled  to 

ship)  in  acconrdayocTv ich^oS'Jic  or^auf  r?llglous  w°r- 

o^ate^r  \t?£? ~  F  «  ^viSuaHr 

described,  as  I  claim  aLiSst  orh  U*  ?f  welfa™.  yet  to  be 
some  set  of  valid  Ses  ln  accordan"  with 

.« •S2S&X"?», 
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While  this  distinction  is  generally  familiar  tc  profes- 
sional groups  such  as  lawyers,  philosophers,  and  political 
scientists ,  it  mav  not  be  as  well  known  to  the  wider  public 
engaged  in  the  debate  about  welfare  reform,     It  is  of  central 
importance  in  xhis  debate,  however,  because  certain  welfare 
rights  are  already  contained  in  law,  while  others  are  claim- 
♦able  solelv  on  grounds  of  moral  principle.     Unless  the  dis- 
tinction is  kept  clearly  in  mind,  and  we  know  which  of  the 
rights  under  discussion  are  legally  sanctioned  and  which  are 
not,  our  debates  on  this  subject  will  not  be  well  informed. 

Another  distinction,  this  one  concerned  with  whettfer  a^ 
right  is  to  non-interference  in  one's  activities  as  against* 
a  right  to  receive  somethingi  also  needs  to  be  kept  in  mind. 
It  is  important  because  traditionally  we  have  been  concerned 
mainly  with  rights  to  ron-interference ,  such  as  those  guar- 
anteed in  the  Dill  of  Rights  of  the  U.S.  Constitution.  Artic- 
ulation of  rights  to  receive  something,  for  example,  a  mip- 
tonuitt  standard  of  living,  educational  opportunities,  and  med- 
ical care,  is  a  more  recent  development.     For  this  reason, 
the  notion  that  there  are  rights  to  welfare  is  not  as  familia 
as  the  notion  of  forbearance  rights. 3 

Rights- are  seldom  absolutely  enforceable  in  every  sit- 
uation,    In  specific  circumstances.  th"»y  can  often  legitimate 
iy  be- overridden-     In  Oliver  Wendell  Holmes'   famous  example, 
the  right  of  free  speech  does  not  extend  to  shouting  "fire" 
in  a  crowded  theater.     If  there  is  a  moral  right  to  income 
^  support,  there  are  clearly  circumstances  in  which  it  cannot 
be  honored      For  example,  in  time  of  famine,  there  may  be 
no  resources  for  responding  to  need.     From  the  viewpoint  of 
welfare  policy,  the  recognition  of  a  welfare  right  thus  en- 
tails -the  further  question  of  the  circumstances  in  which  it 
can  be  validly  overridden. ^ 

There  is  a  great  deal  more  that  one  might  say  about  the 
nature  and  scope  of  rights, 5    Howe\er,   tor  purposes  of  an  in- 
troduction to  the  Subject  of  welfare  rights,  the  points  I 
have  made  seem  to  be  the  importanttanes      To  summarize  brief- 
ly, a  distinction  needs  to  be  nta8e  between  moral  rights  and 
legal  rights  in  considering* rights  to. welfare.     A  further 
distinction  between  forbearance  rights,  like  the  right  to 
privaey.  and  positive  -social  and  economic  rights,  is  like- 
wise important.     And  finally,   the  question  of  circumstances 
in  which  rights  can  be  legitimately  overridden  must  be  taken 
account  of ,     I  turn  now  to  a  brief  characterization  of  wel- 
fare rights,  and  specifically  of  rights  to  income  support. 
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What  is  meant  by  a  right  to  income  support?    Baaed  on 
the  preceding  discussion  o?  rights  in  general,  I  wan?  to 
*  rtlht  Pfrtic"u^  construal  which  links  the  notion  of  such 

ibSfti      re9Cf  y  CA  ?rac"cn  Polic*  *"ues  "needing  eu£- 
i„r„tly         aia  and  level*  °f  Payment  to  be  provided  by  an 
income  support  program.    According  to  this  cSnstrull  I 
right  to  income  support  is  the  right  to  the  economic 're- 
sources needed  to  bridge  any  existing  gap  betweeS  an  in- 
dividual's own  resources  and  those  required  to  achieve  some 

SfreCis"U^rSof  ??*f°?t-!!t  °f  UvinS     ^e  centra!  conc^t 
in/i^A    ^      f  3  deficlt  between  standardized  need  and  an 
Individual  s  resources      If  rher*  <«  a  f„  7      ana  an 

„nrf     4t.    „  „.       ,  l     •     *«•  cnere  is  a  right  to  income  suo- 

if  Che  5l8ht  co  exist  at  some  level  or  standard  of 
living     Those  who  have  the  correlative  duty  are  obligated 

and^ny  LdKidual "fo^  t°"ttH  tHe  be"W*e"  tnac^evel 

ana  any  individual  s  own  resources.     Presunably  evervone 

nVl  on?5  Vi8K'  bMr  U  Anally  kernes  for  any  Individ- 
ual only  when  his  income  falls  below  the  established  level . 

if  rJ!T\^crial,f?CCOr  in  determining  income  support  rights 
et  ™  „  ^    KfUaI  18  accfPCed-  *•  the%tandard  to  be  used  in' 

fuI™hSJl5  be^  ST"8  J  ^  aCCrUeS"   and  what  ^8  Dene 
tus  should  be.     Such  a  standard  can  vary  from  one  of  mea^r* 

^tTfoVr^ealiz:tionh0fhfrH^e^1  ?f  -^-^ingman3eo?Po?tuS" 
riL  tti  i     m  individual  potentialities.     In  Sec- 

detail  examine  this  range  of  possibilities  in  some 


,„      Understood  in  this  way.  it  should  be  noted,  a  right  to 

srandar/'ic   £  ,a   ,    fl°0r  \l°r  every°ne,   fixed  at  whatever 
that  th?  livfcCl  6f  UP0"      11,18  folIows  ^om  the  circumstance 
ual        ^-VwSl^- inCOmt  suPP°rt  ^crue  for  an  individ- 

TxL ■<■  '7  e  SJ?^  °rKher  resour£fs  ^11  below  the  ievel  of 

1'  •  k  £  haS  been  Set-  ^  an»unt  of  the  entitle- 
?o  LioJ^h  ^fT0^  rec?uired  to  enable  each  individual 
to  enjoy  the  established  standard. 

Although  this  account  concerns  only  income  support 
™a< 5f*J forfflula  can  be  extended.  I  think,  with  suitable 
modifications,   to  other  welfare  services,  such  as  medical 
care  and  day  care  for  children.     There  are,  of  course 
other  ways  of  defining  a  welfare  benefit  right,  such  that 
fllZ  te?cin8  xs  not  the  crucial  factor.     For  example,  the 
family  allowance  system,  which  is  nor  based  on  need^  might 
also  be  used  to  generate  a  definition  of  a  welfare  right 
One  advantage  of  my  definition  is  that  it  fits  current  wei- 
strSctu^e™  pr°pC,Sals-  which  Are  income -tested  ln  basic 
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Before  going  further  into  the  content  of  a  right  to 
income  support,  let  us  look  for  a  moment  at  the  historical 
record  on  this  subject.    To  what  extent  and  in  what  ways 
has  the  rights  issue  ii  welfare  been  a  subject  of  debate 
and  legislative  enactrtent  in  aarlie*'  periods?    Is  it  a 
lor.g-time  issue,  or  one  of  recent  emergence?    And  how  far 
has  the  concept  of  a  welfare  right  been  implemented  in  our 
welfare  programs  up  to  now? 

According  to  a  well-informed  writer  on  this  subject, 
A.D,  Smith,  writing  in  the  Harvard  Law  Review  in  1949,  "his- 
torically and  traditionally  ,   ,   7 there  was  no  legal  light 
to  public  assistance ,"6    A  major  obstacle  to  its  legal  rec- 
ognition, he  says,  was  the  firm  conviction  of  many  people 
that  the  claim  to  subsistence  is  "a  claim  to  what  can  only 
be  a  gratuity,"    Aid  to  those  in  need,  according  to  this 
view,  can  never  escape  its  origin  as  S  "charitable  bene- 
faction,"   Changes  in  the  economy  of  the  nation  in  the  last 
century,  according  to  Smith,  led  to  the  possibility  of  a 
different  view  about  the  relation  of  individuals  and  the 
economic  mechanisms  of  society  than  the  highly  individual- 
istic one  of  earlier  times.    The  newer  outlook  made  possi- 
ble the  passage  in  1935  of  the  Social  Security  Act,  with 
its  emphasis  on  providing  economic  security  through  social 
insurance.     Part  of  the  Social  Security  Act  was  the  enact- 
ment of  public  assistance  for  special  groups  of  needy 
people        dependent  children,  agsd ,  and  blind. 

A  major  purpose  of  the  Act,  and  hence  of  ths  public 
assistant  titles  of  the  act,  according  to  Smith,  was  to 
"give  enforceable  legal  rights  of  participation,"  These 
rights  were  brought  into  existence  by  requiring  an  oppor- 
tunity for  a  fair  hearing  for  dissatisfied  applicants  and 
recipients.    How  far  did  this  take  us' along  the  road  to 
the  establishment  of  legal  rights  to  income  support?  Those 
special  groups  who  qualify  under  these  programs  do  have 
legal  entitlements  to  assistance,  as  Smith  holds.  This 
was  confirmed  in  an  opinion  of  the  Supreme  Court  in 
Goldberg  y,  Kelly  in  1970;    "Such  benefits  /i.e.  AFDC7 
are  a  matter  of  statutory  entitlement  for  persons  quali- 
fied to  receive  them,"7    The  courts  have  also,  in  recent 
years,  articulated  certain  rights  of  welfare,  recipients 
to  due  process  and  equal  protection  under  the  law,  as  il- 
lustrated by  the  ruling  in  Goldberg  v.  Kelly  that  recipi- 
ents whose  assistance  is  being  stopped  and  who  have  appealed 
are  to  remain  on  the  rolls  pending  the  hearing  decision.** 
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Social  Securi?vSf^°f  dev*loP™^s  *ince  the  passage  of  ch« 

Cy  Fi«?Plp«:i^?lS-  Che  }efinatlVe  an5  judicial  cbn- 
lnc  World  Uar  tt     f  f2    *°.osev*lc  s  faroouS  declaration  dur- 
"8f" °*l.d  War  11  of  thG    Four  Freedoms'*  included  che  r^ht 
Co  freedom  from  wane .     Next,  the  Universal  DecLr^n*!'" 
Human  Rights  of  che  United  Nations^aTadoptea  £  ?948 

ttowh^SV^V0  3  mininnOT  «^ndard  of  Hvi'ng194^ 
though  th.s  is  an  international  dcd»r-ation  which  the 
United  Sta,:es  has  not  ratified,  it  has  frequently  been 
cited  bv  voters  on  welfare  rights  (e.*.     by  S    L  Vasev 
in  a  paper  entitled  "Social  Welfare  as  a  HuLrtTght^r 
A  few  years  ago.  the  national  association  of  welffre  recip- 
ients adopted  as  its  name,   the  "National  Welfare  Rljh™ 
VtSSd'ZT'r    ftd  ^^1^  Secretary  of  State  CyKs  Vance 
^  m?  .  nited  !t3tes  polLcy  chat  ',There  *■  che  riRht  to 
the  fulfillment  of  such  vital  needs  as  food    shelter    heal ch 
care,  and  education  "10  «-vwu,  sneiter,  neaith 

ffM<<  These  instances  do  not.  it  is  true,  add  up  to  a  ma)or 

Sin    Ztl  U  l/  falr  C°  thaC  ch^  reflect^ome- 

thing  mote  than  a  random,  unrelated  set  of  occurrences 

JouldenocehLe  £^Vf  ^lt!W.abouC  eights  of  che  poor  which 
would  noc  have  been  found  prior  to  che  1930' s. 


Ill 

The  issue  of  rights  Co  income  supoorc .  as  we  have  al- 
ready observed,   is  closely  connecced  with  che  designation 

ZtttESZl of  ??Ucy  °J  some  standard  or  ^-i  to  jwhicchn 

entitlement  applies.     Tins  is  true  whether  we  are  speakin* 

iLr^LhVff11  righCS      In  the  discussion  o? "his  sCo"g 
Ject  which  follows,   the  close  link  that  exists  between  ab- 
stract questions  of  rieht*  m<{  Bm<,r™«,»«-  ,Lween  aD  „ 
!„^..    Y      .     rigncs  ana  prograranatic  requirements  of 
policy  determination  comes  clearly  to  view 


BEST  COPY 


Hi 


106 


It  makes  a  great  deal  of  difference  whether  we  are 
talking  about  rights  to  a  level  of  bare  survival  or  to  a 
level  which  permits  a  mode  of  life  exceeding  survival.  This 
relativitization  to  some  specific  level  of  existence  is  re* 
quired  for  two  reasons.     First,  it  is  only  by  such  means 
that  we  are  able  to  Identify  the  content  of  what  a  person 
may  have  a  right  to.     Second,  the  grounds  for  asserting 
moral  rights  to  welfare  are  not  the  same  for  different 
levels.     For  example,  one  possible  argument  for  rights  at 
the  level  of  survival  is  that  such  rights  are  part  of  what 
we  mean  by  the  right  to  life.    That  is  to  say,  if  there  is 
a  right  to  life,  as  the  Declaration  of  Independence  asserts, 
one" possible  argument  for  support  at  the  survival  level  is 
that  such  support  is  part  of  what  we  mean  by  the  right  to 
life  because  it  may  be  required  for  remaining  alive.  How- 
ever, if  the  asserted  right  is  to  some  level  of  existence 
beyond  mere  survival,  the  argument  from  the  right  to  life 
is  no  longer  sufficient  taken  by  itself.     Other  arguments 
will  be  needed,  e.g.,  that  everyone  ought  to  have  equal  ac- 
cess to  what  he  needs  to  successfully  pursue  his  lite  in- 
terests, including  a  reasonably  adequate  level  of  economic 
goods.     Moreover,  the  arguments  for  rights  at  one  level  of 
benefits  might  be  significantly  mor'   persuasive  than  those 
for  another.     It  is  also  possible     *at  rights  might  be 
strongly  justified  at  one  level,     ;t  that  there  are  other 
powerful  motivations,  such  as  ar  movement  of  certain  social 
ideals,  for  providing  support,  •  ithout  reference  to  rights, 
at  some  higher  level. I * 

Standards  of  living  relevant  to  income  support  policies 
can  be  viewed  as  constituting  a  continuum  along  a  dimension 
extending  from  the  barest  level  of  survival  upward.  Points 
-along  the  continuum,  however,  must  be  selected  in  order  to 
focus  discussion.     A  number  of  possibilities  are  presented 
For  example,  Benn  and  Peters,  in  The  Principles  of  Political 
Thought, 12  effer  a  three-fold  set  of  levels  as  follows; 
TO  the  biological  level,  which  defines  the  requirements 
for  simple  survival;  (2)  the  level  of  basic  needs,  which 
are  those  that  must  be  satisfied  for  enjoying  what  the  au- 
thors call  a  "decent  sort  of  life"  at  any  particular  time 
and  place,  and  (3)  the  level  of  functional  needs,  defined 
by  those  requirements  which  a  person  must  satisfy  as  a  con- 
dition of  performing  his  or  her  particular  job  or  task  in 
the  community.     A  virtue  of  this  classification  is  that  it 
gives  us  a  hold  on  some  important  stages  along  the  continuum 
of  individual  and  family  needs.     I  shall  offer  a  somewhat 
different,  two-level  classif ication,  however ^partly  because, 
it  appears  to  be-more  directly  relevant  to  welfare  policy 
considerations,  and  also  because  the  kinds  of  arguments  that 
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levels  or  standards  are  <1)  a  level  of  ..*!?  1°  othe**-  ™*  two 
f«s  in  an  important  wav  fr^  R  subsistence .  which  dif- 

level    snH  f7V.  il.  i    i      00  Benn  and  p«Hers'  biological 

under^1an?Tt^r/y|Hf^m    Subs^*nce,  as  I  shall 
which  encompasses  the  eUmenrFS ^r0?0",1'  sec"rity 
goes  beyond  them      This  W      °f    biological  survival,  but 

analysis"  of  .uffi.tSS  needs  it  nen'rv'IhTi J**-".  JrOB  3n 
economic  means  to  live  a  health?  !S  Ic?ivJ'nfSr°fldM  the 
less  normal  duration      This  2    a"lveLUfe  of  "»re  or 

ological  needs  in  specifJiL  SLffSj?,?1"  °f  bare  bl" 
health  and  activity  as  well  «  f^JV  ?ltive  conditions  of 
ponent.     Surviva      afa  concent  of r?du?lnS  ?  durational  corn- 
day  to  day  meetine  of  Drlm?M,Pi       3lvlng'  lmTlies  more  a 
sideration  of  ^eJ^JL^rl^^t 

mal  e^c'SuJS'eSrlTdSi  o£, •ub»i«-nc«  or  mini- 
chat  is  comparable  To  Ben*  and  Peters'  S£!?,t0  *  st?nd"d 

^hvHn  a^eSL^ner *  ^feW''" 
minimally  acceptable  wtthfn'i     "  onVhaC  is  considered 

awir-s  Err'"""1" 

u..      ^a^.^.sta-'s.s^f  * 

(2)  The  Level  of  Minimal  u»n  .Ra.n„      *  .  . 
the  level  o(  subsistence  W  a1«1  it  i*'     Acnievement  of 
dition  for  the  conclnCation  of  fffrlbed  19  a  necessary  con- 
of  mere  survival      Tr  f    k    °f  Ufe  ln  Bny  sense  but  that 
for^he  1  "el  ?  shall  llu*^  s"fficl«nt,  however, 

ment  of  thU  level  reouirL  ™?         well"being- "  Achieve- 
the  subsistence  level9  ^  -"  ^  °"ly  ec°noraic ^security  on 
living  in  a^recomprehensfve  sens'f  ^re^T^*8  f°r 
iftharo^^ein^^i/0  4  S'^ff&^'JE" 
••deceM?  sorteo?gUfe*  ^J.^f  ff?  anf  Peters 
what  is  minimally  a?cePta?le  In  one'sVcnLiniaCC°rdanCe  with 
is  not  looked  upon  as  dfff.««?  community  so  that  one 

patterns  ofloEi      u2      sJcSd0"!?1** thf  eSfabll^d 
dividual  can  participate" In  thecal  ra^e'oToXary 
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ing  ot  one  s  '  achieve  a  sense  of  one  a 

g.rd.d  by  «K>.t  «--»'l"M  *?1?!e^??h*JS5  L? >ovld«  .uch 

It  would  perhaps  be  a»re  accurate  to  designate  Jjj" 

of  factors  wnicn  excenu  "«7V""  ^^vianal      The  Level 

scarcer  to  their  utilization  by  gch  {ndi vidua!      ™>  t 
of  economic  support  which  is  linked  with  m  1Uy> 

S«LrSL?SaS^l£4  thatVonfition  in  Its  full  sense. 

tk-  characterization  I  have  offered  here  is  extremely 
Rener2C  ^"SS™^^ 

.roups  of  peo, ,1..  ^"^.^Rfnds  of  opportunities 

diverse  prospects  ^  lite,  ana  tho8e  q£ 

needed  by  children  as  £jey  are  growing  up  ^  brefld_ 

rheir  grandparents^  wl^rofly^rob^  whoPare  not  in 
winners  in  contrast  wi.cn  j        , ,        however,  and 

the  job  market.    Despite         S«n«"}iJ*;        to  different 
taking  account  of  the  need  Civ J»  Jt  t  ^ 

groups  of  individuals    the  central  n  t  o  dcscribed 
well-being  as  a  level  ot  existence,  « 
U    can  bl  grasped  from  this  delineation. 

What  level  of  resources  is  needed  for  the  achievement 

of  -llKl^l^ 

port  program,  what  wuldrtJ*™  C°    her  own?    A  specification 
uai  who  tacks  resources  of  his  or  he |  J™       d  vthe  sCope  of 
of  the  needed  goods  and  advices  is         ° /clear  that  food, 
this  paper ^    ^S^f^'^IaSdards  accepted  by  one's  com- 
"  shelter  and  Nothing  «  ^"  '  'n^  utilize  educational  and 
munitv  at    needed     The  ability  to  ucii         bl  generally, 

!5Sg?i.,SS?SI2™«iS'  '"iffi  li.tlr*  -UK.  add  te- 
ther  similar  items- 

co  the  good'  and  services  noted  above. 
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•^"T^allo^d^^  In  l9f9'  ^  ^«ral  gov- 

J  measure  or  econaSjfS8^L°nVcytr3li?ne  SL'S""^  a* 
this  povertv  rhr.-u.u  ^          v  .  v  •        *n  the  past  decade, 


-uch  frj^rc^J  Tulntt  TaSUre  of  «cono»*«  "eed  plays 
we  should  take  tinie  to  loot  ^17°^ Y  ?°4Cy  ^^ioT 
ous  living  standards  I  have  b2en  Jff  "Iftiotl  to  the  var^ 
terms.     One  point  of  interest ? J iscussing  in  conceptual 
enough  the  poverty  l\ne  "  5»««*H  ?  48ff  3C  0nce'  A*- 
based  on  empirical  research  ffJf    l°  dolUr  figures 
need  for  food  and  othlr  reJux^LnJf  f ^T1*, 3re  ^houShc  " 
Policy  formulation  la  iJSSJHJJ  r5«   Uvlng'  ,Us  "*e  in 
"SaFf"g  the  level  of  SX^nVwhlch  a  «      m°ral  Judg*ents 
should  sustain.     When  we  have  toe*f-5^£  supPort  Program 
well  as  we  can    at  .  noli,?    f  locaCed  Che  poverty  line  as 

standards,  w^shJ  l^rve*  ffi  it *  t^™™  °*  Uvin* 
standard  which  calls  for  m^ral  fuL{ ?f^?naCes  3  conceptual 
selected  for  purposes  of  ZttLl  11™^™  fS  Che  standard 
viewpoint  of  rieht-i  m  8  PaymenC  levels.     From  the 

either  implies  f  dlscriptxoror^0^'   thf  P0VerCy 

or  else  il  is  not  P        t    ^    P?°plf  have  a  right  to, 

rights.     if  chc  f0  qu    e  8no    r  PUVe  °f  SUCh 

fv  its  selection,     If  the  lat?er    fr^I  ,  arpnient  to  justi- 

with  people's  rights,   if  t^e^re'sucnlrghts"  C°nfUctS 

Une  co%UCantio^  Che  poverty 

controversial.     We  need™ c  enter  L.o  ^  resp,e"s '  hi?hly 
here    however,  since  ourlt™      is  onlvT  ^fficulcies 
of  where  the  official  povercVnL  Li?  7    "  the  Ration 
of  possible  standards  Sf  living  3  al°ng  Che  continuum 

This  is  described  aJ  nlSISSlI^aidlaJ^S*?  ^  °5  ^culture, 
chough  not  for  long-time  Se     Thfqff  V°r  nutrition.  ci- 
tation is  to  price  thil^difrf      f    Jf?C  Step  in  che  compu- 
position.     ThTiSoS1  tepe I'll  usfth?.  °f,differing 
food  as  the  basis  for  conm»Mn.  ^    *      f  dollar  cost  for 
of  living  expenses      Thi^?.  ?g      t  toCf1  cosc  of  »H  items 
by  a  cer^ais  factor  ^r/L-°n.e  *Z  Implying  food 
is  3).     This  formula  is  bLednn^i3<0r,ro0re'   the  factor 
expenditure  patterns  of  tSSrS  SlllS?  >tUdl*f  °f  acCual 
portion  of  expenditures  ffi  llJi„;"J^;.;0?£"nfn8  C*e  P«- 

*"*  «*pen*es  that  goes  for  the 


Bitei  copy 


115 


110 


purchase  of  good.    The  poverty  llneUJ  dollar  figure 
obtained  by  carrying  out  this  computation. 

.     Because  the  method  of  computing  ™n-fo°drCn?S,eJhI* 
no  clu!CasSto  what  can  be  pur ^sed    we  cannot^ lacj  the 

poverty  line  on  ^^l^l^i  SSgSH?  adequate 
XS5  as^irbasic^onentllves  us  some  grounds    or  the 
vUw  that  it  should  be  considered  roughly  ^parable  to  the 
tevel  of  subs  scence  «h  '  ndl,  and  possibly 

U  should  be  Jlaced    offaE  lower,  because  the  Department 
of  Apiculture  has  recommended  it  for  only  temporary  use. 


IV 


Whit  can  be  said,  now.  about  the  impact  of  the  rights 
nn  thfactual  formulation  of  income  support  policy? 
issue  on         *"uaJ  ^lear  that  in  setting  policy,  the  rcn- 

tnan  &  .  the  outcome  of  political  ae 

recipierts  in  law.  they  are  wc    «u  £      ls  a  technical 

cisions  already  made    and  ^'^^££1^°  therefore,  tht 
problem.     From  the  policy  £j™™f  "^al 'rights  .  in 

important  conf  ™  ™;*nJn*    3re  expressions  of  what 

the  context  of  legislative  P1*""*"^       a\  directives  to 
ought  to  be  the  case  in    .v.     ^^^zed  and  accepted 
legis Utorj.   £J{1~JaJh;*85S:  responsibility  of  decision 

^  on^c^on  2£2.  loul f  Kj  seem  to  have  an  obliga- 
txon  to  Wake  policy  ^^"^t/on  the  other  hand. 

jjojJs-^-siJsJS  ?:»-ss.tsc«  support 

would  be  determining. 


.ty  of  moral  rights  is  inai        fcVI*^f%Tahts  in  policy 
tlL.  would  »tand  a  J"-  ™, «JJ,J ^UvStlooZ  «■ 

U  S5vi°«  Si  S4"»»t  f«cor  l„  eh.  pro..... 
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one  motivation     JlJecJnd  f?  SncJrn<  for  these  in  ™ed  is 

equality  of  o£Porc\inTcynd  Another  L  J™ "  pr2vid-  heater 

being  of-the  cLmunicyat  Urle  iV^  ^  the  wel1' 

its  associated  crime  and  ill  Kiwk    i       '  P°verty.  with 

ical  condition  affecting  the  £nM™'        Sef"  aS  3  P«tholog. 

needing  to  be  controlled     A         It  co«»wnicy  and  therefore 

social  stability  aSd  ser,,r4?„  ?    th  100  "J*  is  desit«  for 
ruptions.  y         sec"fity  from  possible  social  dis- 

If  one  ofythe8e  "tives  L  an  accent™  °"  ?r°gram  P°li"^. 
moral  welfare  rights,*?^  ElieiZ  El?  'L^SS*  °f 
reflect  the  views  of  policvLk*™  iJi    i;        this  ext*nt,, 
of  these  rights,  who  has  S         refardin§  the  substance 
which  they  would  become  efff  ;«     d  ^  conditions  urtder 
will  not  be  the  on?y         "       l^^6"  ViM?  about  eights 
should  give  importaSt^i'rection  ^^kinds^  ?Ut  ,the". 
benefits  provided,  the  erotmi  «f  ?  ai  4  ,    ,     and  levej-s  of 
eligible/and  the  Hmitft ions    „      d,ividuais         are  to  be 
For  these  reasons    the  JuestLn  rtf    impS,ed  en  eligibilitv. 
needs  to  have  attention^  5j?    °f  whether  there  are  rights 
welfare  reform        "  "  thiS  Pr°J*CC  on  »«l  issues  in 


V 

of  weIf«enrilg^.C!;„%nf WSJA^  »««™  «-  ramifications 
want  to  raise  four  auesrion«s?!KlnCOmf  SuPP°rC  Policy,  I 
deciding  whether VnoT  h^^^  in 

SMS  /iXWi,  J"5 '  ^         itt0b." 3Swn,Up- 

fy  the  existence  of  leS  risnts  ^  8UP?°r?    ?C  can  veri' 
laws  of  a  sociifv      ufg      rights  by  consulting  the  actual 

ha»  not  proved  convincing      oSf  .    £    i    f  of  Ju>tification 
rights    thereforS    (!  ;U8f-      f  ta*    of  the  "*•"»  of  moral 
juftify  tS™     Thi,  J,  J  ,f°™"l»"  P«»"«»ive  argument,  to 

in  r.cent  y..t.Tnava1L;oE25kco„0.?oor;b!r^;i/ah„c0.f?ohtt• 
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The  second  question  concerns  the  Identification  of  the 
persons  or  organizations  having  the  duty  or  obligation  cor- 
relative to  a  moral  right  to  income  support-    A  necessary 
condition'  for  the  ascription  of  a  right  to  someone  is  that 
we  can  point  to  someone  else  who  has  the  correlative  duty. 
In  the  absence  of  an  agent  so  obligated    ascription  of  the 
right  is  empty.     It  Is  not  easy  to  Identify  the  holder  ot 
the  obligation  that  is  correlated  with  a  moral  right  to  in- 
come support.     If  no  government  authority  now  has  legal 
responsibility  for  providing  assistance  to  some  class  of 
needy  people,  who  is  obligated?    Professor  Brandt  has  as- 
serted that  if  an  individual  is  in  dire  need,  and  we  are 
the  only  one  in  a  position  to  help,  then  we  have  a  moral 
obligation  co  do  so.     But  in  a  larger  sense,  as  Brandt  also 
recognizes,  we  are  not  each  individually  responsible  for 
helping  everyone  who  is  in  need,  even  though  we  may  have  a 
duty  to  help  some  individuals.    Where,  then,  does  the  ob- 
ligation rest?*? 

Third    there  are  potentially  serious  problems  of  re- 
source allocation  to  be  met      If  there  is  »  right  to  income 
support  at  some  accepted  living  standard    the  simple  obli- 
gation is  to  provide  the  funds  needed  to  finance  a  program 
which  meets  all  such  needs  of  those  whose  resources  fall 
below  the  minimum  level.     In  times  of  affluence,  this  may 
not  be  a  source  of  problems,  but  when  resources  are 
in  respect  to  demands  for  services  which  may  .^comparable 
priority  (e.g.,  education,  police  protection) ,  difficult 
moral  issues  of  allocation  are  raised      The.  Pf°P°nent  °f A 
welfare  rights  must  have  answers  to  these  challenges  as  a 
part  of  a  comprehensive  and  persuasive  account  of  such 
rights . 

Fourth  and  last  of  the  questions  requiring  ""f^1"*: 
tion  if  moral  rights  to  income  support  are  »JJ 
of  defining  the  obligations  ot  the  right -holders  themselves. 
A  frequent  response  to  the  assertion  of  a  right  to  income 
support  is  to  say  that  what  is  really  important  is  the  ob- 
ligation of  the  needy  individual  to  take  care  of  his  or  her 
own  needs      It  is  the  general  wisdom  that  an  individual 
should  work  co  supporAimself  or  herself  if  able  and  there 
is  a  job.     If  someone  simply  wants  to  live  a  life  of  leisure, 
or  finds  work  distasteful,  would  he  or  she  have  fnyas- 
sertable  right  to  support?    I  take  it,  from  the  viewpoint 
of  formulating  policy,  that  the  problem  is  not  whether 're- 
cipients of  suplbrrhave  responsibilities  as  well  as  puta- 
tive rights,  but  what  these  responsibilities  are.    The  vm 
sponsibflities  can,  in  theory,  range  from  almost  nOthlng^_ 
all  to  requirements  that  are  recognizably  extreme  J™f 
quiring  a  mother  of  several  children  to  submit  to  steriliza- 
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c Ion  as  a  condition  Df  eligibility     Ther«  «r. 

I  s«i?eSe  are  a11  difficult  questions,  tut  they  are  not 
in  wllflre  policy  th«  sPectru»  of  moral  i,sues 
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NOTES 


1  See  Joel  Feinberg.  Social  Philosophy  (Englewood  Cliffs, 
N*J.  9  Prencice-HairTTiT  .  OTtf^pters  4  end  6.  for 
a  comprehensive  discussion  of  characteristics  and  types 
of  rights. 

2  "To  have  a  right  is  to  have  a  claim  against  someone  whose 
recognition  as  valid  is  called  for  by  some  set  of  govern- 
ing rules  or  moral  principles."    Joel  Feinberg,  The 
Nature  and  Importance  of  Rights,"  Jj>urnal_of  V*"*  Inquiry, 
Winter,  1970. 

3  Although  this  distinction  is  important  to  a  clear  under- 
handing  of  the  issues  under  debate,  it  also  needs  to  be 
Jepri"gmind  that  positive  government  action  la  Wjjj 
required  to  ensure  the  enjoyment  of  both  kinds  of  **ghts. 
This  point  has  been  forcefully  argued  by  Henry  Shoe  in 
"Foundations  for  a  Balanced  U.S.  Policy  on  Human  Rights: 
TneUsfgnificance  of  Subsistence  Rights/ '  J-J^gf Jff« 
issued  by  the  C inter  for  Philosophy  and  Public  Policy. 
University  of  Maryland,  November  14,  1977. 

*  Rights  that  can  be  set  aside  in  certain circumstance^ 
have  been  characterized  by  some  philosophers  as  P™» 
facie"  richts     Gregory  Vlastos  has  adopted  this  charac- 
teruatlof  in  "JustWand  Equality  /'Sec  lal  Justig 
Richard  B.  Brandt  (Englewood  Cliffs, J^T  this  account 
Inc      1962)      A.I.  Mel den.  however,  rejects  tnis  account. 
Siding  that  it  incorrectly  undermines  the  authoritative 
starusVf  a  warranted  right  fCf    Rights  and  Persons 
(Berkeley.     University  of  California  Press.  19771/- 

5  In  addition  to  the  volumes  already  cited  which  deal  with 
riehts  by  Feinberg,  Brandt,  and  Melden,  see  alio  A. I. 

•/!  AWOJUSbU  (Belmont,  CA:     Wadaworth  Pub- 
lishing Co. ,  1970). 

6  a  D.  Smith,  "Public  Assistance  as  a  Social  Obligation," 
Harvard  Law  Review,  V.  63,  1949. 

7  Goldberg  v.  Kelly,.  397  U.S.  254  (1970). 

8  Other  Supreme  Court  decision,  which  have  "^"J*  th£, 
rights  of  welfare  recipients  co  ejwl  protection  and  due 
process  include  Kin*  v  faith,  392 fJ^i  »°J_(W6 8), 
Shaoiro  v  Thompson,  394  U.S.  618  (190/;,  weaver  v.  wc. 
ISPS:!.  98rTI9TTT-  Wheeler  v.  Montgomery,  397  ITS. 
280  (1970). 
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S^Hil  Work  Eancijf™.  i,70K*     «"wYork,  CouScTToh 

«ononic  «u)  .ool.l  .dViXcI  "SC  ?o  £ T'  i*!"1*  of 
Porary  »ociar phllo«.phv     L  .,5°  f*  found  in  contra- 
Jo«n,  "Ba.lc  5«d«  and ju,?? -f*5"£}*5 '  *"  Fo«o.rlok 
S.I.   In,  TOd  ,  s    pjg  o U.U  «      lUrid    January  1977 

Poonti  ««  York.    T1ir^,,,?1SLrr'"°TBj'f?  81  """-jril 

says.  i8  co  have  ^available  f«;  bafic  idea-  he 

needed  for  a  decent  chanc*  J      consumption  what  is 

active  life  of  SJ"  or  lets  L^T^J  healthy  ™* 
Shue,  loc.  cu,(  pc  J^J""  nosm.1  length...."  Henry 

14  St?  J^iPtIttP^  »"     ««rvard  Univer- 

tions  as  necessary  f^TaS?!^"*?"?1"  these 
"self-respect."  (see  p.^T         °f  whac  he  "rms 

15 

a'rtS'po'vertfp^olfi/^^f  ,Che  A«°<*"r  Look 

(1965).      .     X  rrotil«.    §££iaXjecurUz_^oj^n,  v.  23 

See  Frank  I.  Michelman  o  * 

Welfare  Right.*!  Inf P"""A? -of  £«wU«tent. 

^Diversity  of  Pennsvlvi^  i      »  S,  Th*ovy  of  Eunice," 

there  are  con.tit„H^^ 
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17  Richard  B.  Brandt ,  Ethical  Theory  (Englewood  Cliffy 
Sent  ice-Hall,  Inc.,  1«9)    p.  5*9     5n«  po»»it>J«  *"^r 
to  the  question  of  who  is  obligated  to  respond  to  we I 
fare  need!  1.  the  following:    Altfvough  «*  "™0'  £al 
dlvldually  be  held  responsible,  except  In  very 
.circumstances,  we  ere  jointly  members  ot*  9^Utj^M^ 
has  certain  public  and  private  institutions  in  which  wf 
participate.    Our  obligation.,  on  this  view,  are  to  be  . 
K"thrSugh  these  institutions,  (e.g..  the  public  wel- 
fare departments  of  government). 

This  oaDer  is  a  draft  version.'  Comments ,  criticisms  and 

Sftu&ttSS  b"r*t«  0.  Brown.  Cont.d  John.on.  Dou,U. 
MacLean,  and  Henry  Shue, 
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WEALTH  AMD  POVERTY 
George  Gilder 


The  Coming  Welfare 
Boom 


^L  !  V?S  d6fenden  °f  W<Ifare  W  Pledged  that  the 
system  was  harsh  on  intact  poor  families.  The  answer,  it  was  wide* 

ZloZTt  CXt?d  ^  10  -employed  ^hm  S 

was  done  «n  twenty-s,x  states  and,  to  the  surprise  of  some  observers 
had  no  effect  on  the  rate  at  which  poor  families  broke  dowr^™ 

^tUeTheman,      ?  ^  pUuW  -  <W  a"d 

uTbtl£  77?  d,M01?  n<>t  beCMW<  "*»  ^ctare  it,  but  because 
no^oZf  ,  fT?  thC  fdth€rS  ^  "*  *nd  authority.  He  «n 
"°s  f«!  rniy  "  te  otvn  *"*<«  At  arst  he  may  try  to  main^ 

^Tmaira^^r  ,^  ^  *  —  -  -  ~ 

.h^!?^  2  We  J"*  daded  the  sociologists  who  have 

I^l"eIta  StkS  ^  Wdfare  f^  ^  studies^  ^^,VX 

Iv^lf    ^"T^  tfUt  t0  *  *™<  «tent  poverty  and  uneT 
tj*  Whole,  oi  conditions  of  'WmZ^. 

WK£  -re  chiefly' reflection,  of  famil,  .Ration.  In  an^muSe. 
regress,on  analyse  th«e  economic  facto*  will  loom  largest  a7  auses 
of  fanuly  breakdown  because  they  contain  and  reflect  X  «her  £ 

,         '  8U£h4Smjk?  *nd  authority,  whSTlT 

mme  sexual  potency,  respect  from  the  wife  and  children  and  motiva^n 


l'™™?1™  ***  PWHtTT  by  Ceorge  Gilder,  p.  U4-127 
•1981  by  George  Gilder.    Reprinted  by  pemieelon  o  ' 
Msic  Book*,  Inc.;  Publisher*. 
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to  face  the  tediu,,  and  frustration  of  daily  labor.  Nothing 
o  al  these  male  values  as  the  growing,  imperious  recognition  that  when 
all  "  sTand  done  his  wife  and  children  can  do  better  without  h  nv 
t  man  ha,  the  gradual*  ^ 

22s  tsrJrz       Has  r  r  y  — 

from  him;  he  has  been  cuckolded  by  the  compassionate  state. 

hL "ponse  to  this  reality  is  that  very  combination  of  resignation 
ar^  rage  «*  violence,  short  horizon,  and  promiKuous  sexuaUty 

that  ha  Icteric  everywhere  the  life  of  the  poor.  But  in  th.s  instance, 
T  ^ZTXn  no7so  much  a  necessary  ^^^^ 
ttons  as  an  arbitrary  imposU^  of  policy-^  policy  that  by  depriving 
p^r  famtL^Jn^s  both  dooms  them  to  poverty  and  damages 
th*  economic  prospects  of  the  children, 

'"welfare  culture  money  becomes  not  ^^^Z 
through  hard  work,  but  a  right  conferred  on  women  by  the  state.  Protest 
and  complaint  replace  diligence  and  discipline  as  the  sources  of  pay  Boys 
1  Tp^kin/support  from  women,  while  ^^^Z 
Lcho  circles  of  the  street  and  the  bar  or  in  the  .rresoons.ble  fa.henng 

these  fathers  and  force  them  to  support  then  ^.Idren^Butfew  of  these 
fathers  have  permanent  jobs  that  they  value  enough  to  keep  in  the  tace 
of  eHective  garnishment.  Those  who  do  have  significant  incomes  often 
Jve  money  voluntarily  to  the  mothers  of  their  children.  But  the^  funds 
a  /rarely  reported.  The  effect  of  child  support  prosecutrons .«  .uch  cases 
s  u  ually  o'Teduce  the  amount  of  money  going  to  the  ch udren  by e«ec~ 
,vely  diminishing  the  welfare  allotment  and  to  trans  form  *• 
payments  from  a  morally  affirmative  choice  into  an  emb.ttenng  le^l  re 
TuIrTment  He  tries  to  escape  this  station  as  soon  as  he  urn.  Attempt 
t  force  people  to  work  and  support  their  children-when  .t  .s  clearly 
^  tnTr'financiai  interests  and 

In  the  cases  of  the  so-called  "love  children,"  bom  of  bare  y  postadoies 
cent  fatheTor  of  others  passing  by,  the  child-support  ff£^*  «' 
qua.y  futile,  for  the  children  are  reaUy 

culture  of  Aid  for  Families  with  Dependent  Children  (AFDC  or  ADCV 
^'Itee  society  a  man.annot  long  be  made  to  ZZZ 
whom  he  rarely  sees,  kept  by  a  woman  wru,  .s  hvmg  wuh  ^meone 
else  Work  is  not  a  matter  of  mere  routine  but  of  motivation  ^m«ency 
as"  "s  heen  called.  The  fathers  arraigned  for  child  *.  we ** 

culture  typically  make  a  few  desultory  P^nts  and  then  teave  then 
jobs  or  leave  own  Some  of  them  enter  the  world  of  part-time  work 
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for  cash  or  the  more  perilous  but  manifestly  manly  world  of  crime  Oth*™ 
eventually  get  new  job,  in  the  often  reliable  hope^t  tneTL^ 

the  penis  of  employment  and  marriage.  l° 
Work  requirements  are  particularly  futile  because  they  focus  on 

^  CriefttTm  ^  T1  if  ^  ^^EZS 
wnencunes— the  men  who  subsist  on  th*  tv.t*™  *  •  *  . 

who  Itv*  Afir      ir  .      vvww  on  cne  ^wni  without  joinine  it 

wno  live  off  welfare  mothers  without  marrvin*  th*™  ru~ 
not  iwmc^Iu  r  1  wnying  tnem.  These  men  are 

y  ^  tHe  P^1^  children  they  happen  to  be  HvZ 

f"°"8  ^  *«  M        who  live  for  a  while  w7m  a^IremoZf 

before  moving  on  to  another  one.  These  men  are  the  key 

to  marry  or  remain  married  or  learn  the  disciplines  of  u^aTmoS 
There  are  hundreds  of  thousands  of  these  m*n  ruITt  mootuy. 

,        ur  Poverty,  nor  can  the  social  workers  Making 
the  mothers  work  confers  few  social  W^fi».  „r  "    ,    "  MaKM»g 

fighl  powrty  by  „ork.ng,  ml  all  the  wtiporeny  pro,™,,.,, "~* 

zr^^'-jz,;  errs:  ss*  di-i"a 

ruunoerers  of  the  world -who  receive  money  under  the  general  assign™ 

aid  after  release  while  they  get  back  on  their  feet.  Welfare- based  emn^T 
finally  depend  °*  P°°r  communities  will 

welfare  fraud  is  to  compared  w^r^!;  ^^J* 
"*        """"""^  «*-  who  a,  ,1* 
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a  day-care  subsidy  and  a  welfare  check,  or  sometimes  several  perhaps 
even  on  the  basis  of  false  representations  of  the  ages  and  number  ot 
her  dependents  This  kind  of  case,  though  relatively  infrequent,  always 
*ets  lot«  of  publicity  and  is  a  great  triumph  for  the  welfare  investigator. 
The  mote  usual  types  of  fraud  are  much  more  ambiguous.  They  consist 
of  women  on  welfare  with  working  husbands.  Often  these  men  no  longer 
live  with  their  wives  or  have  anything  much  to  do  with  them;  the  wives 
normally  are  livir-  with  other  men.  This  case  of  fraud  differs  from  all 
the  legal  welfare  cases,  which  also  involve  absent  fathers  and  new  men 
in  the  home,  chiefly  in  that  the  woman  made  the  mistake  of  once 'getting 

married  and  the  man  made  the  error  of  taking  an  officially  recorded  job,  

buying  a  house,  or  acquiring  some  savings. 

The  fraud  cases,  in  other  words,  can  often  arise  among  the  more  honest  , 
and  ambitious  of  the  welfare  recipients',  the  ones  who  tell  the  truth  about 
th-  whereabouts  of  their  husbands  or  the  fathers  of  their  children,  the 
ones  who  make  an  effort  to  marry  or  s-ve  or  accept  regular  work-the 
ones,  in  general,  who  try  to  leave  the  welfare  culture  and  thus  come 
into  the  reach  of  welfare  department  computers.  The  antifraud  techniques 
necessarily  miss  the  welfare  mothers  who  live  and  bear  children  of  dubious 
paternity,  with  a  succession  of  men  working  from  time  to  time  in  the 
cash  economy  of  the  street,  or  those  who  dabble  in  prostitution,  sharing 
apartments  with  other  welfare  mothers  while  leaving  the  children  with 
a  forty  five  year  old  grandmother  upstairs,  who  is  receiving  payments 
for  "disability"  from  a  sore  back. 

Indeed,  the  ideal  client  according  4o  the  computer  is  a  woman  with 
several  illegitimate  children  of  unsure  paternity  who  goes  deeply  into 
debt  and  spends  all  her  money  as  soon  as  it  arrives.  This  ideal  has  proved 
easy  enough  to  achieve  for  some  hundred  thousand  young  mothers  in 
recent  years.  The  efforts  to  radically  reduce  the  welfare  rolls  by  cracking 
down  on  morally  unsatisfactory  recipients-'  shirkers"  and  "cheaters  and 
other  miscreants  whose  crimes  can  bring  crowds  indignantly  to  their  feet- 
normally  offers  a  small  yield  of  real  offenders  but  a  large  number  of 
marginal  cases  that  would  take  thousands  of  Solomons  to  fairly  sort  out. 

No  one  argues  that  welfare  should  not  be  resourcefully  policed  The 
law  must  be  enforced.  But  endless  injustices  and  anomalies  are  absolutely 
unavoidable  in  any  means-tested  system,  any  system  for  which  one  quah- 
fies  by  showing  a  low  income.  There  is  no  such  thing  as  a  good  method 
of  artificial  income  maintenance.  The  crucial  goal  should  be  to  restrict 
the  system  as  much  as  possible,  by  making  it  unattractive  and  even  a 
bit  demeaning.  The  anomalies  and  perversities  become  serious  chiefly 
as  the  benefits  rise  to  the  point  where  they  affect  the  life  choices  of 
millions.  / 
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o.ten«ble  returns  of  an  unbroken  home  and  a  normal^*  ^ 

tha?,tl  ^^7^^  r  °f  ^  in  the  sense 

that  most  of  the  fathers  could  presumably  marry  the  mothers  of  their 
children  and  could  support  them  if  they  had  toluuZ  ^er  Xt 
of  v«w,  very  few  cases  are  fraudulent,  since  neither  the^thm^o 
»he«r  men  ,n  . the  context  and  psychology  created  by  the  syTem^o,Td 
support  .heir  children  at  the  levels  of  "decency"  or '  ade^uLy  Tpe^^ 
by  the  U.S.  government  in  its  "low-income  budget " 

For  an  ill-educated  man  from  the  welfare  culture  to  support  a  familv 
at  that  level  requires  delay  of  marriage  and  chudbearing  umU  after  ^ 

work  over  a  period  of  years.  These  requirements  are  most  essential 
mora,  and  familial.  The  attempt  to  elicit  them  by  le^ZLTwnt 
deterring  them  remorselessly  by  contrary  financial  incenUvLTal Z^ls 
a  venture  as  has  ever  been  undertaken  by  government.  ^ 
J*    T!u"T  f"Ud  "  commi"«<  «*  by  the  members  of  the  welfare 

Sz^Zzrr  1 whr conceal  f™ 

will     r  fundamental  realities  of  their  lives:  that  to  live 

7luL7Z  Tnrty  thpy  Will  haVe  *  ^  **  '«■*-  loathe 
at  all  costs  and  will  have  to  work  harder  than  the  classes  abovelhem 

In  order  to  succeed,  the  poor  need  most  of  all  the  spur  of  theTpUeT 
By  the  early  seventies,  however,  a  national  consensus  had  been^Lhed 
favonng  A  pr         o(  „WeJfa,e  reW,         ^     conceal  sul  reaht^ 
not  only  from  welfare  families  but  from  all  American  families  A  ^ ' t  ve 

takes  ?/"   ^eriCanS  *  *utom*«<*»y       comprehensive^  as  LTks 
takes  ,t  from  the  rest  of  us.  Poverty  was  to  be  abolished  by  redistribution 
Endorsed  on  various  occasions  by  such  divert  voices  as  R^d  Nixon 
Mil  on  Friedman,  George  McGovern,  Paul  Samuelson,  and_above  all 

so  it  seemeSPth!n  it  coTap^   "°  ^  ^  *' 

was ^  wrong.   Books  and  articles  poured  forth,  declaring  that  the  preLi 
welfare  system,  for  all  its  manifest  faults,  was,  as  it  were  "our  wS 
system,  right  or  wrong,"  an  almost  geological  feature,  one  expert 
*  with  rocks  and  rills  and  purpled  hills  like  America  itself.  "A^wondTrtu^ 
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complex  array  of  plants,  payment  leveto,  and  eUgxlnUtyaJ^  mote 
M^AndenKm,  Ronald  Reagan',  counselor,  "*  comp^wdf**  «y*em 
dealing  with  the  very  complex  problem  of  the  poor  ^  J 
thought  benefit  Urveb  could  even  be  r«sed  if  v,  ark  and  child-support 

requirements  were  stiffly  enforced.  , .  . 

Richard  Nathan,  Nelson  Rockefeller's  former  adviser  on  the  subject 
and  long  a  high  level  Republican  at  HEW  and  the  White  fWe  agreed- 
JTlaTchXweren^ 

wrs  from  the  Univemty  of  California  at  Berkeley  endowed  thtevtew 

in^inteltot  article  in  TV X^'  f^™l^Z 
system  of  the  economic  textbooks  is  nothing  but  a  >** 
most  comprehensive  reform  will  leave  a  system  with  many . ^^cur^ 
InTnVuch  of  the  current  pubhc  unhappine* ..-They  caUed 
^^emenul  changes  only.  Senator  Russell  Ung  read  Anderson  .  book 

ami  distributed  it  to  aU  members  of  the  ^^^£SSS^ 
would  have  to1  approve  of  any  reforms;  and  Senator  Moynihan  held  hear- 

that  finally  interred  the  idea  of  the  kind  of  guaranteed 
hThad  often  previously  acclaimed  as  "the  most  important  domestic  pro- 
posal since  social  security."  ~«+« 
Meanwhile,  out  in  Wisconsin  at  the  Institute  for  *"«*^P"^ 
Irwin  Garfinkel,  Robert  Haveman,  and  David  Beaton  of  HEW  applied 
theu  earnings  capacity  concept  to  ten  different 
including  Nixon's  Family  Assistance  Plan,  Wage  Subsidies, 
ances,  and  several  Negative  Income  Tax  schemes.  Running  all  of  them 
through  their  computers,  the  Wisconsin  scholar,  discoje^,  much  to 
ScademkaUy  muted  surprise,  thatAFDC  waseasUy 
ability  to  reach  efficiently  the  truly  needy  poor-that  to, the £*r  » 
not  only  lack  money  but  also  lack  the  ^J°?^^^J^ 
the  advantage,  it  seemed,  of  excluding  most  ^ 
fund  remitees,  semiretired  nearly  novelists,  wflHnglypart-time  cabinet- 
makers,  and  other  potentially  self-supporting  types  ^^V^ 
ciaries  of  any  of  the  purely  income-based  piograms.  After  ^  theyears 
of  ingenious  research  and  embattled  legislation,  ^  ^2^ 
aJreoiminations,  we  had  ended  up  very  dose  to  where  we  ^  begun- 
with  the  established  welfare  system,  admittedly  much  amended,  and  a 

resolve  better  to  enforce  its  provisions   .iU-<fwo 

What  had  happened  was  fairly  simple  and  altogether  remarkaWe.  two 
kind,  of  experiments  wen,  conducted  and  their  ^  w^  »aken  ^ 
Zt.  One  wasTprogram  of  reform,  applied  *t^widein  QddWa 
by  Governor  Reagan.  A  determined  effort  to  ^ejvork  ^  ^ 
support  rules  while  increasing  benefit,  to  ^^^L^SZ 
measures  were  hailed  a  success  by  everyone  from  Nelson  Rockefeller  to 
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Jerry  BrowivOver  a  period  of  two  year.  cost.  were  controlled  and  the 

^  TY*^  by  f0Uf  hundred  thousand  below  previous  levels  ana 
by  eight  hundred  thousand  below  projected  levels  s  The  other  expeT 
ment-a  test  by  HEW  of  the  impact  of  guaranteed  incomes  on  To* 
effort  and  mantal  stability-took  place  in  several  cities  and  was  climaxed 
by  extensive  programs  in  Denver  and  Seattle. 

In  this  HEW  test,  income  guarantees  turned  out,  in  the  view  of  HEW's 
r^^0  *  >  catastrophic  failure,  reducing  work  effort  by 
between  one-third  and  one-half  and  increasing  marital  breakdown  by 

determined  that  work  force  withdrawal  would  constitute  between  is 
TJJL^T      ^  r1  C°$t  °f  a  Pr0gram  maintaining  incomes  at  I 

wou  d T  ^•P!Tu  y  ime'  ^        any  *****  in  Poverty 
would  be  nullified  by  the  effect  of  broken  marriages  in  perpetuating  it 
The  conclusion  was  that  a  guaranteed  income  wouuTbe  farX^c 
tive  in  every  way  than  the  current  welfare  system 

Because  of  the  amazing  capacity  of  social-science  methods  to  avoid 
discovering  the  most  obvious  facts  of  work  and  family,  these  finZgs 
SIT.V  SUrprfSe  eve"  to  P*°P,C  who  had  long  ago  predicted 

beT  intend  ^      "I^  rf  J  eXperimen* 

been  ,n  erpreted  ,n  a  way  that  at  first  failed  to  show  any  such  effects 

hadTlfT*  '"uT*  °f  AFDC' nWde  by  4pparentfy  *™P"lous  reseanfhen! 
had  also  revealed  no  consistent  causal  link  between  welfare  and  family 

ct.t  ZV    ri    ind'Cated  that  a  ^  -come  would  be  benefi 
and  1    »      The  consensus  of  sociaJ  scientists  was  that  unemployment 
and  poverty  were  the  culprits,  causing  families  both  to  break  up  and  to 
income^'  ""'^  and  S*X"ni  were  the  chief  causes  of  low 

in  ^  IT11!!?  !r°m  DBnw  and  thou»h'  Vanished  all  confidence 

t"r  ,    .  T*  1  ^  inCOmC  of  any  sort,  whether 

S,"  rad,Cal  Since  no  one  was  proposing  structural  reforms 

that  did  not  move*,  the  direction  of  guaranteed  income*,  Ronald  ReagT 
Cahfonua  crackdown  loomed  a.  the  new  hope  for  a  better  system 
Bv^rTe  ReafJn  ^omplished  in  California  was  indeed  impressive. 

By  the  time  he  acted  ,n  197,,  the  rolls  had  quadrupled  in  less  than  a 

I £ !t£TS3  a  ^  1  T  tha°  6ve  hundred  *"«•"«'  farn^ 

ases  a  IntM  rT**  *  ™™  "«"'  *«ouMnd 

cases  a  month  •  S.nular  upsurge,  in  other  states  had  met  with  numb 

ndulgence,  as  In  Massachusetts  and  Michigan,  and  with  feckless  appeal, 
for  help  from  Washington,  then  considering  the  Family  AssistarKe  PLn 
Accompanying  the  bail-out  demands,  all  too  often,  were  foolish  post- 
ings. New  York  attempted  to  reimpose  a  six-month  residency  requirement 
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though  it  had  already  once  been  ruled  unconstitutional  and  though  resi- 
dency  rules  have  the  perverse  effect  of  tying  down  the  poor  at  the  very 
time  they  most  need  to  move  around  in  search  of  jobs. 

Reagan  instead  developed  a  set  of  legislative  proposals  and  administra- 
tive measures  designed  to  put  teeth  into  the  ivork  requirement ,  remove 
from  the  rolls  aU  cheaters  or  others  with  adequate  income  or  assets,  and 
search  out  delinquent  fathers  and  force  them  to  make  child-support  pay- 
ments. These  actions  halted  the  flood  of  new  applications  in  their  tracks 
and  slowed  the  growth  rate  of  welfare  expenditures  from  15  percent  a 
vear  to  5  percent  a  year. 

Nonetheless,  for  all  Its  short-run  effectiveness,  the  Reagan  program 
reflected  a  serious  misunderstanding  of  the  welfare  problem.  Af  ter  closing 
the  barn  door,  applying  an  elaborate  system  of  locks  and  alarms,  alter 
hiring  new  detachments  of  police  to  patrol  the  premises  and  bureaucrats 
to  manage  the  new  paperwork,  the  Reagan  reformers,  it  might  besad, 
set  the  whole  new  structure  on  fire-by  agreeing  to  index  the  benefits 
to  the  rate  of  inflation.  Moreover,  they  raised  the  grants  for  families 
certified  to  be  truly  needy  by  43  P«cent.  The  result  was  fine  for  Reagan, 
who  managed  to  gain  political  support  to  retrench  therolU  during  the 
final  years  of  his  administration,  but  the  longer-run  effects  were  less 

^Slemor  Brown  later  asserted  that  the  program  was  "holding  up  well." 
But  in  fact,  by  1978  California-^  sunny  state  with  relatively  low  living 
cost's  and  a  buoyant  economy-was  running  bchirrd  only  Massachasetts 
in  the  continental  United  States  in  the  percentage  of  its  budget  devoted 
to  welfare,  the  level  of  payments  trf  each  family,  and  the  amount  of 
welfare  spending  and  number  of  recipients  in  proportion  to  its  •  popd*™- 
With  about  25  percent  more  cases  than  economically  stagnant  New  York, 
California's  case  load  was  increasing  at  a  rate  that  was  40  percent  faster 
in  the  face  of  a  far  greater  welfare  bureaucracy,  enlarged  by_  Reagan ^to 
enforce  the  new  rules.  Of  course,  Massachusetts'  rolls,  which  were  ex- 
panding at  about  the  California  pace  when  Reagan  acted,  were  growing 
Lost  five  times  as  fast  toward  the  end  of  the  decade.  The  worst  approach 
to  welfare  is  still  to  do  nothing  to  restrict  its  growth.  But  California 
may  well  have  hit  on  the  second  worst  approach.' 

Thus,  in  the  new  consensus  for  "conservative"  reforms,  ,s  ev,dent  the 
same  illusion  that  was  earlier  found  in  the  arguments  for  *  guaranteed 
national  income:  the  mirage  of  a  "good"  welfare  system,  the  idea  that 
one  can  create  a  "rational"  and  "compassionate"  program  that  ra,se»  truly 
needy  recipients  above  the  poverty  line  while  rigorously  excluding  the 
unworthy,  forcing  fathers  to  support  their  children,  and  requiring  all  able- 
bodied  recipients  to  work. 
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Any  welf„esyStem  will  eventually  extend  and  perpetuate  poverty  if 
«s  benefits  exceed  prevailing  wage,  and  productivity  levels  in  poor  com- 

™  l!Tn  8e  in  the  mItt  Can  produce  *««w«««e  cuKwks,  as  Reagan 
proved.  But  m  time  welfare  families  will  ^adjust  their  liv«s  to  quahfy 

•s  preferable  (as  a  combinatmn  of  money,  leisure,  and  services)  to  what 
can  be  earned  by  a  male  provider,  the  system  will  tend  to  deter  work 

?h7,  Ri9°tOU$  of  the  rule,  only  means 

hat  the  families  must  adjust  more  and  conceal  more  in  order  to  meet 
the  terms  specified  by  Washington 

anTfilT      T"  th4t  We,fare  £amiUe*  cawfatty  benefit, 

f  on  ,n  the  assurance  of  welfare,  or  that  welfare  mother,  reject  tender, 
of  marnage  consciously  in  order  to  stay  on  the  dole.  All  these  things 
may  happen,  but  ,n  the  more  usual  pattern,  welfare,  by  far  the  larger 
economy  mfluence  in  the  ghetto,  exert,  a  constant,  seductive,  enX 
pressure  on  the  marriages  and  work  habits  of  the  poor,  and  over  the 
years,  m  poor  communities,  it  fosters  a  durable  "welfare  culture."  Neces- 
sity is  the  mother  of  invention  and  upward  mobility;  welfare  continuously 
mutes  and  misrepresents  the  necessities  of  life  that  prompted  previous 
generations  of  poor  people  to  escape  poverty  through  the  invariable  route, 
of  work,  family,  and  faith. 

Above  all,  by  making  optional  the  male  provider  role,  welfare  weakens 

rot  tirr  ,  m°Ver  ta  upward  mobiU*y  Unl*«  ^  mother's 

mis.      <  fiS  T  \  by  bJ0,08y' the  tMher'*  breadwinner  duties 

must  be  defined  and  affirmed  by  the  culture.  The  welfanTcuIture  tell, 
the  man  he  ,s  not  a  necessary  part  of  the  family:  he  feels  dispensable, 
h  s  w  e  knows  he  ,s  dispensable,  his  children  sense  it.  The  conLffioiT 
of  welfare  and  other  social  services  enhance  the  mother's  role  a^fobviate 
*e  man  s  As  a  result,  the  men  tend  to  leave  their  childreT  whether 
before  or  after  marriage.  Crises  that  would  be  resolved  in  a  noXal  family 
may  break  up  a  ghetto  family.  Perhaps  not  the  first  time  orSL  fifth 

of  f  TZZ  T\!he  Pre*SUreS  of  the  subsidy        dissolve  the  role, 
ot  fatherhood,  the  disciplines  of  work,  and  the  rules  of  marriage 
The  fundamental  fact  in  the  lives  of  the  poor  in  most  parts  of  America 

SEc  12?       7lgf  °f  C°mm0n  lib°r  ™  f"  Wowthe  benefit 
AFDC,  Medicaid,  food  stamps,  pubbc  housing,  public  defenders,  leisure 
time,  and  all  the  other  goods  and  services  of  the  welfare  state.  A,  long 
as  th,s  sltuatlon  persists  real  family  poverty  will  tend  to  get  worse,  partk 
#  ularly  m  areas  congested  with  the  poor. 

The  battle  between  the  two  kinds  of  "reform, '  liberal  and  conservative 
then,  is  largely  fake  Neither  side  is  willing  to  tolerate  fraud,  both  sides 
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advocate  largely  fraudulent  work  requirements,  and  neither  side  under- 
stands the  need  to  permit  a  gradual  lowering  of  the  real  worth  of  benefits- 
by  allowing  inflation  to  diminish  their  money  value  and  by  substituting 
relatively  unpalatable  in-kind  supports.  In  fact,  both  sides  are  willing 
in  principle  to  index  the  benefits  to  the  price  level,  thus  making  them 
vet  more  reliable  and  attractive,  still  more  preferable  in  every  way  to 
the  taxable,  inflatable,  losable,  drinkable,  druggable,  and  interrupt.ble 
earnings  of  a  man  (not  to  even  consider  the  female  recipient's  own  poten- 
tial earnings,  which  require  many  hours  a  month  of  lost  leisure  wdoner- 
ous  work).  All  earnings,  moreover,  entail  the  hazards  of  forgoing  Medicaid 
for  the  sick,  food  stamps  for  the  hungry,  housing  subsidies  for  the  lucky, 
and  public  defenders  for  the  unlucky/often  needed  in  the  welfare  world. 
The  conventional  wisdom  on  welfare  has  not  even  begun  to  acknowledge 
or  come  to  grips  with  the  implications  of  this  long  series  of  generous 
and  seductive  programs. 

The  Denver  and  Seattle  experiments  give  what  should  be  shocking 
testimony  to  the  existing  dangers  of  AFDC.  These  tests  are  ordinarily 
discussed  as  if  their  interest  was  chiefly  academic,  bearing  on  the  problems 
of  some  now  utterly  unlikely  program  of  guaranteed  incomes.  But,  in 
fact  AFDC  already  offers  a  guaranteed  income  to  any  child-raising  couple 
in  America  that  is  willing  to  break  up,  or  to  any  teenaged  girl  over  sixteen 
who  is  willing  to  bear  an  illegitimate  child.  In  1070  there  were  some 
zo  million  families  that  could  substantially  improve  their  economic  lot 
by  leaving  work  and  splitting  up.  Yet  they  did  not.  Three-fifths  of  eligible 
two-parent  families  even  resist  all  the  noxious  advertising  campaigns  to 
apply  for  food  stamps,"  which  they  can  have  merely  for  the  asking. 
Millions  of  qualified  couples  continue  to  jilt  the  welfare  state  Only  in 
the  ghetto,  among  the  most  visible,  concentrated,  and  identifiable  poor, 
have  the  insidious  seductions  of  the  war  on  poverty  and  its  well-paid 
agents  fully  prevailed  over  home  and  family. 

What  the  HEW  experiments  showed,  however,  was  that  many  of  the 
yet  uninitiated  families  are  vulnerable  to  a  better  marketing  effort.  They 
will  break  down  rather  readily  when  fully  and  clearly  informed  of  the 
advantages  and  not  effectively  threatened  with  child-support  sdits.  n 
other  words,  the  test  showed  that  millions  of  jobs  and  marriages  would 
be  in  jeopardy  if  placed  in  the  midst  of  a  welfare  culture  where  the 
dole  bears  little  stigma  and  existing  jobs  pay  amounts  close  to  the  welfare 
level  or  pay  cash  untraceable  by  official  investigators. 

As  serious  as  existing  welfare  problems  may  seem,  they  are  dwarfed 
by  the  potential  crisis.  At  present/even  among  the  actual  clients  cf  AFDC, 
only  about  one  fifth  have  capitulated  to  the  entire  syndrome  of  the  welfare 
culture  Only  zo  percent  accept  the  dole  as  a  more  or  less  permanent 
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way  of  Me.  That  20  percent,  though,  takes  some  60  percent  of  the 
money."  The  rest  of  the  beneficiaries  dip  into  the  system  during  a  few 
years  of  family  crisis  and  then  leave  it,  often  never  to  return.  One  danger 
of  benefits  indexed  to  inflation  is  that  they  will  induce  increasing  numbers 
of  welfare  cases  to  become  welfare  cultured,  with  results  resembling  Den- 
ver and  Seattle  More  recent  evidence  suggests  that  this  is  happening  in 
Cahfom,a,  where  nearly  30  percent  of  the  recipients  appear  to  be  long 
term/* 

The  more  profound  threat,  however,  arises  from  the  current  demo- 
graph^  situation.  There  are  three  principal  trends  relevant  to  welfare 
one  is  a  fifteen-year  period  of  declining  birth  rates;  two  is  the  aging  of 
.  the  baby  boom  generation;  and  three  is  the  increasing  reluctance  of  the 
American  poor  to  perform  low-wage  labor.  These  trends  mean  that  begin- 
ning ,n  the  mid-1980s,  there  will  be  a  long-term  decline  in  the  number 
of  workers  available  to  support  the  increasing  numbers  of  the  retired." 
Th.s  development  portends  a  grave  crisis  for  our  social-security  and  pen- 
sion systems.  It  is  doubtful  that  work  effort  will  persist  if  pension  taxes 
rise  to  double  and  triple  the  current  levels,  even  if  largely  disguised  in 
value  added  taxes  or  other  concealed  imposts. 

The  solution  to  this  problem,  though,  is  close  at  hand,  looming  beyond 
the  shores  of  the  Rio  Grande.  The  current  flood  of  immigration,  legal 
and  illegal,  w.ll  be  permitfed  to  join  the  official  economy  and  replace 
the  unborn  workers  of  the  baby  dearth,  workers  who  might  have  paid 
for  the  pensions  of  their  elders.  It  takes  no  special  feat  of  insight  or 
imagination,  or  even  much  scrutiny  of  Latin  American  birth  rates  and 
economic  growth  levels,  to  predict  that  the  current  Hispanic  minority, 
which  now  numbers  some  12  million,  about  half  of  the  black  population 
will  equal  it  within  a  decade  or  so.  Whether  the  Hispanic  minority  will 
follow  the  footsteps  of  blacks  into  the  welfare  culture  should  be  a  para- 
mount concern  of  American  domestic  policy. 

As  the  seventies  drew  to  a  dose  the  portents  were  dire.  Hispanic  fami- 
lies, once  more  stable  then  black  families,  retained  a  small  advantage  in 
the  proportion  of  those  still  intact,  but  they  were  breaking  down  at  about 
twice  the  black  pace  Legalized  aliens  were  moving  onto  welfare  in  dis- 
tressing numbers.  Hispanics  were  increasingly  adopting  a  posture  of  con- 
frontation with  the  government,  seeking  aids  and  subsidies  and  minority 
status  and  they  were  discernibly  slowing  their  movement  into  business 
and  low- wage  job*. 14 

Even  more  disturbing  was  the  response  of  the  U.S.  government.  Rather 
than  learning  the  clear  lessons  of  the  American  experience  with  Indians 
and  blacks -the  previous  minorities  reduced  to  a  state  of  bitter  depen- 
dency by  government-the  Washington  bureaucracies  were  rushing  to 
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accommodate  the  new  immigrants  within  the  old  formulas  of  "discnmina- 
tion"  and  "poverty"  Far  worse,  HEW  adopted,  in  defiance  of  the  entire 
glorious  history  of  previous  immigrants  in  America,  an  utterly  indefensible 
program  of  bilingual  education,  which  in  practice  means  education  in 
Spanish.  At  the  same  time,  HEW  is  issuing  requirements  that  all  public 
documents  and  forms  be  translated  for  Hispanic.  These  actions  simulta- 
neously undermine  the  group's  entry  into  American  life  and  culture,  segre- 
gate it  in  presumably  separate  but  equal  classrooms,  often  run,  according 
to  many  reports,  by  anti-American  teachers,  and  open  the  group  chiefly 
to  two  influences.  Spanish-speaking  politicians  with  an  interest  in  segrega* 
tion  and  Spanish  translation*  of  bureaucratic  social  programs.'* 

These  approaches  together  constitute,  for  Hispanic  women,  a  gilded 
path  into  the  arms  of  the  welfare  state,  and  for  Hispanic  leaders,  a  glittering 
invitation  to  a  politics  of  sedition  and  violence— to  a  prolonged  posture 
of  protest,  with  a  segregated  and  subsidized  captive  audience,  against 
the  country  that  seduced  their  women  and  left  their  men  without  a  role 
This  is  the  danger  that  the  welfare  culture  poses  in  coming  years.  It 
is  a  danger,  however,  that  can  be  easily  avoided.  The  necessary  steps 
are  clear  Welfare  benefits  must  be  allowed  to  decline  steadily  in  value 
as  inflation  proceeds.  The  Medicaid  program,  which  alone  provides  a 
more  than  adequate  reason  to  remain  in  poverty,  must  be  amended  to 
require  modest  payments  in  all  but  catastrophic  cases.  Rents  must  be 
paid  directly  to  landlords,  who  are  easier  to  supervise  than  hundreds  of 
thousands  of  welfare  clients,  most  of  whom  pay  their  rents  only  sporadi- 
cally. 

Under  the  present  system,  recipients  treat  their  rooms  as  disposable 
items,  so  much  residential  packaging  for  their  lives  of  dependency  Moving 
from  apartment  to  apartment  as  landlords  finally  manage  to  evict  them- 
leaving  their  quarters  in  a  shambles-the  members  of  the  welfare  culture 
tend  to  consume  more  housing,  in  terms  of  its  financial  value  and  deprecia- 
tion, than  does  the  middle  class.  This  process  is  as  demoralizing  for  the 
clients  as  for  the  landlords  and  for  the  government  officials  who  condone 
it  It  leaves  vast  stretches  of  many  cities  in  a  state  of  physical  and  social 
ruin.  It  can  be  mitigated  by  paying  the  money  to  landlords,  a  procedure 
widely  used  until  a  federal  court  vetoed  it,  or  by  issuing  some  kind  ot 
rental  stamps  that  are  difficult  to  convert  into  cash. 

A  solution  to  the  welfare  problem  is  possible  if  the  essentials  are  under- 
stood The  preoccupation  with  statistics  of  income  distribution  has  led 
to  a  vision  of  poverty  as  the  steady  state  of  *n  inert  class  of  citizens. 
Social  policy  is  conceived  as  acting  on  these  persons,  but  thty  are  not 
believed  to  act  on  it-to  exploit  it  in  their  own  interests.  For  most  people, 
however,  poverty  is  a  passing  phase,  caused  by  some  crisis  in  their  hves. 
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The  goal  of  welfare  should  be  to  help  people  out  of  these  dire  but  tempo- 
rary problems,  not  to  treat  temporary  problems  as  If  they  were  permanent 
ones,  and  thus  make  them  so.  This  goal  dictates  a  system  nearly  the 
opposite  of  the  current  one.  , 
The  current  system,  like  Harvard  in  a  popular  epigram,  is  very  difficult 
to  get  into  but  relatively  easy  to  stay  in.  It  is  of  comparatively  little 
help  to  people  in  emergencies.  Applicants  normally  have  to  wait  weeks, 
hUout  forms  by  the  ream,  and  submit  to  prolonged  tests  and  evaluation, 
before  they  are  finally  admitted  to  the  promised  land.  As  a  rule,  the 
moregenerous  the  grants,  the  narrower  the  gates.  The  more  commodious 
the  benefits  for  the  qualified  recipients,  the  harder  is  the  regimen  fof 
the  unpremeditated  poor:  the  woman  newly  arrived  from  afar,  the  man 
who  lost  his  job  or  lost  his  wife  or  suffered  a  medical  catastrophe  but 
d,d  no|  choo*«  »o  seU  his  home.  New  York  State',  welfare  program,  fof 
example,  is  third  in  the  country  in  the  real  value  of  its  benefits  but! 
according  to  one  study,  it  ranks  fiftieth  in  ease  of  entry.  California  is 
not  much  ahead.  Both  programs  create  maximum  incentives  to  qualify 
tor  them:  maximum  rewards  for  maximum  familial  strife  and  disruption' 
A  sensible  program  wouM  he  relatively  easy  on  applicants  in  emergencies' 
hut  hard  on  clients  who  overstay  their  welcome.  , 
Ideally  such  a  system  should  be  supplemented  with  child  allowance* 
given  to  every  family,  of  whatever  income,  for  each  child.  These  payments- 
which  would  be  taxable,  are  designed  to  relieve  the  pressure  on  large 
families  to  become  female  headed,  because  welfare  is  the  only  income 
source  that  automatically  increases  as  the  family  grows  Allowances  also 
reduce  the  pressure  for  constant  inflationary  increases  in  the  minimum- 
wage  rate  by  counteracting  the  idea  th*  every  wage  by  itself  must  support 
a  family  If  Moynihan's  career  in  welfare  reform  yields  any  clear  lesson 
it  is  that  professors  in  politics  should  advocate  their  favored  program* 
rather  than  invent  compromises  supposedly  more  acceptable  to  the  puWic 
Moymhan's  preferred  policy  was  always  child  allowances,  but  he  urged 
a  guaranteed  income  scheme  instead  because  he  thought  it  would  be> 
more  appealing  politically  to  the  Nixon  administration.  The  result  was 

4  5S.!KSte  °f  'nitiatiVM  of  Iitt,c  PoKto"  *PP«1  or  objective  validity 
Child  allowances  are  currently  in  effect  in  most  Western  industrial 
nations,  but  the  system  has  been  most  fully  developed  in  France  There* 
they  "*re  enacted  *  1  P"*™«  ">  promote  large  families.  The  evidence 
is  that  it  failed  in  that  goal  but  succeeded  in  strengthening  all  families 
and  in  permitting  France  to  avoid  the  blight  of  dependency  that  afflict* 
the  United  States  '*  Child  allowance,  succeed  because  they  are  not  means* 
tested.  Because  they  do  not  create  an  incentive  to  stay  poor,  they  avo^ 
the  moral  hazards  of  the  war  on  poverty  while  giving  support  to  the 
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most  welfare-prone  families.  There  is  no  panacea.  Overcoming  poverty 
still  inexorably  depends  on  work.  But  in  a  world  where  children  are 
little  permitted  to  earn  money  for  the  family,  payments  to  those  families 
that  nurture  and  support  the  next  generation  represent  a  social  policy 
with  its  heart  in  the  right  place. 
"Such  approaches  to  welfare  will  win  their  advocates  no  plaudits  from 
welfare-rights  organizations  and  few  perhaps  from  politicans  who  enjoy 
the  power  of  granting  excessiye  benefits  to  some  and  cracking  down  on 
others.  But  a  disciplined  combination  of  emergency  aid,  austere  in-kind 
benefits,  and  child  allowances— all  at  levels  well  below  the  returns  of 
hard  work— offers  some  promise  of  relieving  poverty  without  creating" 
a  welfare  culture  that  perpetuates  it.  That  is  the  best  that  any  welfare 
system  can  be  expected  to  achieve. 

Welfare  now  erodes  work  and  family  and  thus  keeps  poor  people  poor. 
Accompanying  welfare  is  an  ideology — sustaining  a  whole  system  of  fed- 
eral and  state  bureaucracies— that  also  operates  to  destroy  their  faith. 
The  ideology  takes  the  form  of  false  theories  of  discrimination  and  spuri- 
ous claims  of  racism  and  sexism  as  the  dominant  forces  in  the  lives  of 
the  poor  The  bureaucracies  are  devoted  to  "equal  opportunity"  and  "af- 
firmative action  '  Together  they  compete  with  welfare  in  their  pernicious 
influence  on  the  poor— most  especially  the  poor  who  happen  to  be  black. 
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Our  Egalitarian  Economists 


MdviUeJ.  Utmer 


Ovtm  the  tec  h*H<emmy,  the  don* 
nam  Mitko^xnowk  M01«m  of 
the  BKfc*m*lu*d  democratic  world  bn  km  i 
drs*  «wwd  *lie  equaJimtioirdf  bstomet  Wk»  to 
root*  to  the  mttfttrt  the  rotemem  gained 

C^»4»  afwr  World  War  It  Today  to  the 
united  States,  beneath  all  the  haiy  gabble  about 
^  r***  ****  »d  enrftlesnents,  tiftV 

~mmh  toasuafett/' »  me  termed  k.  minim 
the  Mneotil  pettiJaJ  nsue.  It  ■mwntt  it*  the 
bet  that  on  the  Left.  Ronald  *  On?  o**i 

widely  hated  mto  since  Server  Joseph  McCarthy, 
tearing  RklMid  Nixon  m  a  modest  third  place. 
For  Reagan  H  without  doubt  the  ftrst  *******  In 
htoory  to  omfemt  the  drive  towar*  le*^  open- 
IT  and  fxpl»oth,  Mid  to  attempt  to  tmne  it, 

lo^uJitr  and  freedom,  of  com;  heir  been  the 
oorneritaaet  of  democracy  through  the  ants*  bat 
j***"  tf*  foruser  b  made  ryrtonynxxu  with  income 
tesctin*  the  two  become  uneasy  ircmipatnutK  Thirty 
y  ^  w  «f*  oasntenwuion  of  ht*  IfteraJ  a* 
teagoea,  Bet  trand  de  Jouwsel  contended  in  TA* 
of  Redutnb*tt<m  that  redistribution  "con- 
spirts  to  p6*h  ihe  individual  in  the  fold  (in  a 
Mttlonn  mold)  under  the  protection  of  the  state." 
Althoiajh  temporarily  dtaoncertin*  b$$  argtsacm 
w*s  metloikHisJy  interred  in  sutssequem  yean  by 
wore  taahionabk  reformer!  on  the  other  side.  Re- 
coHfr,  and  with  the  helpful  benefits  of  hiodWgH 
the  argument  has  resurfaced  Today  it  deals  not 

90  m^  wUh  th*  ********  °*  Bscome  dfcHbntfon 
j^tcftncrnicd  joMsenc^^rfact  equality  and  uu~ 
limited  incquaJitr—  but  with  a  more  uanaedsate 
and  practical  question:  at  what  pok*  should  the 
presently  cvoKing  redtstributrt*  trend  be  arrested; 
or,  if  reversed,  at  what  point  should  it  come  to 
rest;  No  do*  it*  thaj  implicit  question  trill  and 
should  swat  more  than  a  lew  *****  m  the  <m»> 
****  *****  »  theolhn^  as  it  did  in  the 
°*  «nd  m  it  did  in  the  taxcetufc 
mieaandnmi  a  few  years  before, 
1   Aa  for  the  emotions  stirred  in  leftward**** 

wrsuy  ^  at^u^  ^    ^  ^  ^  ^  .\asissssJ 
■■""^J*        iismn  tw  is  a*  mow 

MMUmh  aik^   *-   ^   -  —      ■        ...  ' 


dw  erkfcswf  an  hwtfly  be  *wmh4:  m  tm- 
T** mdTVdhcooTK,  (be rmi- 
*•*  Wf*»  ■  «*«  wtaWnmor  at  "gncmam 

"ww_0«rt,  -itndeot  MOM  (Kobm 

^«d^>,  and  "Mcrito  U  iMMrfcM  im  the 
•tar  of  the  wnMqr  (tepha  Kn^y. 


T  "*™  <*U»r»  lor  weKwr.  tadorfH«  iacoctK 

T™*<  **K  »eH*r  programs  onamlered  ten  ef. 
torse;  Ifte  the  tiotorfonsly  sfoopy  Comprehensise 
Kiapfoymem  and  Trar-  km  Act  (CTTA),  hare  been 
««»»cted  sharpry,  bf«t  then  others  des%ned  to 
ZJ^^J***  aod  ttwmP^  base  rnen  es«n 
*ore  Alterations  fo  e%ibOk»  reo^tnvmcnts  has* 
^deed  penajiaed  some  benencSuNes.  h4g  "students* 
wan  carefoir  oonsxtni  federaJ  foam"  while  r- 
nsotie  cnrnfoOy  never  mttnStm  tehool  but  others 
haw  obvtoo*,  bmxS&t  a  recent  ea^nmsie  n  the 
*****  Mtmram  of  New  Vork  City's 

*»rd  of  Cdiscatiosx  which  served  m#90  mean 

d^W  #SJ,  M   ,   Wjml  fan  fa 

H*l.  despite  r^hrened  foderal  regulations  which 
****  *******  to  lead  to  -dana^rous"  deprivation, 
w  the  Juregate,  as  the  data  show,  the  winners  ha 
Request  far  welfare  funds  hast  outwe^hed  the 
ancrs, 

Nor  has  erMence  appeared  »  yet  that  the  dn- 
trtbudon  of  uscome  has  been  sAjnjntnmjy  akarad 
asjfonor  of  the  rich  nnoe  the  fnment  atattfotoatfon 

bOUon  *n  I*»  so  $f4o  biffion  (at  an  annual  rate) 
iuthe  first  half  of  Jftfe  hi  the  face  of  a  risatmprfot 
W«*  osee  thai  same  period.  Akbosajh  sp^adtog 
tnari  inajanm  wm  a  fnjg  dkpsmA  danaeer  at  the 
economy  o^dinad,  axaJ  wanes  and  asJarfot  cm> 

t^?L^rd?wr  ^  to  im 

*>         bifiion  (at  an  anrntaJ  raee)  in  the  first  six 
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mouth*  of  1992.  The  slum:  in  the  rational  income 
of  property  receipts  In  general  -including  pronev 
interest,  rent,  and  royalties— dropped  from  25  to 
t$  •  .cent  o«r  chat  period.  Welfare  payracnts, 
wnkn  are  not  ccxmtcd  a*  part  of  the  national  in- 
come, ballooned  (at  !  hare  already  noted).  A  tone 
hopeful  note  tot  business  was  a  significant  drop  m 
the  pace  of  inflation  In  alt  the  picture  was  hardlr 
the  dream  of  the  wotM*  greediest  capitalists  come 
true, 

ft  would  teem,  then,  that  the  fury  again*  Reagan 
on  the  Left  b  earned  not  by  hi*  deed*  but  by  hb 
expressed  tntmtton  to  hale  the  growth  in  program* 
umcd  at  n phoning  income  from  the  richer  to  the 
poorer. 

Aside  from  proposed  cut*  in  welfare  which  an? 
ttifl  to  be  won  osrr  Democratic  protest*,  the  prin- 
cipal symbol  of  this  mtemk*v  xnd  a  prime  target 
of  liberal  fee,  has  been  the  three-stage  percent 
reduction  in  personal  income-tax  rate*  included  in 
the  Economic  Recosery  Tax  Act  of  I9GI,  the  final 
installment  of  whkh  t*  due  next  year.  That  tax  cut 
wa»  'across  the  board,"  meaning  that  it  applied 
equally,  at  least  in  relative  term*,  to  all  fcreh  of 
income.  For  liberak  capeoalry  those  with  inteUec 
tnal  credentials,  if  wa*  rccerstd  t$  «o  imoJent  rejec 
tion  of  a  gentleman  *  agreement,  a  kwtt*h  break  in 
the  precept*  of  the  "good  society."  In  the  past,  tax 
changes  had  been  formulated  to  yield  greater  im- 
pact on  upper  income  groups  when  taxes  were  in- 
creased; and  greater  impact  on  those  at  the  opposite 
end  of  the  scale  when  they  were  reduced.  Together 
with  the  steadily  tiling  "bracket  creep,"  the  efiect 
wa*  expected  to  intensify  the  progrewmty  of  the 
income  tax  schedule,  and  it  did  *o  sharply. 

Between  I960  and  I960,  marginal  tax  rate*  for 
middle-  and  upper  income  classes  nourished  like 
crocuses  in  springtime,  increasing  the  tax  burden 
for  many  by  as  much  a*  50  percent,  despite  un- 
changed real  incomes  Added  to  this  wa*  the  explo- 
sion of  direct  benefit*  for  the  poor,  »uccinctly  mm- 
marued  by  R.  Emmet t  Tyrrell,  Jr.: 


Since  WO,  Medicare  and  Medicaid  has*  grown 
4*6  percent,  rhrough  the  1970s,  welfare  pro- 
gram* grew  2U  time*  a*  fast  a*  the  GNP  and 
three  time*  as  fast  a*  wages.  Between  197*  and 
1900,  real  spending  per  individual  poverty  cheat 
Crew  92  percent,  not  counting  increase*  in  Social 
Security,  Medicare,  and  federal  employee  retire 
ment  programs. 

By  all  available  standards,  the  conclusion  seems 
inescapable  that  the  push  to  equality  made  giant 
wide*-  One  might  imagine  that  liberal*  were-mnl 
fog,  at  least  until  the  election  return*  of  Nonwber 
19tt0  Hut  the  opposite  was  true.  The  liberals' 
disappointment  remained  just  a*  fixed,  their  frus- 
trated compassion  for  the  indigent  just  as  tomboy 
andy  displayed.  In  their  eyes  the  push  to  equality 
wa*  a  miiage,  while  the  future  loomed  a*  a 
nightmare. 


Tin*  judgment  was  especially  influential  when 
emanating  from  the  Democracic  party's  two  lead-  , 
ing  economic  advisers,  MIT  *  Lester  Thurow  and 
Yale**  James  Tobin  Thurow  s  considered  con- 
elusion,  repeated  relentlessly  over  the  past  dec-, 
adc  t»  that  notwitftstanding  all  the  spreading  para 
phernalia  of  the  welfare  state,  the  distribution  of 
income  among  American  families  has  remained  ap- 
proximately fixed  since  the  end  of  World  War  II. 
As  he  sees  it,  the  widely  pubJtcimd  .welfare  pro- 
gram* have  simply  succeeded  in  keeping  the  di»- 
tribution  of  income  from  growing  more  unequal 
Indeed,  Thurow  predicts  that  ewen  this  serrice  will 
nibsidc  and  "the  distribution  of  Cantily  income  will 
start  rooting  toward  inequality  in  the  1980*  ami 
1990*"— unless,  of  course,  hi*  own  stronger  egati 
tartan  prescription*  are  adopted.0 

To  all  this,  Tobin  adds  a  pmlosophical  contribu- 
tion Like  the  late  Arthur  Okua  hi*  predecessor  as 
adviser  to  the  Democratic  party,  he  nods  on  both 
economic  and  moral  ground*  a  "strong  presump- 
tion' for  perfect  equality  in  income  distributioa, 
limited  only  by  su&aent  incentive  differentials  to 
keep  the  economy  going  t  That  same  rnrsumption, 
not  always  so  openly  expressed;  seems  to  underbe 
the  call*  foe  -reform"  stirring  in  such  radical*  a* 
Michael  Parenti,  E.  K.  Hunt,  Howard  J.  Slscrman, 
Frank  Ackerman,  and  Andrew  Zimbalist. 

We  small  return  to  the  norma  tire 
proposition  of  Tobin  and  Okun, 
but  demanding  attention  fVrst  are  the  astonishing 
Assertions  about  the  past.  How  can  Thurow  con- 
tend that  income  distribution  ha*  remained  sub- 
stamully  unchanged  in  the  United  State*  over  the 
last  thirty  years,  against  an  almost  unanimous  pub- 
lic conviction  to  the  contrary?  Answer:  by  pains- 
takingly ignoring  the  relevant  data.  Thurow  uses 
o&ciai  Census  Bureau  statistics  clearly  labeled  by 
the  bureau  "Distribution  of  Money  Income  Among 
VS.  Families."  But  this  tabulation,  a*  the  Census 
makes  no  effort  to  conceal,  shows  the  money  in- 
come recessed  by  families,  poor  and  rich  alike, 
pe/or*  payment  of  Tnccanc  taxes.  It  and  cxetwfc* 
rton  money  income  provided  by  Boscrnment.  such 
as  outlays  for  Meslicaid,  food  stamps,  housing, 
and  other  Mxalkd  in  kind  Isrnem*  for  the  poor. 
In  addition,  it  inad*ertentls  excludes  a  signmcant 
pan  of  tlse  <ath  transfer*  to  the  poor,  which  the 
iKireau  acknowledges  are  *y*tematkaJly  tmder 
stated  in  if*  data, 


miy.  ff.  tftw.  *»a  t*nii        t.  Ht^wt. 

T(h  UvttMK  Ptetrtom   ffrrMw  Hmli.  feint)  «**km, 

t  -C<m*OcTSiK-«  lUpmim  T*xM*»  sad  fisctfcshty, 

cm  lmnf*»c  imistmr  kx  r»l*s  f«**»  IUw»»<».  I»>7). 
pp.  1*0  jHMl        Ofcssa's  mu«  u»*f**c  i%f*mtmm  ol  ihc 


ERLC 


138    BEST  COPY 


188 


In  *hori   Thtrrow  dcrnorwtrates  that  wrhar- 
benefits  and  pro*Tesuve  uwhwno  dfecs  on 
momse  dmnbc    n"  by  carefully  using  data 
winch  cSmjrcb  omk  their  impact 

FcatunateK  there  are  other  ecortomists  who  fed 
gojmollr  and  noraUy  fane  19  «se  any  data,  if  in 
wrmatrv*  In  a  well  known  ttudy  published  six 
E^af  *  Bwnwng  mended  the  Census 
tabulation  on  income  dhtrihtttk**,  *l  least  in  part, 
mxowx  of  income  in  kind  and  the  influ- 
ence of  penom]  income  U«i-  Thurow  laments 
ware  in  tool  fcwth  income  of  the  poorest 
™  rf^P0|*«*uan  ***  only  around  5  percent 
m  tnc  I  W»>  Bnjwning  shows  that  it  waa  about  It 
pemni,  Thtnw  expresses  dismay  at  the  42  percent 
n>nr  that  he  un  accrued  to  Uie  richest  nfth. 
Browning  asserts  the  true  %ure  was  a  bit  less  than 
33  percent,  Thurow  maintain*  thai  the  pattern 
of  distribution  had  ranatoed  stubbornly  stable 
Browning  *bowi  that  the  two  ley  percent^  since 
Jhe  195^*  had  moved  ahnox  halfway  toward  per- 
fect equality. 

As  one  might  expect.  Browning's  estimates  did 
not  go  unchallenged  by  bberak  But  in  due  time 
they  received  Mranj  support  from  authoritative 
wnrm^Thc  Census  Bureau  it«elt  lor  the  first  time 
thfe  sprmg.  took  account  of  in-kind  benefit*  and 
oanoeded  that  its  own  earlier  meastftrmem  of  the 
incsdence  of  poverty  had  been  overstated  by  halt 
A  path-breaking  *tudy  by  Patricia  Ruggfe*  of  the 
Gmgressional  Budget  Omce  and  the  British  ccon 
Michael  O'Higgins  estimates  the  Sow  of  all 
government  servicr*  benents,  outlays,  and  taxes  to 
«od  from  households,  classified  by  income  sue, 
with  result*  consistent  with  Browning's  t  And  a 
group  of  Harvard  economists  is  at  present  probing 
the  influence  of  changes  in  the  age  distribution  of 
the  population,  a  factor  heretofore  entirely  neg- 
lected. Orer  the  last  two  decades  the  proportion  in 
J**."**!  populatkm  of  young  flubs  and  the  elder, 
ry  has  risen  Since  maximum  hletime  earnings  nor- 
mally occur  in  the  middle  years,  this  demographic 
change  in  itself  provides  a  spurious  appearance  of 
rnereasmg  rfwqtctfhy.  T»  fact,  as  all  these  studies 
demonstrate,  by  the  start  of  the  1980'*  an  enormous 
P«sh  to  equality  had  occurred,  even  greater  than 
thM  *HWe#ttd  by  Browning  s  estimates, 

Jcwr  much  farther  should  redistribution 
proceed,  if  at  ail?  Six  years  ago 
■rowning  amwemt  "It  may  be  that  we  have  gone 
enou^i/  By  1980,  judging  from  the  rhetoric 
of  Republican  candidates  and  the  election  returns 
9J  Nofipmocr,  it  waa  dear  that  many  voterr  t*> 
beved  it  had  gone  too  far.  But  these  many  voter* 
«nwnl>  did  not  include  the  more  firmly  deposed 
liberals  arH  Uieir  professional  traders.  When  asked 
how  much  equality  a  needed,  they  faithfully  join 
with  Robert  Lekachman  in  answering  '"Morel" 
Consciously  or  not,  the  aim  is  toward  the  pad  of 
perfect  equality,  heartened  by  the  academic  sane 


t  son  that  ancient  sociamt  dram  hat  been  accorded 
m  the  works  of  Okun  and  Tobiu, 

Fundamentally.  Okun  rests  fits  philosophical  case 
m»  uV  principle  o*  hitman  right*-*  nght  to  all 
me  prerogatives  that  money  provide*.  Tobsn  for 
hn  part  stresses  the  democratic  rigfw  to  equal  op> 
pmtunsty,  which  he  says  cannot  be  exercised  in 
the  presence  of  "iisequalicy  of  worth."  "Human 
beware  human  hemgx"  be  mtones,  which  is 
neyotH  dtsputr  except  when  coupled  with  his  a* 
•wnpuon  thatwearealJthesamebutfora  purely 
•ortmtou*  dtstribubon  of  talertta-ttrictfy  caned 
;endc*wnsentsM  m  Ms  essays.  Inexplicably  nOsamg 
m  such  dsseusasosis-^luding  the  popular  e*a#. 

"Z**  *  Harvard  philosopher  John 
trawls,  A  Theory  of  Justur^'t*  Joovener$  argu* 
ment  for  personal  Urn. 

Jouvenefs  classic  work.  The  Ethics  of  Rrd* 
tnbuitnn,  n  now  thinr  years  old  and  it  would  be 
naafrfabkr  **  experience  since  then  had  not  sharp* 
eaed  our  mens  on  the  issues  involved,  jouvene! 
Properly  underscores  the  inescapable  growth  of  1 
connorve  state  under  an  egalitarian  rote.  But  be 
scarcely  mentions  the  coordinate  peril  to  mdrrid- 
wahty,  which  he  must  have  mwm*l  is  obviom 
Reading  some  of  today  's  liberals  one  must  conclude 

'  VSiL.**  *°  q6viou^  l  hc  ******  evidence  is 
m  Tobm  s  view  of  economic  outcomes  as  arising 
from  a  purefy  random  cfotrmutmn  of  aptitudes 
«nd  skdfs^gwietk  seem  fatemUy  scattered  among 
the  populace  and  inefuctably  fknintd  to  determine 
wlsowill  be  rich  or  poor.  No  role  is  allowed  tn  this 
sdserne  for  variations  in  the  degree  of  concentrated 
f™^  >df  indulgence,  discipline  indo 

icnce,  forbearance,  or  motivation  tJsat  an  individual 
may  or  may  not  bring  to  his  native  gifts.  In 
I  own  s  credo  it  *  mostly  automatic  except  for  the 
pfay  of  Lady  Luck  and  the  influence  of  inherited 
n»oney.##  If  a  duUi  has  exceptionally  long,  dexter- 
ous fingers  and  a  pmernaturally  sensitive  car,  we 
will  be  blessed  with  a  Horowitz  or  a  Rubmstem. 
The  child  with  a  su&cirotly  rare  gift  for  words 
inenubJy  gtowa  up  to  bocmne  a  -tewing  way  or 
a  Willa  Gather.  m 

Neglected  above  all  in  the  Tobn>Okun  thesis  is 
the  ueusftcratic  right  of  tlsr  itnUvhdwd,  whatever  his 
aptitudes,  to  pursue  the  kind  of  life  he  chooses, 
provided  the  right*  of  others  to  do  likewise  are 
respected.  Shall  the  individual  who  cherishes  mate- 
rial things,  and  works  and  saves  for  them,  tc  forced 
10  share  with  the  tutusx  lover  who  by  choice  Lives 


MmmnaM  ia  the  Vmuxt  Umt+r  *****  9f  tmvmg  M**d 

Tabut  and  Oaua  ssa  seoaadsd  by  Carts** 
pfcer  /cssum,  «rfto  »»  fmjmlttfi  A  K**$mm*nt  mf  ik*  £f. 

*****  ^  ?"**h  4*4  SthmJmf  tn  AmttkA  (1*72)  *rgm*S 
WUK  mete  chance  rwhrt  th*n  mrr*  wcc&mtt  Uh  m*»n  <4 
tod»>  •  wauMt^r*. 
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vimpft  and  \a\x*s  onh  when  required?  SHaU 
rt*k  taker  who  win*  be  (arced  to  vhare  with  chc  ri*k- 
awter  who  wind*  up  in  made*  crrcum*t»nce*? 
Shall  j  lamifc  that  uino  and  vim  for  the  security 
of  later  vear>  be  forced  10  tJure  with  praAigatcft 
who  hm  for  each  patting  Umt  a*  they  go  along' 
Mum  the  comttetuiou*  and  forbearing  \hare  with 
Uic  carekw  ami  the  indokm?  Those  who  woe  with 
Tobm,  Oktm*  «f  oi  wouki  Knr  to  amwer,  Ycv 

The  norm*  of  modem  uv  shut  tort  dwuld  make 
it  unnece*»arv  to  aftrm  k**co'»  ohitgation  to  care 
lor  it*  infirm,  dHabted,  ckkrK  and  indjgrnt 


mother*  of  toddler*  Many  would  a  bo  agree  that  it 
ha*  an  obligation  to  guarantee— not  full  employ- 
ment, whtdi  i»  imptmibJe.  but  a  reasonable  oppor- 
tunity co  find  and  hold  a  job  for  all  capable  of 
contributing.  But  the  notion  of  income  equality, 
no  matter  how  abstract  and  kkalljed,  »  a  formula 
lor  regimentation.  In  theory  it  h  destructive  of  the 
reiauomltrp  between  democracy  and  the  individ- 
ual* fundamental  fight  to  be  different,  auJ  in  prac- 
tice it  ha>  spawned  a  uwdry  cuUure  of  dependency, 
tlie  immense  rast  of  which  underlie*  more  of  the 
ecqpomic  prohietm  of  the  Western  wxwld 
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CAUTIONARY  TALES 
FOR  POVERTY  POLICY 


Robert  L.  Barley 


Since  the  advent  of  the '  War  on  Pov»rtt/ ••  a 
has  periodically  estimated  thT numt£'  J*J UrMM ofthe Census 
poverty  Over  L  same  ^  wZ^^fiXZIZ  "*»»•  '« 
dramatic  annual  increases  in  tMrnfaomZn^L ^l9^  ^8  ^.splayed 
income  and  provide  adequate*™ nJSS^Z  22*?  *°  maintain 
•    aged,  mfirm.  jobler,  and  i«5<SSiSd  Tn  2" 

»"  1972  dollars,  to  $47.1  bill,  on  bTS/S  equ,va,«^ 
<n  constant  dollars  to  $1  2'  Z <? ^  ^ 
stood  at  25.877.000.'  th*  P^erty  population 

 *uo£7,£°&;;z— 

the  poverty  „ne  -  $4,430  in  19>S2s  -  ,  TZ^ZJffmJST9 
nually.  G,ven  a  median  family  income  of  ahout^  2000  St^L* "* 

A  JlwJy  *poraKK«0  or  Th»  Inttituta  for  Soc^vv^  «..^  , 

***  r~  mr  t-     *  soc-o^c^r  ^crr,^  *<^~ 

Reproduced  vith  the  Remission  of  the  Journal  of  the  Institute 
for  Soctoaconcjic  Studies,  o  im  Uom  the  Jour(jal  9™£xt"" 
Institute  for  Socioeconomic  Studies,  v,  3,  stmmr  1978;  29-38. 
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m»  M  «£..ned?  *eci5e,y  »ha<  cautronary  tale  does  the 
paradox  ten7 

the  paradox  .s  that  the  official  stat.st.cs  on  poverty  are  wrong 
misleading.  


CHART  I   mmm  m  rmmm.  *****  iummm 
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w  ' '      w  »n  itw  "»  wi 


Bureau  Oe»m«.on  of    poverty'  counts  only  casftM- 
^  „  _  _  io«7  ha*  heen  fue  ed  Oy    in-Kina    program*  ,v/vw 

H3HHh=,re  tr^r= 

ZVmX  <oT£Z  But  the  offica.  stat.st.cs  s.mp.y  -gnore  them. 

^^hc         Census  Bureau  figures  greatly  into 

and  1975? 
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Perhaps  stimulated  by  this  question,  and  explicitly  addressing  the 
"apparent  paradox*'  of  mounting  transfer  payments  and  stagnating 
poverty  numbers,  analysts  of  the  Congressional  Budget  Office  have 
done  a  study  of  in-kind  transfers.2 

The  CBO  estimated  that  witH  no  transfer  programs  whatever  21  4 
million  families,  or  21  perpehj  of  all  families,  would  have  been  in 
poverty  that  year.  Social  insuttnce  and  other  cash  transfers  reduced 
this  numt)er  to  10  7  million  families,  or  13,5  percent  This  would 
correspond  to  the  Census.  Bureau  deHnition  of  poverty,  and  me  Cen- 
sus estimated  13.8  percety  of  families  were  in  poverty  in  the  com- 
parable period  of  calendar  19/S.  After  adjusting  for  in-kind  transfers 
the  deduction  of  taxes  and  estimated  under-reporting,  the  CBO  con- 
eluded  that  the  poverty  population  was  6.6  million  families  or  8  3 
percent 

The  CBO  concluded  that  the  transfer  programs  have  been  much 
more  effective  in  reducing  poverty  than  the  "official"  Census  Bureau 
statistics  show.  Between  1965  and  1976,  they  estimated,  poverty  was 
reduced  by  56  percent,  rather  than  the  28  percent  shown  by  the  Cen- 
sus count. 

The  particular  methods  chosen  by  the  CBO  do  not  facilitate  com- 
parisons with  other  data.  It  chooses  to  talk  not  of  persons,  but  of 
families,  multiple-person  families'  and  "single  person  families."  Its 
adjustment  of  the  Census  concept  to  include  Puerto  Rico,  not  usually 
counted  in  these  estimates,  probably  confuses  more  than  it  clarifies, 
given  the  special  problems  of  the  island  commonwealth.*  Its 
estimates  are  only  for  year  and  denominated  by  fiscal  year  rather  than 
calendar  years 


Some  perspective  is  possible,  though,  if  on  the  basis  of  ex- 
trapolations from  the  Census  figures,  you  assume  that  CBO's  6  6 
million  families  represent  roughly  15  million  persons.  Then  the  $66  5 
billion  increase  m  transfers  between  1967  and  1975  reduced  poverty 
by  roughly  12  million  persons  This  is  a  far  better  record  than  the  1  8 
million  reduction  the  Census  figures  show.  It  means  the  cost  of  lifting 
a  person  out  of  poverty  was  about  $5,700.  For  a  family  of  four 
nowever.  this  is  equivalent  to  $22,800. 

'  Congressional  Budget  Q11K0.  Poverty  Status  of  Fami(f*s  Under  A  !t#r  native  0#f>n>ton*  O*  in- 
come    Background  Paper  No  17,  Jun*  1977 


aoove  its  natytai  competitors  m  trie  C#f(0oean  Puerto  Hfcan  governments  pe"0d»ceJty  o*o*  a 
separate  minimum  for  the  Common*e*<m 
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Morton  Paglin,  professor  o7ecomS  'ashion  This  was  done  by 
Stat.  Umvers.ty*  pX^*^™™"*?  8h,dU"  af  p^and 
Poverty  after  in-kind  ^naSrs i  R  or«22  •*,1i?"tW  °*  ^ns  in 
^  1975.  the  poverty  »opu«C  h2T2S£  '"i"*"  "  M«  that 
persons.  ^    °"  "ad  reduced  to  6.4  million 

households  w.th  a  wr^^XSSons^^  inC,U<» 
-  retired  persons  living  on  savings; 

haS?"8  ~      hO05eh0W8  on  contributions  from  their 

^tZJ^         "°  but  before  the  ,n- 

-<am,„es   w.th  accounting   losses,   but  pos.tive  cash  flow 

-  those  who  do  no,  w.sh  to  participate  in  the  programs 

on  Poverty  has  after  all  been  Jon  ££?J?  mat  me  '  War 

t'cally  everyone  a  mm.nST,^  *  sXrt  T,°f  ^ n9  prac' 
cons,deraDle  v.ctory.  but  even  ,f  true  mSE 2  I-  W°U'd  06  no  ,rv 
usuaify  associated  with  poverty  rLmt'J T  rl  L  9  soc,al  Pathotog.es 
"Ous.y  a  dreadful  inTT^^  2ft  8r°n*  ,$  st«"  °°- 

abohshed.  we  w.ll  need  a  new  rubnr  <nr  "  P0^'  ha*  oe«" 

Perhaps  we  s^fer  not  &  '^ft^V^^ 
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the  Census  Bureau  estimates.  In  Chart  HI,  a  second  and  entirety  d.f- 
JeTent  Cautionary  «...  is  evident.  Poverty  ^^TlW^J  i 
before  the  big  expansion  of  transfer  payments  started  in  1967.  Ana  it 
glance  at  Chart  «•».  you  can  take  the  stagnation  of  the  numbers 
since  1967  merely  as  the  result  of  a  stagnating  economy 


SSL.Wrt       CHART  III    fPWWt  MO  KON0«*  «OWTH 


_L 


mi  mi  m*  m*  m$  n*»  mr  m» 


._i.~i_-L-  . 

mo  J»fi  ffn  itn 


While  money  income  is  no  longer  a  meaningful  measure  of  hard- 
,h.p.  ,t  would  appear  to  be  a  rough  proxy  for  the '  *nJJ9«Jwn  o the 
poverty  population  into  the  general  economy  In  the  post-1967  period. 
Chart  ill  suggests  the  relat.onsh.p  between  economic  growth  and 
providing  the  poor  with  opportunities  not  only  to  escape  severe  hard- 
ship, but  to  become  reasonably  self-sufficient  <nd<v.du*ls 

ThPre  would  of  course  be  wide  agreement  that  fast  economic 
growth  is  a  good  way  to  fight  poverty,  but  at  this  functure  few  agree 
on  what  policies  wiM  produce  fast  economic  growth.  Here 
the  issues  of  poverty  merge  with  the  entire  field  of  macroeconomics, 
tseif  in  vast  disarray  This  is  far  from  the  occasion  for  a  com- 
prehens.ve  review  of  economic  theory,  but  one  genera,  caut.or .  and 
one  speol.c  possibility  seem  particularly  relevant  to  the  issue  of 
poverty  and  transfer  payments. 

The  general  caution  is  that  our  experience  over  the  tast  few  years 
suggests  that  we  know  a  great  deal  less  about  macroeconomics  than 
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we  once  believed.  G.ven  the  record  budget  def.c.ts  and  s.ow.sh 
economy  growth  we  have  experienced,  and  g.ven  thatinLhahSy 

orZ^JH  01  ,he  P8St  tew  year$  ha$  0e*n  accompanied  and 

ST Jt5  y  r8P  m°ney  CrMt,on-  ,f  ,s  much  ™>'*  difficult  to  f,nd 
Si  ^°in0r?LCaU$eS  '°r  recent  P^urbafons  ,n  rea(  growth 

speculate  that  while  Keynesian  and  monetae  modeis-succeed-m 
past  periods,  something  in  their  underlying  assumpUon«  no1^!Xl 
our  current  situation  Both  are  demand I  model  T^Zng^J' 
toX^,CnP°rCHy  CfeatW  SUffiC*ent  *******  ^mand.Tppfy  *S * 

:prc~ 

and  social  goals.  But  this  list  of  poss.ble  villain.  do* .So  ^ Tto  n 

rn^nfi  L       ,eV8,S  0f  taxatlon  to  finance  gfc^ng  govern 

ment  expenditure.  ,n  particular  surging  transfer  payments 

An  important  source  of  financing  tor  the  recent  surge  in  transfer 
payments  has  been  the  governments  "inflation  dVdend r  As  n,  n 
leads  to  n.gher  nominal  sa.ar.es  for  the  same  real  income  ?a?pavers 
are  pushed  up  through  the  progressive  tax  schedule  and *he  govern 
ment  takes  a  larger  share  of  their  real  income.  There  are  s,m,?ar  ef- 
fects on  business  taxation.  »"""ar  ei 

By  1977,  further,  larger  outright  tax  increases  were  bema  oassed  or 
contemplated  by  Congress  and  the  Administration,  to  ^gulate  ene  ° 
use  and  finance  Social  Security  transfers.  By  push,r:g  the  Socfal 
Security  wage  base  up  to  levels  where  the  progressive  incomj  tax 

rates  to  be  faced  by  the  broad  range  of  taxpayers  as  the  tax  increase 
Phases  , ^Economists  typically  conclude  that  ultimately  the  emp  o^ 
bears  both  h,s  share  of  the  Social  Security  tax  and  h,s  employer 

making  520  000  would  pay  a  combined  marg.nal  tax  of  more  than  52 
percent,  wh.ie  a  working  couple  makm  $40?00 would  pav  a 
marg.nai  rate  of  more  than  62  percent  P  y  a 
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The  possibility  that  such  level*  of  taxation  may  retard  work  effort 
and  economic  growth  has  not  been  seriously  investigated.  Jhere_ are 
a  number  of  reaons  for  this.  The  general  emphasis  on  aggregate 
demand  has  »ed  economists  m  other  directions.  Anecdotaliy.  some 
high-income  individuals  seem  driven  not  by  financial  incentives,  but 
by  personal  neurosis. 

What  consideration  has  been  given  the  incentive  effects  of  taxation 
has  started,  and  pretty  much  stopped,  with  the  observation  that  there 
is  an  "income  effect"  and  a  "substitution  effect.  As  marginal  tax 
rates  increase,  a  taxpayer  may  work  leas,  feeling  he  gets  less  return 
from  addition  effort-the  "income  effect"  On  the  other  hand,  he  may 
work  more  to  sustain  a  desire-standard  of  IMng-the  "substitution 
effect  '  Few  economists  have  thought  enough  about  this  to  observe 
that  when  taxes  finance  transfer  payments  any  substitution  effect 
washes  out  over  the  population.  You  are  left  with  the  income  effect 
and  its  incentive  for  less  work  and  less  production. 

it  is  intriguing  to  look  at  foreign  societies  that  have  experienced  the 
rates  of  taxation  toward  which  the  United  States  seems  to  treaded 
In  Britain,  talk  of  a  need  for  "incentives"  for  middle  and I  n.gher 
managers  is  now  endemic.  Even  the  head  of  the  Labor  Party  finds 
disavowing  conventional  Keynesianism..  And  the  "™tw.de.y 
discussed  recent  work  of  economics,  by  young  Oxford  cconomi  s 
Robert  Bacon  and  Walter  Eltis,  argued  that  Britain  s  problem  has 
been  too  much  public  spending  on  non-productive  enterprises/ 

The  case  of  Sweden  is  even  more  interes'.ng.  For  some  time, 
despite  its  high  welfare  spending  and  accodingly  high  tax  rates. 
Sweden  enjoyed  the  best  economic  growth  ir,  Europe.  This  seems  to 
have  been  an  artifact  of  high  rates  of  capita'  investment,  maintained 
through  a  social  insurance  fund.  The  Swedes  decided  thatrather  than 
financing  social  security  on  a  pay^you-go  basis  as, £*g 
would  accumulate  a  portfolio  of  investments  like  •J^a*^"°"f? 
lax  rales  were  held  above  social  security  expenditures,  in  e«ectac_ 
cumulating  massive  government  surplus  for  reinvestment  ,n  the  bond 
markets,  thus  providing  funds  for  capital  investment. 

. >«*•  M,n„*r  Jam*.  CtftagMfl  MM  m.  1976  LMXX  Pa*V  Co*d»nC«  W,  ™ 
you  coukj  toend  your  yyay  otrf  ot  a  c*cn**n  and  -K«w  emptoymer.1  Dy  cwtl.nfl  ta.a*  and 
^^Z^l^sJZ*™  l  w  you.  -n  m\  candor,  m*  me  opIKW  no  .onoer         »nd  mat 

iXwed  oy  W  *«•  o»  unemployment  «f  «W  Mtf  atep  Tnet  4  the  mftory  'or  me  P»»l  « 


ye»r» 

'  Rode*  Bacon  and  Waller  EH*.  6"t*n  t  Econom*  Prowema  Too  '"J^^'^Z'n* 
St 7mm ft 19«  Tr»txx*  »  adapted  from  ma  or^.ne.  *«<«•  o»  art***  pt.«M*ne<i  By  Trm 
StfKtoy  T*m*  <n  19T5 
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In  me  current  work*  economic  difficulty  hi«,,„k  «. 
Swedish  m.rade  has  been  0*rt,l  Vl        though,  the  crash  of  the 
prob.em  was  caused \££  KT^L'TT"" 
planning.  B„t  perhaps  ?  8  5o*  JS2SLa  5*2?  J*"*  of 
report  that  their  PiggesTproPle™  ,  2n5J!E?  /T 
an  econom,c  »oumal.st  well  verJd   r,  Leonard  Silk. 

■n-iy.it.  reports  that  high  taxes  are^defv  2?  c°°a' 
P.ng  the  initiative  of  Jth  buSS^. 

Silk,   the  root  causes  of  thTSI^?.^! '  M  para^ras^  by  Mr 
wh.ch  Professor  Friednch  HVyeKhS  1^"!^  "*  th°8e 
that  the  welfare  state  with  £ mL?™  *  00  dur,ns  ,t>e  °«pr»esion: 
taxation.  ^ ^^tSSV^St  T"*1  8nd 
system    There  ,s  reason **> be  ell  ^JZPT*"*  °f  fhe  «c°"°™c 
an  adviser  to  the  mSSiSSl    -  especially  since  Mr.  Undbeck  is 

me  pre-KeynetZ  S^TSnt^^^  Se,*ct,on  °< 
owes  something  to  ^  sTe*aTi««7I  Nobe'  Pr,ze  Economic. 

9  w  ine  Swedish  experience  with  the  welfare  state 

disadvantaged  The TL^m*^^**  t0 

sure.y  one  measure  oKa^  a"d 

so'vmg  them.  '      ^      "  Drov,{*"9  the  opportunity  for 

luTE?  222  ^  me  ~*  <*     ™.  society 

themseives  not  on i«  ♦«  Z^.^lJl"  ^^?'"9  9*nerations  of  poor  raisma 

'«  no  reason  to  beCe  our  Turret  oTerS  "J  Ther! 
ceed  as  well  ,f  provided  at  leaTihftll       °f  ^  wm  "ot  sue- 
  „  a8t  ,ne  .ante  opportunities. 

»«T*  .£7^^  tho"^  »^ges,s  that  further 

vance.  Between  iW^^*^ •»  •«*  an  ad- 
percent  of  QNP  to  97  De«Ltl»«  fransfwrs  9rew  from  five 

v  n*ff  >ir9tf  Joumd  Npvemoef  10  1977 
-0   t,;r  S'C^"  ~  Gfocmy  £conom,c  P,c(u„     r^  %„  ^  ^ 
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percent  of  QNP  in  eight  year*  This  growth  it  not  likely  to  be  repeat**, 
conceivable  that  further  large  J„  J*  ?ewhe*  us  to  be  wary 

rn;B:c:r,cwsrur;:  srsss; — -  - 

will  hamper  economic  growth. 

would  have  thought  that  an  '"cr™0^ar!7a.lftg  9  poverty  deficit 
payments  would  have  gone  a  long £J  x°»*(*£*^  amount  of  inet- 
of  $13.6  billion.  One  can  ^^^^^oTougm  a  measure  of 
(toiency  is  "™™»-*n**" ^^eiypoor.  Stiff,  something  in 

sustenance  for/iose  who  most  ne^ed  it.  .  m 

„  *.  increase  ,n,  transfer  payme^d  id --^S 
Census  Bureau  would  have  us^lieve^ne         y  ^  same 

of  poverty  policy  ought  to*J noj  ^,nJ  J  ,  ^,  m  „theCBO 
programs,  but  reforming  ^m  to  d* ••wjurj.j^^  ^  ^  ^ 
poverty  estimates  are .the  accurate  °nes  1        more  wlorms.  „.  a9 

daious.  but  the  f^°^^ZSTS^^99^  «•  *ave  ,a,r" 
the  sheer  magn.tude  of  the  *^™'"9  "  u(h  perhaps  be  time  to 
well  solved,  the  problem  o  X  of  redirecting 

pause  and  celebrate  But  '^^iSg TpSiS  toward  providing 
poverty  P°j£y  *"»*^^  ?n- 
ah  opportunity  to  grow „a    aw8y  {rom  econom.c 

SSTlT^d  WW*  o.  9-«».  MCI 
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welfare  state 
vs. 

the  redistribute  state 

MARC  F.  PLATTNER 
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..  .  c       ,   -n  the  course  of  the  1970s,  the 

Lmted  States  ha*  been  engaged  in  an  mtrmtfytog  public  debate 
over  the  future  of  the  welfare  state.  At  the  present  moment,  wide- 
spread concern  about  inflation,  along  with  resentment  against  high 
"b«8  government,"  if  creating  pressure,  toward  a  modest 
retrenchment  in  spending  on  social  programs.  We  wifl  probably  be 
witaessing  further  efforts  to  make  these  program,  less  wasteful  and 
more  efficient,  and  even  to  eliminate  some  of  the  more  unproduc- 
tive and  ,ntiusjve  ^  But  ^  ^  ofs3mconthem^t 

ami  the  fears  of  *o.ne  on  the  I^ft,  these  efforts  are  not  likely  to  lead 
to  the  crippling  or  destruction  of  the  welfare  state;  indeed,  if  suc- 
cessful, they  will  undoubtedly  conserve  and  strengthen  it 

During  the  past  decade,  however,  there  has  abo  been  another 
noteworthy  development  in  the  debate  over  the  welfare  state.  This 
more  subtle  but  nonetheless  critical  change,  which  has  been  promot- 
armies  and  intellectuals  on  the  Left,  amounts  to 
nothing  less  than  an  attempt  at  a  fundamental  redefinition  of  the 
very  purpose  of  the  welfare  state.  This  new  vision  of  the  purpose- 
ami  the  agenda-of  the  welfare  state  can  be  expressed  in  a  single 
phrase:  the  redistribution  of  income. 
Now  it  might  appear  that  sach  a  platform  would  be  nothing  new 
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for  American  liberalism,  but  merely  more  of  the  same  medicine  K 
b«s  been  prtscribing  foe  many  yews.  After  all,  the  United  States 
has  bad  a  progressive  income  tax  since  1913,  and  an  extensive  set 
of  sxxsal-iimiranee  and  welfare  program*  at  least  since  the  New  Deal. 
In  more  recent  years  tbe  scope  of  these  so-catted  income-transfer 
programs  has  grown  enormously,  and  therefore  tbe  United  States  is 
already  redirecting  a  vast  amount  of  income  from  its  richer  to  its 
poorer  citizens. 

But  while  the  principles  of  progressive  taxation  and  of  the  wel- 
fare state  have  come  to  be  almost  universally  accepted,  it  would  be 
a  serious  error  to  infer  that  tbe  American  polity  has  ever  embraced 
tbe  idea  of,  income  redistribution.  Properly  speaking,  a  policy  of 
income  redistribution  is  one  that  is  explicitly  aimed  at  reducing  in- 
equality in  incomes.  And  tbe  legitimacy  of  this  goal  has  never  been 
endorsed  by  tbe  American  people  or  their  elected  representatives. 
Tbe  progressive  income  tax  was  generally  justified,  not  as  a  means 
of  channeling  funds  from  the  rich  to  the  poor,  but  as  a  fair  distribu- 
tion of  the  tax  burden  according  to  tbe  taxpayer's  ability  to  pay.  Tbe 
rationale  was  not  that  after-tax  income  should  be  made  more  equal, 
but  rather  that  there  should  be  an  'equality  of  sacrifice"  among  the 
citizenry  in  meeting  tbe  revenue  needs  of  government  As  Walter  J, 
Blum  and  Harry  Kahen  Jr.  argued  in  their  classic  study  The  Uneasy 
Case  for  Progressive  Taxation,  progressive  taxation  was  originally 
able  to  become  a  "respectable  idea  in  our  society"  precisely  because 
it  was  justified  on  noo-redistributive  grounds. 

Similarly,  social-insurance  programs  were  meant  to  provide  a 
cushion  against  particular  contingencies,  and  welfare  and  other  anti- 
poverty  measures  were  intended  to  relieve  those  who  were  unable 
to  provide  for  their  own  needs  in  a  minimally  acceptable  fashion. 
But  one  can  easily  accept  the  principle  of  public  insurance  on  die 
one  hand  and  public  charity  or  relief  on  tbe  other  without  acknowl- 
edging the  propriety  of  governmental  eferts  to  promote  the  goal 
of  greater  equality  of  incomes.  And,  in  fact,  the  United  States  has 
adopted  an  impressive  array  of  policies  that  wind  up  transferring 
money  from  the  rich  to  tbe  poor,  but  it  has  never  approved  a  poocy 
of  explicit  income  redistribution.  J.  ft  Pole,  in  bis  recently  published 
The  Pursuit  of  Equality  in  American  History,  asserts,  "Not  until 
George  McCovern  became  a  Presidential  candidate ...  was  die  ques- 
tion of  income  redistribution  placed  oo  any  party's  agenda  for 
serious  political  consideration ..."  The  fate  of  McCovern's  "demo- 
grant"  proposal-and  of  his  candidacy-shows  how  far  the  Ameri- 
can public  is  from  accepting  tbe  legitimacy  of  income  redistribution. 
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dcl^^t^  J?  t"****0  t0  iaC°°*  ^*nbution  is 

^  """"^  "  C,Ui5toPbCT  J«^«.  whose 
e^ty  of  opportunity  ft*  animated  Preform  ^^Tn  ^ 

^r^T^.r  *  «*"  in»tnuWnt  ^  chapter  of 
/encks  book  features  the  following  conclusions: 

.-Hl^  pmWcm    » few  0^  ^ 

inequality  as  a  serious  problem , , . ,  income 

If  egalitarians  want  to  mofedfae  popular  aiDoort  inPnm<. 

tnbotwn,  oW  first  aim  should  be  tc^Zi^F9^  .  J*"?*  ^ 
but™  of  income  n               i  jtTfi 

unregulated  economy  and  that  there  is  no  realistic  w«y  to  alter  rfw-  J 
me  Federal  government  is  nmoiwihle  o*  ooIWar  th*       JT^  .  ) 

tt  is?  inMroe-  **  sirss 

tars.     -  *  ^  « 

noi«J5r  Waat  ««te«b«tioo.  we  win  not  only  have  to 

P^ethe  q"~Oon  of  income  inequality  but  alter  ^oSeTZt 

*bout  the  »«»  which  they  are  resnomiMefo,  *Z 

ne.ghbors  and  their  neighbor  fof  them.  fw  their 

It  i5  doubtful  whether  Jencks  esbortation,  have  had  much  of  an 
"npact  on  the  thhJdng most  Americans.  However^  ret^lT 
ttonsst  premise  has  made  considerable  headway  among  tbo*  di- 
rectly involvod  in  the  dfccu^  and  formula*!  7^t^. 
7eaS1"«  ^  ^ng  paid  to  the  distributional  Zas^ZZ 

t^ZZl^  "I  "  3  Srowin^L  that 

the  tuswbuboo  of  moome  »  a  proper  political  concern;  ^  there  is 
a  0Wxked  tendency  to  view  specific  public  pohcie,  „  }listrBed  only 
tf-whateyCT  their  other  effects-they  contribute  to  (or  at  least  do 
not  work  against)  a  narrowing  of  income  inequalities 
Consider  the  public  debate  about  the  prop>iety  of  some  form  of 

ZiZTu  ^    A    UCti°U?  fw  P""*  ««*e  tuition  for 

tftek  cbldren.  A  principal  argument  employed  by  the  opponents  of 
«**  a  policy  is  that  it  would  bring  greater  savings  tTthose  ta.v 
payers  »  the  upper  half  of  the  income  spectrum  and  thereby  make 
the  post-ta,  distribution  of  income  more  unequal;  moreover,  it 
would  result  in  some  ta*  reduction  even  for  tuition  paying  parents 
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who  are  at  the  very  top  of  the  income  distribution.  Thew  overall 
disrrir*itkmal  arguments  are  regarded  by  many  as  outweighing  **y 
specific  considerations  relating  to  the  tax  treatment  of  coBeg*  tui- 
tion whether,  like  boineownership,  college  attendance  *hould  be 
encouraged  by  Federal  tax  policy;  and  whether  it  u  fair  that  two 
otherwise  identical  families  (say,  with  incomes  of  $25,000)  should 
bear  the  same  tax  burden  if  one  is  supporting  two  children  in  col- 
lege (say,  at  a  cost  of  ».000  in  tuition)  and  the  other  has  no  college 
expenses,  in  a  wide  range  of  other  policy  areas,  there  has  been  a 
similar  tendency  to  give  greater  weight  to  overall  distributional  im- 
plications, especially  where  die  tax  system  is  concerned  Tax  policy 
is  increasingly  viewed  by  public-policy  experts  as  a  way  to  redis- 
tribute income,  rather  than  as  a  way  to  apportion  the  financial  sacri- 
fice citizens  must  make  to  support  their  government 

Tlx'  distinction  between  these  two  conceptions  of  taxation  is  nicely 
illustrated  by  another  quote  from  Jcncks'  Inequality.  -Americans 
have  a  strong  feeling  mat  once  they  have  'emte&  a  sum  of  money, 
it  is  theirs  to  do  with  as  they  please.  They  view  taxes  as  a  necessary 
evil,  not  as  an  instrument  for  making  the  distribution  of  income 
more  equal  "  This  appraisal  is  surely  correct  It  is  true  that,  insofar 
as  Americans  generally  endorse  the  notion  of  the  progressive  income 
tax,  they  accept  the  view  that  the  better  of  should  contribute  a 
somewhat  greater  proportion  of  their  incomes  than  the  less  well  off 
toward  defraying  the  cost  of  public  business.  Yet,  most  Americans 
still  adhere  to  the  traditional  conception  of  taxation,  according  to 
which  citizens  pay  a  si  we  of  their  own  income  to  provide  for  the 
common  expenses.  The  redistribution!*  view,  by  contrast  implies 
that  the  income  obtained  by  individuals  is  not  their  own  but  that  of 
the  society  as  a  whole  Hence,  in  assessing  the  rate  of  tax  on  an 
individual  the  government  is  deciding  not  how  much  of  his  own 
income  it  will  require  him  to  pay,  but  how  much  of  the  society's 
income  it  will  allow  him  to  keep.  And  if  it  allows  its  more  produc- 
tive citizens  to  keep  a  more  than  equal  mare  of  the  national  income, 
this  is  only  because  the  government  has  decided  that  allotting 
unequal  shares  will  promote  a  more  efficient  and  more  productive 
national  economy-not  because  the  more  productive  citizen  is  to  any 
way  entitled  to  a  larger  income. 

Jnsrtfyiag  leaTstiibutioa 

How  can  the  redistributiontst  position  be  Justified?  On  this  ques- 
tion Jencks  is  not  very  helpful.  The  only  theoretical  support  be 
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from  society").  But  fa  any  ca**,  arowaents  nr  ... , VT^  lL^T 
deMrabUta,  in  the  .h*™,        *r*WD*B»  «  ««wtk>us  about  the 

^^^^^^^^^ 
many  desirable  tbfag,  with  other  neooar's 

therefore  may  rightfully  be  thought  to  belong  to  society  as  «  whole 
Such  „  attempt  to  Aow  that  fadh*fad*  do ■SfciVtS 
^  dafa,  to  the  fa«o»e  they  have  earned  U  nJaT  ArZ 
C*un  into  Ecoatoy  «rf  TAa  %  J  tfc^ 

Wbutfon  to  be  lfa*ed  by  the  need  far  unequd  Income,  „  aTbt 

dBcfanC>r  Yrt  ****  moderate  tone 
and  his  unshed  admiration  for  the  dBcSy  of  the  marked  nT 
d-nfam.  Okun,  argument,  wholly  urafcruaTany  nj^^ 

25? UrmghSntog  of  facome.  He  find. 

he^L>u^rt^a^  Mpifaltaii  is  totally  tmpersuasive,*'  because 

d^JM^UfTmi0a  **X«Jled  manrfaatpro- 

d«ctivity  theory  of  dfMrit  tOoo,"  according  to  wfafahTo«fecX 
-J^ve ^market  VM  pay  worZ^nve3«he  v^of 
^  contribute  to  output-  He  point,  out  that  fa  ST«2 
Z£  hTZTl?  toi*rf«*«»  I-"*  ^  attribution  that 
faS^  ^if^  J*  *  PeTfeCtiy  nwket  from  bZ 

Aey  have  completely  undermined  the  «*e  f  or  granting  any  edricd 

crihque  founded  on  market  imperfection,  implicitly  assume,  that 
r^,^^         true  criterion  JZ  distibZTlnZ 

bthT^  ^Z*?  ?*  **™  to  be,  not  that  we  should 

bhthely ^overnde  the  distributional  outcome  of  real-world  maZ, 
bo*  that,  fa  the  interest,  of  justice,  we  should  strive  fa  nJHbo* 
market,  as  competitive  aa  possible. 
°k"n  Wlf  "PP^  to  realize  the  fasufflciency  of  the  critique 
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based  on  mark*  toif>erfec*loas.  Heow  he  p«c«A  to  cl»B«igB  *e 
fundamental  notion  that  rewards  corresponding  to  contributions  to 
productivity  are  fair  or  just  Ha  bunches  this  challenge  by  citing 
die  problem  of  toenuanty  of  opportunity:  The  eootribatiow  thirt 
people  are  able  to  make  ere  elected  by  the  unequal  materiel  and 
cultural  advantage*  that  they  derive  from  their  family  backgrounds, 
therefore,  competition  is  the  marketplace  is  unfair  in  the  same  way 
as  a  race  in  which  the  contestants  are  not  assigned  equal  positions 
at  the  starting  hue  t  t 

The  question  of  whether  and  to  what  extent  inequaBty  of  oppor- 
tunity vitiates  the  justice  of  unequal  rewards  is  *  camples  and  diffi- 
cult one.  But  inequality  of  opportunity  is  not  the  fundamental 
ground  on  which  cootemporary  advocates  of  redistribution  like  Okun 
choose  to  rest  their  case.  And  it  is  easy  to  see  why.  For  just  as  the 
critique  based  on  market  imperfections  implicitly  assumes  the  jus- 
tice of  rewards  distributed  by  a  perfectly  competitive  market,  so 
the  critique  based  on  inequality  of  opportunity  implicitly  assumes 
the  justice  of  market  rewards  insofar  as  equality  of  opportunity  pre- 
vail That  is,  it  assumes  that  once  the  starting  positions  for  all  con- 
testants are  made  equal,  justice  require*  that  rewards  be  given  ac- 
cording to  bow  well  one  performs  m  the  race.  Hence  this  critique 
suggests  that  the  best  way  to  achieve  economic  justice  would  be 
through  a  strategy  aimed  at  eliminating  the  factors  that  make  for  an 
unequal  start  (the  strategy  that  animated  much  of  the  Great  So- 
ciety). Any  attempt  to  correct  for  the  elects  of  meqoeKty  of  oppor- 
tunity simply  by  redistributing  income  from  high  earners  to  low 
earners  inevitably  would  unjustly  penaUw  or  reward  many  individ- 
uals-those  who  achieved  high  earnings  despite  leaser  opportuni- 
ties and  those  who  wound  up  with  low  earnings  despite  greater 
opportunities,  Moreover,  since  eeen  the  whohmtU  gUmbmtkm  of 
Inequality  of  opportunity  mould  achUfw  onuj  «  rehthxhj  smafl 
reduction  in  the  overall  inequaluy  of  income,'  the  critique  based  on 
inequality  of  opportunity  could  in  enu  case  ktettfu  no  more  than  a 
rather  modest  redistribution  of  income, 

Heacbaad  h»  cofleames  o&r  (be  i*?**™****™ 
that  family  b*ckp*3  espktas  ««»d  «f«^l*»J2*?Z?  IS 
Th»  implies  th*«r*tf  A»eric.  cooW  ^^^^^^^^"^ 
to  the  point  whew  they  were  no  greater  A*»  those  thu turn  srtoe  between >one 
brothel  -.other,  the  bast-pad  «ub  of  jll  msW  w<*tos  *^  * 
ing  900  percent  wore  Am  the  worst-p«*l  fifth.  Wa  mm*  ^^^f^ 
fame,  or  even  «b*t**talb  redoc*.  ta*-oroc  ^»^*^^1T^!^!L^ 
pnmding  cWmsn  (torn  A  walks  of  hfe  w«h  equal  ^JhTa 
h«ve  Ksd  rel-ively  equal  opportunity,  as  brothm  wusBy  b.ve,  thsy  snB  end 
up  with  very  nneqwsl  toeoam." 
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e^n  if  there  were  complete  equality  of  opportSy  with 

Ik  '  ?       *  *  n*ce**ur  to  explain  why  the  two  chief 

characteH^,  that  enable  some  to  W  l^elJoZ^^ 
supenoc  ability  and  superior  eSort^o  not  entad  .  I^Z^nm" 
to  the  fru,ts  of  the  success  they  bring.  OWs  d^cWofT 
moral  status  of  what  be  calfe  "natural  abilitie,"  «  rXl  ^J. 
but  hi,  view  seems  to  be  the  WW^u  "f^ 

^  P^-ctofthe^  C^^rSTt: 

ZZT£  <T  F«*"«»  Ok„n  leap.  cx^uZ  ,£ 

N. Sim**,  it  cT^^p^™^ 

It  is  worth  stopping  to  consider  for  a  moment  the  bizarre  meta 

Sstb.t2£i,> exprett<d  *  ^  fl-tjri 

held  to  be  flawed  because  some  human  being,      born  with 

Tf*  clear  implication  is  that  the  universe  would  be  much  inuS 
rf  the  eating  distribution  of  innate  abilities  were  <Z^Z  > 
sUuafcon  fa, which  the  innate  abilities  of  all  hZnXf  ahke 

hard  to  beUeve  that  Okun  would  really  colder  such  a  coodi«on 
of  universal  human  roedtocritv-wher«  thm. . 
n-^rf,  _  y.  wtvw  tftere  were  no  great  scientist,, 

or  art,^  or  econombts,  or  athletes,  or  state^nen-preferaWe  to  the 
umverse  that^actudly  exists.  A  more  Ukeiy  ^more  Z^Z 
SoTr°  ^  "*  P"" *  '*  ^t  Okun  was  ted  to  overstate  h* 
Potion  by  a  momentary  excess  of  egalitarian  zeal.  A  bit  later  in  fa, 

redress  Indeed,  by  turning  to  Rawls  we  can  see  a  much  more 
coherent  statement  of  the  viewpoint  that  Okun  is  here  trying* 

J?"  **WW*  TkeoTyf  is  the  mo*  ambitious  and  sophis- 

CtTn  ^  ^-^o»  of  Rawl,'  entire  tb^cTZ 
ture  is  the  premise  that  greater  natural  talent  or  ability  cannot 
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provide  a  moral  claim  to  greater  desert  or  ^JJ^^T 
Rawb  recognurs  that  the  "natural  distribution  [of  talents]  is  neither 

just  nor  unjust";  it  to  ^  *  ^ 
ever,  is  that  "inequities  of  birth  and  natural  endowment  are  un- 
deserved" (italic  mine).  Because  these  dulweoees  in  natural  abil- 
ity are  undeserved,  they  aw  said  to  be  'arbitrary  from  a  moial  point 
of  view."  Instead  of  exclaiming  against  the  -flaws  of  the  universe, 
Rawb  speaks  mo»  reasonably  and  precisely  of  the  arbitrariness 
found  in  nature"  or  the  ^arbitrariness  of  the  world"  But  the  con- 
clusion he  draws  from  this  to  essentially  the  same  as  Okuns:  Since 
superiority  in  natural  ability  is  undeserved  and  hence  arbitrary,  jus- 
tice calls  not  for  rewarding  those  endowed  with  superior  ability  but 
for  compensating  those  endowed  with  lesser  ability.*  In  short,  the 
redistributkmist  view  is  based  on  supplanting  an  etWcs  of  reutfrd 
in  favor  of  an  ethic*  of  redrwt*. 

Effort 

Before  esamining  the  claim  that  the  arbitrariness  of  the  distribu- 
tion of  natural  ability  justifies  an  ethics  of  redress,  let  &rst  cx>n- 
skler  how  Okun  and  Rawb  deal  with  the  other  human  characteris- 
tic that  allows  some  men  to  make  a  greater  contribution  to  produc- 

TjT— no.**  that,  tb,  vaqr  difceaat  ^J^™%2% 

!"d  f^;^^^^^^  they  «  ^J^- 

,t~**~«*«T  (resm  th*  inherit****  of  property  ******  <mmw***  ™"  "r*^7 

a«  W«t*  this  «bo  pom*  toward  a  Z^^^3&£d 

«  rewardmgmond  "K^<3i^^^Xdd  be  overridden  by  gov- 
dntr.but.on  Wk*  ""yj^^^^^^anto  botdtef  that  the  market 
emment  to  promote  greater  equality.  Hayes.  ^^^"^Tf^WdwJ  liberty 
dfctributton  has  m>  etbtenl  "HAty,  OMae  01  to*vWwd 

any  such  attempt  at  gowomenlal  .  _  , 

Havek  is  quite  explicit  te  asserting  that  '^^fL  J^T  Z^H  and 

He^ci  Ha^  ict.  of  ^rZZ^*^  rdt'e 
atkms  oi  justice,  but  upon  comiJeratiom  of  f,^«^fS  CL!S 
that  thle  view  is  not  only  mistaken,  but  is  bound  to  »f*vV'f>OTa'  ^7^3 

ol  in^  to  a  liberal  »u«  »^ 'J^J^™"  EZLZJtim 

deal  more  than  a  refutation  of  tba  redistrtbuttooW  critique,  tar 

Kope  of  this  arttek- 
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ttvity  Own  otbers-narnery,  effort  Okun  begins  his  discussion  of 
effort  sensibly  enough: 

Differences  in  incomes  that  are  associated  with  differences  in  effort  are 
generally  regarded  as  fair.  If  everyone  were  offered  the  same  hourly 
wage  rate  and  the  opportunity  to  work  M  many  boon  as  he  or  she 
chose  the  resulting ^  discrepancies  on  payday  would  be  understand, 
able.  In  fact,  it  would  seem  unfair  for  the  person  who  takes  more  lei- 
"•re  to  get  just  as  much  income.  Leisure  is  a  form  of  income  and  an 
dement  m  one's  standard  of  living:  thus,  a  sacrifice  of  leisure  must  be 
compensated  in  other  ways  if  fairness  is  to  be  achieved 

But  he  then  proceeds  to  muddy  the  waters  with  bis  subsequent 

paragraph: 

Extra  income  for  estra  effort  is  unquestionably  useful  in  providing  uv 
ceirfives  as  well  as  fair  compensation  for  parting  with  leisure.  TTbetwo 
roles  are  hard  to  disentangle.  When  the  fairness  issue  »  viewed  in  a 
broad  and  searching  contest,  some  difficult  questions  arise.  Shouldn't 
society  be  capable  of  tolerating  diverse  individual  attitudes  toward 
•vork  and  leisure?  Would  society  really  want  to  starve  those  who  might 
conceivably  have  lazy  genes?  Suppose  for  a  moment  that  incentives 
are  not  relevant.  If  the  total  input  of  effort  were  completely  unaffect- 
ed, would  wciety  want  the  beachcomber  to  eat  less  weQ  than  his  fel- 
low citizens,  including  others  who  do  not  work,  such  as  children,  the 
elderly  and  students  on  fellowships? 

It  is  hard  to  find  in  this  "broad  and  searching*  view  any  principle 
that  casts  serious  doubt  on  Okun's  earlier  contention  that  fairness 
requires  greater  rewards  in  return  for  greater  effort  (or  a  greater 
sacrifice  of  leisure).  Society  is  likely  to  be  capable  of  "tolerating 
diverse  individual  attitudes  toward  work  and  leisure"  precisely  to 
the  extent  that  it  is  not  expected  to  reward  them  equally.  One  hesi- 
tates to  believe  that  Okun  means  his  remark  about  "lazy  genes'*  to 
be  taken  seriously;  but  in  any  case,  the  work!  has  probably  never 
seen  a  human  being  whose  genes  were  so  lazy  that  be  chose  to 
starve  rather  than  to  make  an  effort  to  earn  a  living.  As  for  Okun's 
final  question,  all  modem  sodeties-capiulist,  socialist,  or  whatever 
-do  hold  that  men  who  possess  the  capacity  and  opportunity  for 
productive  ( or  otherwise  useful)  work  yet  refuse  to  perform  it  have 
no  moral  claim  upon  the  society's  resources.  And  be  has  offered  no 
argument  that  would  establish  such  a  claim  independently  of  work 
or  effort. 

Despite  all  the  attention  he  gives  to  society's  distribution  of  in- 
come and  wealth,  Rawls  has  almost  nothing  to  say  about  the  human 
effort  that  produces  them.  At  one  point,  however,  be  puts  forth  a 
somewhat  more  refined  version  of  Okun's  "lazy  genes"  argument: 


BEST  Copy  15B 

ERIC 


154 


B^mced  by  his  natural  ability  and  skills 
^ The  better  endowed  are  —  likely.  other 

consdenuousH/.  and  there  seems  to  be  no  way  to 

that  the  willingness  to  make  •  greater  effort  »  ""^T™ 
grater  nature  ability.  For  it  would  i^  ^^^  t- 
gVeater  neural  ability,  has  no  moral  chum  to 
Lad.  according  to  the  ethics  of  redress,  les*.  effort^  W«tesser 
natural  ability  is  entitled  to  be  compensated  ,or,  in  effect,  re- 
^)  Thm  the  person  who  works  1-rder  is 

over  what  others  have  produced.  The  moral  aosorenry  « 

"  S  to  deny  the  .oral 
matcn,l  rewards  only  by  ignoring  the  f*Cf 

first  pWe  onto  by  human  etfort.  Ubor  or  efort  is  the  buma,TT 
S  JXauLfits.  And.  all  other  things  being  equal  it  is  clearly 
nfTr  "d  istXte  equal  benefit,  to  those  who 

*£L  even  a  ^^1^^  5^ 
redress  in  regard  to  unequal  natural  abUtoes  wouw  '  , 
^ua.  reward,  be  allotted  only 

( in  Okun's  words,  "If  everyone  were  offered  the  same  hmtfy  wag 
£  and  the  opportunity  to  work  ««^"«  ^rsto^'. 
the  resulting  discrepancies  on  payday  would  be  uod^^^ 
In  lZ  it  would  seem  unfair  f or  the  person  who  takes  n^l^ 
L  as  much  income")  And  if  such  a  eoumumity  whether 

.commune,  or  a  kibbutz,  or  a  political  •f^f^Tj^ 
-orieinal  positron")  determined  to  share  its  material  benefits  in  com- 
wTlHndoubtedly  require  that  its  member,  also  assume 
a  fair  share  of  the  common  labor. 

Natural  aMBtr 

Neither  Okun  nor  Rawb,  then,  succeed,  in  discrediting  the  propo- 
that  those  who  are  more  productive  ^  *^ 

T£*m*.  *  other  things  ^«^»^£Z 
mat(.rial  ^ards.  But  now  we  must  consider  the  claim  of  those  ww 
"  Ze  p^ive  because  they  are  blessed  with  greater  natural 
ZZlI^XL  ^  case  of  two  men  living in  what  economy 
S„  to  as  a  "Robinson  Crusoe  economy"  (and  philosopher,  have 
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^eda  state  of  nature*).  Now  auppo*,  At  each  of  these  men 

to^r  dtfering  natund  abilities  «  builders,  one  produce, 
is  able  to  Hvb  io-quite  •  comfortable  liabitetfon.  while 
the  other  produce,  an  adequate  but  fa*  derirtble  shelter*  In  ^ 
weakb  be  unequally  -distributed-  (by  nature  itself) 
•coordJng  to  "undeaerved"  differences  In  natural  ability.  Hen,  u  a 
clear  instance  of  what  Rawb  mean,  by  the  "arbitrariness  found  in 
"•Ju^But  what  possible  moral  Justification  could  there  be  for 
«*drr«tog  this  natural  distribution,  or  holding  that  the  lew  talented 

!Ta  JT^.*  *  *V*      ""^  by  the  more  tafent- 

ed?  And  if  such  a  justification  doe*  not  exist  in  a  "Robinson  Crusoe 

^TY '  P2?  "  'r^lTP^  m  "^economic, 

•octet  or  political  relations  does  it  aiddenly  become  valid? 

b«ring  his  d  ,«ne  on  a  version  J  the  sociaWract  theory  («, 
agreement  that  "free  and  rational  persons  concerned  to  further  their 

the  fundamental  term,  of  their  asaodatioo-),  be  impbes  that 
tte  crucial  change  comes  about  when  men  enter  political  society 

nUm^^  *  M  *odety,  according  to 

Rawb  will  ndude  adherence  to  the  "difference  principle,-  which 
as  he  formulate,  it  specifies  that  "social  and  economic  inequalities 
are  to  be  arranged  so  that  they  are  to  the  greatest  benefit  of  the 
wait  advantaged . .  * 

Now,  ftewb  says  of  the  difference  principle  that  it  "reprints,  in 
«*ect,  an  agreement  to  regard  the  distribution  of  natural  talents  as 
a  common  asset  and  to  share  in  the  benefits  of  Af,  distribution  what, 
rr!!  001  to  **"  ™»  "^Hectrrianon"  of  ^dividual  natural 
telents  is  obviously  of  material  advantage  to  the  teas  talented,  but 
how  can it  be  considered  fair  to  the  more  teJented?  Bawb*  answer 
essentially  boils  down  to  repeating  his  assertion  that  the  more  teJ- 
ented do  not  deserve  their  greater  natural  gifts  in  the  first  place, 

'Tfca isyawgfc  fs.  of  cow,  intenetotwiBv  constracted  In  nch  a  war  that  the 

tz  n^"*1"  *•  — *  *« «~  <™  -is  s£?ss 
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hence  they  r«ve  no  cause  for  cornptemt  But  ^  ^  ^ 
served  natural  talents,  whose  consequences  are  mtobfectionabto  to 
a  state  of  nature,  require  rectification  or  redre*  m  poMtical  s**ety  ? 
The  closest  thing  one  feds  to  aa  answer  to  thii  question  b  the  fol- 
lowing passage: 

Bat  the*  to  no  nec***y  for  men  to  resign  Xhmtmhm  *  dm  conttu- 
gmcies  lie.  the  arbitrary  distritmttou  of  natural  talent*  Vm  roctol 
system  to  not  an  unchangeable  order  beyond  human  control  bat  a  pat- 
twn  of  human  action.  In  Justice  m  fairness  men  agree  to 
•aether's  fste.  In  designing  testations  they  amterteke  to  avail  them- 
.ekes  of  the  accidents  of  netem  and  social  drcamstance  otey  wm» 
doing  so  to  for  the  common  benefit. 

What  Rawis  seems  to  be  saying  here  to  that  in  political  society 
men  are  not  bound  by  the  arbitrary  dtopensatkms  of  nature  P«*isely 
because  they  have  the  power  to  alter  them,  or  at  least  their  elects. 
Men  can  coDecttveh/  design  the  towtitutton*  and  irnpterwnt  the 
conception  of  fairness  that  th*y  choose.  And  that  conception  of  farr- 
ness  need  not  be  based  on  a  oonstoteration  of  men  m  nature  has 
actually  made  them;  instead,  it  can  and  should  be  baaed  on  •  con- 
sideration of  men  that  abstracts  from  the  difetenoes  that  nature 
has  established  among  them.  Social  Justice  cannot  take  its  guidance 
from  human  nature.  It  most  improve  upon  and  correct  nature,  by 
talon*  a  moral  starting  point  which  to  above  or  prior  to  the  arbitrari- 
ness of  the  real  world. 

Is  it  possible,  however,  for  human  justice  ever  to  attain  a  starting 
point  that  is  totally  free  of  the  arbitrariness  of  the  world?  Hawk  him- 
self  to  forced  to  confront  this  problem  when  he  poses  the  question 
whether  our  conduct  toward  animals  should  be  governed  by  bis 
principles  of  justice.  ( For  after  ai,  is  It  not  mendy  a  costfingent  f art 
of  nature  that  we  are  born  human  beings  rather  than  members  of 
some  other  species?)  Bawls'  answer  is  that  human  beings,  as  op- 
posed to  other  living  things,  are  emitted  to  equal  Justice  because 
they  possess  the  -capacity  for  moral  personality"  Having  or  not 
having  this  capacity  is  said  to  be  the  "only  contingency  which  is 
decisive"  in  detennining  who  is  entitled  to  just  treatment  More- 
over, the  common  possession  of  this  capacity  by  all  men  constitutes 
the  basis  of  human  equality,  which  thus  is  -supported  by  the  gsn- 
eral  fact)  of  nature  "  At  the  deepest  level  of  his  own  theory,  then, 
Rawls  in  effect  concedes  the  impossibility  of  wholly  pushing  beyond 
the  limits  imposed  by  brute  natural  facts.  For  the  underlying  human 
egalitarianism  of  Rawls  doctrine  cannot  itself  escape  being  founded 
on  what  is  arbitrary  and  contingent 
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"•tow!  facts  that  ditWug^ih  m  hmom  beta*  ham  JwT! 

wbere  »  ri^vtxis  application  of  tbeae  pre,**,  £T  r^uJ 
port  ArfaopW  toTlZL 

by  female  govern***,  which  e*»btobe»  a  new  egalitarian^** 

,   °»»wMCMwgtver,  twpomfa  with  a  decree  MMfcfag       ,  i  

**b  an  ugly  woman  onto*  being  pennittod  to  A^JLTTi!^ 

^1^°  nM*  ****  Mr  when  tbafr  doing  »  benXS 
""MvantagedaawtiL* 

ffcb,  tU  feitoMar  folk,  wfcp  M  „2K,£2  T1£remM* 
^mmTSmViZZ  ST-S  ^?  «°  '»fc<WB,  accepted  (tw  m&Um**. 

r  All Tni I  —  -        ■'  ""W^**-*. 
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&»  of  wxuel  inwards.  If  the  dtetrilwtkm  of  natural  gifts  is  to  be 
regarded  i  »  "common  onf  whoso  benefits  aw  to  bo  shared by 
aH,  why  should  those  human  being*  who  are  beautiful  or  otherwise 
well  endowed  be  allowed  to  enjoy  the  "uwleserved"  sexual  benefits 
th*  few  from  thoee  creaaties  *bitrerily  allotted  to  the*  by  nature? 
And  why  dwobJnt  tboee  who  haw  the  mfafortuoe  to  be  bora  ogty 
be  compensated  apantbng  to  die  dictates  of  the  "ethics  of  redrew"? 

And  whet  abont  children,  the  pwdnctt  of  .eaueJ  union?  In  a  so-  .  ( 
cicty  cotnxned  oi  f enniies,  there  ere  some  couple,  that  very  muc*  ♦ 
deche  to  have  children  but  am  unable  to  have  any.  while  otber 
couples  enjoy  an  abandonee  of  children.  Why  area*  the  "undeser- 
vedly" childless  couples  entitled  to  be  cnmriemafod  for.***  «r-. 
bitrary  misfortune  by  being  given  man  of  d»  chlldintfoftlie  mow 
prolific?  Again,  why  not  go  further  con?  Became  of  genedc  inheri- 
tance, parents  with  greater  natural  advantages  tend  also  to'hqw» 
children  with  greater  natural  gifts,  and  thereby  to  enjoy  the  Renter 
satisfaction  that  tome  talented  children  often  bring.  Why  not,  then, 
distribute  children  in  inch  *  way  M  to  ijlinieiifr  the  bnpuct  of  this 
-undensrved*  benefit?  But  even  an  fanpartial  dirtrfbuiian  of  children  - 
among  ag  sets  of  parents  would  leave  tboee  children  who  were  ,  - 
placed  in  "better"  homes  undeservedly  and  unfairly  fanned  over  , 
those  who  wan  pbced  in  *wo«o"  lunno*.  Onh/ the  abottotfof  the 
family  as  en  institution  for  raising  children  would  nppenr  capable 
of  meeting  the  Rawbian  standard  of  fairness.  • 

At  one  point  to  A  Theory  of  after  noting  that  -thefanah- 

wiH  lead  to  unequal  chancer  between  individuals,"  Hawk  espJWth/ 
poem  tire  ojuestton,"*  the  ft^  to 

Taken  by  KreH  and  given  a  certain  primacy,  the  idea  of  equal  op-; 
portunity  teebnes  in  this  direction.  Bet  within  the  contort  of  du> 
theory  of  justice  ns  a  whole,  there  is  iun*h  lem  ingnncy  to  taJ»  this 
course."*  And  of  course  Rawh  chooat*  not  to  take  tfab  courte.  Like 
Ins  f  eBow  indistributloubts,  he  does  not  seam  to  be  disturbed  by 
"undeserved"  htoojonllttei  in  the  ipbere  of  marriage  end  the  family 
except  insofar  as  there  ere  productive  of  inequalities  of  income  and 
wealth.  And  even  where  such  inequalities  of  income  and  wealth  do 
result,  the  Rawbian  strategy  is  eot*to  attempt  to  eliminate  dear 
causes  but  rather  to  attempt  to  mitigate  their  elects  (through  re- 
distribution). The  hallmark  of  the  radical  rejection  of  inequahty 

'Thtrt  f»  »bo  •  mhm  crypnc  ta  ,A,  T*f^^/~**  * 

^mri^'eageato'nriicy  tSSkfm  to  ato*t  w»t«M  Wed  to  soctol  legutattoa 
of  tonnage  md  dmanerteg 
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*^^«*»*«-  B*  despite  the  radical  egalitarianJsm  oftLfr 
etMcel  premises,  our  presently  nNfatributtoaJsts  want  no  past  of 
oommiffltea.  Not  only  are they  perfectly  conte*  to  leave  the^W 
1^  fa"**  intact,  but  they  even  shrink  fn»  advocating  a  com- 

far  »ort  at  »  demand  for  equity  of  income  or  wealth. 


Why  are  our  «dfaWbuttonl*  so  ^noderato-  with  «p«  to  their 
<8*nda  for  egahtariaa  political  reform?  IT*  «*w  *  to  be  f ouod 
ay  mitigating  the  principle  that  they  accept  m  permitting  (or 
«q«W»g>  a  Unable  limitation  on  reto*^*Z^cL 
tZLT!*'  Ia  °kaOS         *•  Ftodple  is  dearly 

flj  r*oVo#.  It  b  for  the  sake  of  ecuea^anWy^hTofam  U 

^*^why«hoaldwebetoc^^ 
<*»cy?  Ofam  explains  the  justtfiation  for  making  this  "tradeoT 
as  fouW  In  pursuing  rocfa  a  goal  {U„  complete  economic  equal- 
ity ,  society  would  forego  any  opportunity  to  use  material  rewards 
Z  to  production.  And  that  would  lead  to  inefficiencies 

that  would  be  harmful  to  the  welfare  of  the  majority.  Any  insistence 
on  carving  the  pie  into  equal  slices  would  slirink  the  si»  of  the 
<£.  Thus  economic  efficiency  i,  to  be  valued  because  it  Increases 
the  welfare  of  the  majority  -  And  welfare  is  to  be  measured,  it  ap- 
pears, in  strictly  economic  torn*-*  larger  slice  (in  absolute  terms) 
of  economic  pie"  constitutes  greater  welfare 

J°  IT. ^Z** tW,deor  fc        •  ^cbange  between 
equality  and  uwoWl  The  pursuit  of  economic  equality  is  to  be  com- 
pm.ni«d  or  abandoned  when  it  would  lead  to  unacceptable  reduc- 
tions in  nsost  people's  wealth.  But  as  Ofam  presents  it,  there  is  a 
strange  imbalance  between  the  two  rides  of  Us  tradeoff  equation. 
Equality  is  presented  as  an  ethical  principle,  while  efficiency  (or 
wealtb)  is  treated  merely  as  a  practical  or  pragmatic  amafcferatfoo. 
Mis  a  curious  sort  of  moral  reasoning  that  allows  practical  con- 
riaerattons  to  be  weighed  equally  in  the  balance  with  ethical  ones. 
We  would  hardly  approve  of  the  conduct  of  an  individual  who  was 
just  only  when  acting  justly  was  compatible  with  preserving  bis 
wealth.  Why  should  we  be  any  more  approving  of  a  society  that 
acts  in  this  way? 
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Here  again  w  cm  Sad  i  mate  fophttticeted  fnsHacatfcw  of 
ttm'i  essential  position  by  taming  to  Bnwfc.  15*  groands  on 
which  Raw**  legitimtxa  topping  well  mort  of  complete  economic 
equality  are  Intowdted  ta  bb  "dtftow  principle"  (whkfa  font 
port  of  his  second  principle  of  Justice).  As  noted  earner,  the  <h*er- 
ence  principle  requires  that  "social  and  economic  meqnafcties  are 
to  bo  arranged  m>  that  they  ore  to  the  greatest  benefit  of  the  least 
advantaged."  What  Rawb  mean*  by  thU  it  that  departure*  from  the 
standard  of  equal  distribution  of  economic  good*  me  permissible 
only  if  they  make  the  least  advantaged  (La,  pooiest)  man  wealthier 
than  be  would  be  if  the  distribution  were  made  more  equal.  The 
way  an  unequal  distribution  cm  achieve  this  rwuk  is  by  offering 
incentives  that  promote  productivity  and  thereby  increase  the  sine 
of  the  society's  total  economic  product  So  for  Rawb,  as  for  Okust, 
economic  justice  ohimatery  comes  down  to  a  tradeoff  between 
equality  aod  wealth  (though  Rawb  makes  the  focal  point  of  the 
tradeoff  the  least  advantaged  members  of  the  society  rather  than 
the  majority  or  the  society  as  a  whole)* 

In  die  structure  of  Rawb'  theory,  the  goal  of  maitoirtng  individ- 
ual wealth  b  actually  prior  to  the  90a!  of  aouoJity,  For  Rawb'  prin- 
ciples of  Justice  are  conceived  of  as  thorn  principles  that  would  be 
chosen  in  a  hypothetical  'original  position"  by  "free  and  rational 
persons  concerned  to  further  their  own  interests."  Through  die  de- 
vice of  a  "veil  of  ignorance,"  Rawb  imposes  strict  limits  on  the 
knowledge  available  to  the  parties  in  the  original  position,  but  one 
thing  they  do  know  b  that  they  wish  to  moxtahw  their  share  of 
certain  'primary  goods,"  including  wealth.  So  from  their  very  in- 
ception, the  Rawbian  principles  of  justice  hare  as  an  essential  aim 
the  itiajdinfaatfeii  of  individual  woalrk  (The  initial  standard  of 
equal  distribution,  and  its  subsequent  sswdMcalinfi  to  aflow  those 
inequalities  that  improve  the  aoonon* 
tagsd,  are  supposedly  choseao^tMCMW 
any  in£cath»  of  what  hb  own  posttto  in  the  distiihulion  will  be, 
and  thus  no  one  want*  to  take  a  chance  on  being  too  badly  off  in 
the  event  that  be  should  happen  to  come  out  at  the  bottom  of  the 
income  ladder.) 

>,  The  priority  of  the  goal  of  maximizing  individual  weald)  over  the 
goal  of  economic  equality  is  strikingly  reflected  in  the  practical  con- 
sequences yielded  by  an  application  of  the  difference  principle.  Let 
us  take  die  example  of  a  society  that  enforces  strict  economic  equal- 
ity and  where  everyone  has  an  income  of  18,000.  Now  let  us  assume 
that  by  allowing  some  people  to  earn  up  to  125,000,  we  wiQ  increase 
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members  of  the  society  have  an  income  of  $0,000.  And  then  top- 
poee  that  by  increasing  the  meriemui  allowable  income  to  f  1  m£ 

f2S^f*J,<      **•  «*■»■*  would 

J-jJf**  »V  *•  ptedple.  Indeed,  that  ,>rfadpk  would 

T  m°*t  •Mrroow  fc*00*  *««q««hty  *  it  were  to  produce 
merely  the  tiniest  increment  in  the  income  of  tfac  poorest  class.  So 
there  can  be  no  doubt  that  for  Raw*  (as  for  Okun)  economic 
equality  hat  only  the  moat  subordinate  status  when  weighed  against 
the  maximization  of  weahh. 

Ith  only  in  this  Bght  that  one  cm,  properly  appreciate  the  «- 
traoniaary  role  played  in  Haw*  theory  of  justice  by  economic 
Recall  that  Raw*  absolute*  refuses  to  allow  mat  those 
^^"^r^ «*tribouo»  oW  greater  economic 
™™d*.  Yet  his  difference  principle  nonetbdeai  affirms  that  it  is 
tu*  to  grant  them  greater  economic  rewards  War  as  these  serve 
l^T^l  ^T*""  to  increase  their  cootribotJom  in  ways 
Aat  «hbn«ely  benefit  the  dtadvmm^  fa  od«r  worda,  n=c«d^ 
to  Rawb  justice  requires  that  the  more  productive  receive  rewards 
that  they  do  not  oVamw. 

This  points  to  the  profound  inconsistency  that  besets  the  red;s- 
tributtooJst  position  in  its  attempt  to  embrace  simultaneously  both 
radical*  egalitarian  ethkal  premises  and  economic  incentive*.  To 
deny  that  individuals  deserve  to  enjoy  the  fruits  of  their  effort,  and 
"  to  ^  ^  P°"«rful  principle  c4  human  justice 
which  holds  that  each  is  entitled  to  what  is  bis  own.*  It  i,  hardly 
less  radical  a  denial  of  the  right  to  one  ,  own  than  would  be  the 
taking  away  from  parents  of  their  own  children.  And  as  such,  it 
entails  the  most  extreme  sort  of  invasion  of  the  private  sphere  and 
the  rights  of  the  individual  in  the  name  of  the  public  and  communal 

The  denial  of  this  principle  would  be  understands  in  a  doctrine 
that,  aiming  at  a  profound  transformation  of  human  nature,  sought 
to  erase  men's  attachments  to  what  is  private  and  to  refocus  them 

hHSF  tL  Z£^J7??;  T*  bas  an  e^al  right  to  *km*  with 

?SSL  W«  body        At  work  ot  hn  Wf,  »,  JTl  T 

properly  the  tociety  *  as  a  whole."  m 
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wholly  upon  the  public  (whether  in  the  benign  manner  of  die 
Israeli  kibbutz  or  the  barbaric  manner  of  Pel  Pot's  Cambodia).  Bat 
this  is  surely  not  the  kind  of  thing  our  rcdistributioaist*  have  in 
mind.  Their  devotion  to  maximizing  individual  wealth  and  their 
consequent  championing  of  economic  incentives  are  inevitably  cal- 
culated to  foster  self  -interest  and  attachment  to  private  goods.  In 
this  light  it  is  not  surprising  that  Rawl*  turns  out  to  be  almost  as 
great  an  admirer  of  economic  efficiency  and  of  markets  as  Okua  is, 
The  prevailing  spirit  of  both  of  their  doctrines  is  profoundly  bour- 
geois and  capitalistic.  Indeed,  one  suspects  that  both  their  hope  and 
their  expectation  is  that  a  wciety  structured  in  accordance  with  their 
principles  would  not  be  terribly  different  from  the  United  States  as 
it  is  today.  They  want  all  the  benefits  that  come  from  a  bourgeois 
liberal  democratic  order,  but  merely  wish  to  improve  upon  it  dnough 
a  kind  of  egalitarian  "fine-tuning"  aimed  at  bringing  about  a  mut* 
equal  distribution  of  income  and  wealth. 

udnm  ngM*  mm  punt  wewy 

Yet  the  moral  bads  of  Rawts  and  Okun  •  economic  egafctarianism 
is  incompatible  with,  and  destructive  of,  the  moral  basis  of  a  liberal 
society.  The  moral  and  political  tradition  that  animates  liberal 
democracy  is  founded  cm  the  notion  that  the  rights  of  the  individual 
are  prior  to  the  claims  of  society -indeed,  that  the  protection  of 
those  individual  rights  is  the  very  goal  of  political  society.  Liberal- 
ism does  not  merely  recognise  that  principle  of  justice  which  holds 
that  each  man  is  entitled  to  what  is  his  own;  it  seeks  to  extend  and 
e\alt  this  principle,  imparting  to  the  private  sphere  a  sanctity  far 
greater  than  it  enjoys  in  any  other  political  doctrine.  Liberal  society 
leaves  each  man  free  to  devote  himself  to  the  pursuit  of  bis  own 
happiness;  in  particular,  it  promotes  the  pursuit  of  economic  self- 
interest.  In  Locke's  phrase,  it  aims  "by  established  laws  of  liberty 
to  secure  protection  and  encouragement  to  the  honest  industry  of 
mankind . .  T  And  the  bedrock  moral  premise  of  a  liberal  society 
is  that  those  who  devote  themselves  to  "honest  industry"  are  entitled 
to  reap-in  the  form  of  private  property— the  economic  rewards  that 
it  brings, 

By  contrast,  the  redtstributkmist  view,  in  holding  that  individuals 
do  not  deserve  the  economic  rewards  that  are  the  fruit  of  their  own 
talents  and  efforts,  and  that  the  goods  produced  by  their  Tiwiest 
industry"  are  instead  the  "common  asset"  of  society  as  a  whole, 
totally  undermines  the  moral  foundations  of  private  property,  and 
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tW",lil  «*  And  the  consequences  of  such  a  view 

arenot  merely  theoretical  ones.  As  Jencks  make,  clear,  the  «xfc- 
tributionist  position  requires  that  society  "pofctkize  the  question  of 
income  inequality.-  For  if  individuals  have  do  moral  daim  to  the 
private  property  they  obtain,  it  if  up  to  the  government  to  deckle 
how  it  should  be  distributed.  Now,  it  would  be  one  thing  if  under 
the  new  dispensation,  the  distribution  of  income  and  wealth  were 
to  be  determined  by  a  benevolent  despot  applying  the  "difference 
principle-  and  carefully  weighing  the  longer-range  benefits  that 
would  accrue  from  varying  degrees  of  economic  incentives.  But  in 
a  democracy,  distributional  decisions  will  be  the  subject  of  the  most 
uitense  political  controversy,  with  each  citizen  in  effect  casting  a  vote 
about  bow  large  his  own  share  of  the  society's  income  and  wealth 
should  be.  And  since  the  potentially  adverse  long-range  effects  of 
reducing  incentives  will  necessarily  remain  speculative,  there  is 
likely  to  be  a  tendency  to  cut  down  the  share  of  the  better  off  first 
and  worry  about  incentives  later. 

Moreover,  if  people  really  come  to  believe  that  no  one  deserves 
the  income  be  earns,  the  case  for  incentives  by  itself  is  bound  to 
look  morally  suspect,  particularly  when  it  is  a  question  of  increasing 
them.  To  argue  that  those  who  are  already  better  off  should  be 
granted  still  greater  incentives  to  make  them  produce  more  will 
then  resemble  arguing  that  the  rich  should  be  given  a  wholly  un- 
deserved bribe  paid  out  of  the  pockets  of  the  poor.  Under  such 
circumstances,  it  would  not  be  at  all  surprising  if  the  poor  decided 
that  even  if  their  own  incomes  were  to  suffer  (from  the  general 
low  of  productivity},  they  would  prefer  this  to  paying  so  offensive 
•  bribe.  (One  cannot  extrapolate  from  the  relative  self-restraint 
shown  by  democratic  government*  in  slmiUt  matter*  today,  because 
that  self-restraint  is  in  large  part  precisely  a  product  of  the  belief 
that  individuals  do  deserve  what  tbey  earn  and  that  taxes  are  a 
necessary  evil  rather  than  a  mechanism  for  redistribution.)  In  any 
case,  just  the  uncertainty  about  the  safety  of  one's  wealth  and  the 
prospects  of  one's  future  income  caused  by  the  poll  taxation  of  the 
distributional  issue  would  be  bound  to  have  a  deleterious  effect  not 
only  on  incentives  but  also  on  the  general  feeling  of  political  and 
economic  security  enjoyed  by  the  citizenry.  H  this  sense,  at  feast, 
the  shelter  of  the  private  sphere  would  be  severely  threatened. 

But  this  is  far  from  being  the  only  danger  to  the  private  sphere 
implicit  in  the  redistributive  ethic.  Jencks  says  that  in  order  to  have 
redistribution  we  must  "alter  people  s  basic  assumptions  about  the 
extent  to  which  they  are  responsible  for  their  neighbor*  and  their 
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neighbors  foe  them."  He  presumably  has  to  mind  here  primarily  a 
brightening  of  people's  feelings  of  mutual  solidarity  and  benevo- 
lence. Yet  so  long  as  the  maximization  of  people's  wealth  remains 
a  fundamental  goal  of  the  society,  it  U  likely  that  their  feeaogsof 
reciprocal  responsibility  will  take  a  less  attractive  form^For  if  the 
aocJety's  wealth  is  regarded  as  a  common  product  of  which  evety- 
one  is  entitled  to  a  generous  share,  the  economic  weB4>eing  of  each 
individual  becomes  directly  dependent  upon  the  behavior  of  his 
fellow  citizens. 

In  the  first  place,  this  is  likely  to  lead  to  heightened  public  con- 
cern about  who  is  admitted  to  citizenship.  It  is  one  thing  for  a 
t  ,ntry  to  accept  unskilled  immigrants  (say.  Vietnamese  refugees) 
when  it  is  essentially  up  to  them  to  "make  if  economically  on 
their  own;  but  it  is  a  very  different  matter  if  they  are  inmiediateh/ 
and  perpetually  entitled  to  draw  upon  a  sizable  share  of  the  society  s 
resources.  Similarly,  fears  about  adding  to  the  number  of  unproduc- 
tive people  in  the  society  could  lead  to  attempts  to  restrict  child- 
bearing  on  the  part  of  those  who  are  thought  incapable  of  raising 
children  to  be  useful  contributors  to  the  nation's  wealth.  Moreover, 
there  would  be  a  strong  tendency  for  the  public  to  impose  some 
work  requirements  upon  those  living  off  the  common  wealth  without 
making  what  is  deemed  an  adequate  contribution  of  their  own 
efforts.  Or  there  might  be  an  attempt  to  regulate  the  ways  in  which 
the  beneficiaries  of  redistribution  spend  their  money  (designed,  for 
example,  to  make  sure  they  do  not  buy  luxury  items  while  stinting 
on  the  needs  of  their  children).  Public  money  is  seldom  disbursed 
without  any  strings  attached,  and  if  everyone  comes  to  be  viewed 
as  a  recipient  of  society's  benefactions,  it  is  only  to  be  ejected 
that  they  will  be  subjected  to  greater  pubuc  accountability  regard- 
ing the  details  of  their  private  Uvea.  In  short,  it  is  difficult  to  see 
how  the  private  sphere  can  retain  its  autonomy  when  wealth  is 
regarded  as  communal  The  practice  as  well  as  the  premise  of  re- 
distribution would  be  incompatible  with  liberal  society  as  we  know 


it 


A  final  were 


By  way  of  conclusion,  it  is  worth  re^mphasizing  the  vital  dis- 
tinction between  redistribution  and  social-welfare  programs.  Social 
insurance  and  assistance  to  the  needy  can  be  regarded  as  legitimate 
functions  of  the  public  sphere,  properly  supported  by  public  reve- 
nues The  obligation  of  citizens  to  pay  taxes  to  finance  the  legitimate 
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of  government  has  never  been  doubted  by  the  Hberal  tradi- 
tion. Financing  p«bh>w«ifaw  «rpenditures  with  tax  dollars  in  no 
way  conflict!  with  the  notion  that  people  l»ve  a  right  to  what  they 
««•,  and  that  their  own  property  k  genuinely  private.  But  a*  social 
program,  grow  larger  and  mm  complex,  «  j,  ah*  too  easy  to  make 
the  mistake  of  regarding  redbtribotton  as  a  k>gicaJ  extension  of^or 
fT,^  1^  «*  «tto*Oliteg-«he  wejfn  vending  of  the 
liberal  state.  This  k  an  error  to  which  economists  ore  particularly 
prone,  given  their  penchant  for  focusing  on  economic  effects  (i.e. 
Wmud.isbeii^tranrfer^ 

dpk*  (U ,  on  what  groonds  the  money  i,  being  tronsferred).  Yet 

*°  ?W,e,,,e  ***  *  Prindple  b*"*eo  *•  welfare  state  and 
the  redirtribotive  state,  which  can  be  crossed  only  at  the  grow* 
peril  to  a  liberal  political  order  ***** 
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Goolo  *>d  Purposos       Social  Wolfaro  Exponditura* 


Robert  J.  U^MD 


Jim*  1980 


Thl*  papot  woo  prepared  for  th«  Hiddlebury  Collar  Coef.ronce  on  Walfara 
2fo«TSrll  17-19.  1980.    Tb.  march  «•  fusd«d  1«  part  by  fun*  grant.d 
co  dM  iMClCttM  for  «*»a*rch  o*  Poverty  at  th.  JJaw**«ity  of  Wiacoaiii*- 
Madison  by  tba  Daparc«mc  of  Haalch  and  Bu**»  S*rvlc**  pursuer  to  th. 
pro*a!o«  of  tAoEcooolc  Opportunity  Act  of  196*.    Tbo  opinion*  Wr—d 
*r*  th«  Mither'i* 


ABSTRACT 


Bftglimlftg  vith  a  brief  examination  of  ths  doola*ac  themes  thst 
h*v«  emerg.d  troa  *  csntury  of  social  welfare  policies,  the  peoor  axesine* 
present-day  coacroversta*  over  the  appropriate  course  for  velfar*  reform* 
It  examines  the  coof  licting  goal*  of  current  social  welfare  expenditure* 
in  light  of  ft*  continuing  discussion  of  the  <Nuity  efficiency  tmde  off* 
involved  In  particular  income  di*tributioeel  end  employment  policies, 
considers  the  roift  of  taxation  in  achieving  social  velfere  *onl«t  end 
looks  *t  the  broader  lodel  purposes  that  should  motivate  welfare  reform* 


Reproduced  with  the  permission  of  the  Institute  for  Research 
on  Poverty,  •  1980. 


(166) 


afc       m      BEST  copY 


V 


1«7 

Coale  and  Purpoee.  of  Social  Welfare  Expenditure. 

In  thl,  paper  I  examine  „,ifare  ra£onB  ^  £h-  ^ 
expenditure,  (SWE) .    Both  e.«.  h.v*  a  ,.rt<ey  0f 
Cbare  i.  no  universally  accepted,  standard  Mag..  „e  u„  the 

car,  "SWE"  to  cover  *„«  Ida  C.  Merriaa.  fonaerlv  „,  eh«  g^.i  s<Curitv 
Administration,  Originally  defined  as 

/     Program  operating  under  public  law  that 

a"r.  pVe^?™^  *  indivi^  ««  Included 
providing  inco«!  Maintenance  and  baalth  b««f<t« 
thwff,h  ,ocialWanc,  „d  pubUc  atd>  «rtJ"a  prowSi" 

Social  v.lfar.  **p.„diture*  CW  to  $394  billion  in  1978.    They  „.„ 
•q-1  i«  a-,unt  to  ».*  of  C*P.    (Caah  eranafar.  are,  of  courae,  not 
part  of  CNF.,    Tabla  1  .how,  that  ,i„c.  1950  these  expenditure.  by  tba 
f.d.ral,  ,tate,  and  local  gov,nu«nc.  have  rl.an  „uch  fa.  tar  than  Gtt>. 
In  fact,  thav  b.v  «,„  than  doublad  a,  a  parcantag.  of  C.VP  in  th.  pMt 
chra.  decade,.    Tba  principal  catagoriaS  of  expenditure  that  th.y  ,ub8u». 

ara  "social  insurance,"  and  "educafon  "    c^<.i      ,  , 

c*c-0n-      Social  welfare  expenditures  now 

a-onre  no  60J  of  all  confined  gov.rtHS.nt  expenditure,. 

*V«lfar«,"  it  appear,,  i,  ua.d  by  «  wrlt.re  to  cover  ,o*e  or 
all  *  th.  expenditure,  cl„sificd  in  Table  1  „  ?uoiic  aid>  and  „„„ 
<ocxal  veUare.  „  veil  a,  pubUc  housing,    n,e,e  three  c.aar.f ication. 
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109 

accounted  for  2.9X.    5X.  and  .«  of  C3P.  r«.p.ctivlv.  ia  X978.  Hov.ver, 
.o-  writer.  «.  the  tan.  aore  narrowly  to  HM  oolv  th.  c„h  b-B#m. 
9f+U  «d,r«d  to  Pa.ilie.  with  Dependent  Children  (AFDC)  and  Cen.ral 
A..i,e««c«  (CA).    Supplementary  Security  Xnco*.  (SSI)  is  .i,0  .  C4ah 
b.oefit  program  but  it  ho  received  l.„  crit^  .ctantioo  £han  £h.  >eh#w 
because  lt>  .nUke  tha  och„s>  re-ch-s  cr,diti004Uv  r-gard-d  m 

"the  d.,«rvi„g  poor."    i.e..  the  M.d,  blind.  and  dlMbl#<.    Cjsh  b.ne?ltj 
und,r  tfl"*  £hr««  Programs  amount  to  about  U  of  CNP. 

Table  2  shovs  acre  oceil  about  «„«  «.y  or  W  not  be  counted  a, 
Wlf.r*.    all  of  Che,,  **p«du,„e,  4te  ,unu.,  „  <mmnl  fevwues> 

-Ml  i4r^.  |0r        „  WroU  tMM_ 

Mo,t  of  them  ,r.  targeted  to  lower  i„Co«  people,  and  aany  .„  i0£orae. 
or  ae.na-te.c.d.    Only  about  a  third  of  the.,  expenditure,  caks  th.  fora  ,£ 
c«h  benefits-    A  larger  pari  i,  ue.d  to  provide  health  care,  food,  and 
homing.     (Note  that  Medicaid  U  the  large.t  ,i„gl.  welfare  progro,)  The 
reminder  i.  UrfBl„  davotei  co  ,  ^  ,f  ^ 

to  dav  care  to  training  (note  the  overlap  with  education). 

'2sJil3L.1L. 11  ilH.  3efon3 

Velf.re  r.rjora  i,  another  M«  Vnich  lack,  a  Precise  and  agree,  :ro« 
waning.    Vncouotedlv  the  »o.t  fajou.  ox  aenv  reform  effort,  was  that 
led  «  adoption  of  a  new  ?„or  law  in  earlv  nineteenth  «»tur,  England. 
At  that  tiae.^  reform  ,e,„t  divi.ioo  of  the  ?oor  into  tvo  group,,  usml* 
Cho.e  ejected  to  worn  and  chose  not.  and  denial  of  -'outdoor  relief  for 
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Table  2 


Expenditures  for  Public  Aidt, Public  Housing  $ 
and  Other  Social  Welfare,,  by  Tvpe,  1977 
(in  billions  of  dollars) 


Total 

Casn  ^  -20.4 

AfDC  and  CA  $13-6 


SSI 

Health  cars 


6.8 


18  0, 


Medicaid  i7'6 

,4 

5.4 
3.3 


8.7 


Institutional  cars 
Food 

Food  Staaps 
Child  nutrition* 
Public  housing  2-3 
Social  services  *"  5.8  , 

Nonmedical  services  ^.1  i 

Chil    Welfare  '8 
Vocational  Rehabilitation 

Special  0£0  and  Action  programs  -o 
Other  public  aid**  $9 
Social  welfare,  n.e*.c.C  3.2 

4Surplus  food  for  schools  and  programs  under  national  School  Lunch 
and  Child  Nutrition  Acts* 

^Vork  relict,  other  e»«rg**t>  aid,  surplus  food  for  the  needy, 
repatriation  and  refugee  assistance,  and  wrk-«xperience  training. 

c Indian  welfare  and  guidance*  aging  and  juvenile  delinquency  activities, 
antipeverty  and  aunpower  training  prograas,  day  care,  child  services, 
legal  assistance,  care  of  transients,  and  other  unspecified  welfare  services. 

Source:  Derived  froa  Alma  McMillan,  "Social  Welfare  Expenditures  under 
Public  Prograas,  Fiscal  Tear  1977, M  Social  Security  Bulletin, 
June  1979*  pp.  4-7,  Table  1. 
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tho,.  la  th.  Hrnt  c.c.gorr  sn*  ot  rMp0fWlblUty  Q( 

to  co»tribut.  Co  eh.  support  of  tho,.  i„  ch.  ...ood  c.£.gorr.    Ihi.  r.xo« 

tn  *  rMCti°°  "  Of  .  Hod  l»C„M 

^  "  which  p.id  b#B.flej  co  th.  working 

Poor.    Th.  r-.ccloo  .aph..!*,*  eh.  ^  „  ^  ^  ^ 

vork  and  thrift, 

0.  Ch,  other  h«d.  „.lf„.  „„„  ^  ^  Uc8r  v,a„  of  tha£  c<wtutv 
c«r  to  -„  ..p.r.clng  Out  groups  of  ch.  poor  for  .p.cH  COn.la.r.tlon. 
Cr«Ml..  »u,lr  ui  per.00,.  orph^..  v.e.rw>  ^  ^ 

iI,d  *•  ""^  —  »iMU.  out  for  „u*.  cone.™  wd 

*..i.utto».   nu.  c.r.gortc.i  .ppro.o  to  ,ttl(M  f<deral 

gov.r^.nt  in  th.  Unit.o  St.c  wh„  It  .oopced  ch.  pubUc  Wll£locl  8nd 

.oci.1  „mc,  citi.,  of  th.  sod*  SsCuri,y       ia  1935>   Slnc-  ^ 

"  h*Ve  ,aen  ch—  •  co«p.tlng  for  th.  of  w,lf.r. 

r.for..    0„.  eh.-  b*  Utro.uc.a  „W  encode!  progr^  to  **a  Miag 
-*«•«.  ProSr„*  »M  g.n.rou5  «d  to  allow  people  to,Mhfy  g„ 

th.».    So*,  of  th...  reform  h.^  >.en  .cco»pU.h.d  by  th.  court.  10 
.xc.„ai„?  th,  ,-on.ctcucion.!  righe,  of  olt.  Proc.„  „<  .qiMl  prot.ction 
of  eh.  X„,  to  „c^.    oth.r,  .v.  ^  ^  ,:rougb  congr...^., 

i**»*WU2»  in  Specific  programs,  «.g,,  SSI ,  vhich 

was  Acjp:«d  in  1*72, 

A  ,.cond  ,f  rec.nt  y.ar9  „„  baso  „  ^  back  ^  .^.^ 

for  b.n.fu.  by  pu,hiB,  fDr  r-uwv.  re80OnalbiU£v  ^  vork_t0ttt 

Ihi.  th.«  u.  of  eou„..  reBIlolsc.nt  tff  £he  prtnou,  ca(jtutv> 
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focus.d  Chi.  ttm  on  th.  AFDC  prograa  and  Its  portion  of  fanili.. 
h.ed.d  larg.lv  by  divorced  and  separat.d  wotwn.    Unlike  aarliar 
th«~.,,  thi.  on.  carrie.  th.  e^h.sis  on  work  to  th.  ooint  of  cr.ating 
?uoUc  job,  for  those  on  welfare  and  of  .ubsidlxing  child  car.  to  anabl. 
ch«  welfare  mothers  to  tak*  th«  Job*. 

The  third  eh**,  to  cLi.  th.  title  of  w.lf.r.,  reform  u  distinct 
fro-  th.  oth.r  two.    It  —r««4  in  th.  1960s  und.r  th.  flag  of  th.  n.,.tiv. 
Incoe.  ta*  (NIT) .    It  f.atur.d  .llainaelon  of  cat.gori..  a-ong  th.  ooor. 
.  i»co«  for  11,  including  th.  "working  poor"  who  w.r.  not  eligible 

for  AFDC,  no  work-t.sts,  and  a  «,d.r.t«  benefit-reduction  rat.  da.ign.d 
M  .void  .trong  di.inc.ntiv.*  to  work.    So~  .nthusiaats  of  HIT  .aw  it  a. 
.  rwi.rw.nt  for  .11  .aiaxing  caah  and  in-kind  social  w.lf.r.  h«.fit.. 
President  N.Ikoo  incorporated  .on.  NIT  idea.  1«  hi.  1969  w.lf.r.  refer.  ^ 
p.ckeg.  of  SSI  (which  paa..d>  «d  th.  Fally  Aa.iat.nc.  Plan  (which  did 
„<*).    Th.  lattar.  FAP ,  deviated  £ro.  a  pur.  «T  in  th.t  it  wa.  c.t.goric.l  • 
(it  «cluded  »in,l.  p.raon.  and  childl.sa  couples  «  w.ll  aa  th.  ag.d  and 
disabled  person,  eligible  for  SSI);  it  fe.tur.d  a  work-tot;  it  had  a 
high  benefit-reduction  rat.  (FAP.  food  stanps,  and  oth.r  progress  togeth.r 
produced  a  coined  b.n.f  it-r.duction  r.te  of  70S  or  nor.) ;  it  waa  not 
strictlv  a  cash  pro.ra.  (it  off.r.d  child  day  car.  servic.s  to  working 
mothers):  and  It  propos.d  to  cre.ta  public  jobs. 

With  FAP •  NIT  b«ca»  id.ntifi.d  a.  a  sub.tUUf  for  AFDC.  Aa  such.  ^ 
it  ew>hasi  .  th.  s.cond  th«se  id.ntifi.d  above.  Alt.mativ.lv.  Pr..id««t 
Nixon  could  have  designed  NIT  as  a  substitute  for  CA.  th.  un.aplov.d  f.ther. 
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..Smut  of  AFDC.  .ad  Ch-  vini**  va,.  lm.    ^  WOuld  ^  ^  ,  ^ 
c.c.gortcal  prog ran  f.r  chi  working  poor. 

WhU.  eh.  f.Uur.  of  FAP  and  ch.  r.J.cdon  of  S«a,tw  McCov.ru' 8  tM 

r,f0ra"  "M*  f"CUred  *  J1'000  «»<  S-ranc  «d  .  33-1/3:  Wic 

"duccion  rac,  ,r.  0ft«n  „M  eo  h_  s^aUa(J  ^  deaisa  ^  ^    ^  ^ 

pUmVU  to  .rgua  eh.t  ic-  th_  ^  n0£  dMd>    u  uyas  ^  ssi>  ^ 

^  pMirM*         »-iC  <W«aity  graat  „rogr~,  ch. 

..mod  incom.  c.x  cr.df,  and  och.r  loc«*~c..t.d  bon-fic. 

"  — i.  uP...  ch.,  .v.o^dv  t,        „.ifafa  Nfm,  but  ^  ^ 
-  «„„,i.  ...v          to  „.  .  ^  {,  to  crM£e 

"  b"0*fiCl<rlM  ^  °~  ^»  co  «UgmUtv  eaaler 

o  .cc.i„.    for  .o~  oh,.^,  ch.  w.U.r.  explosion  of  ch.  I960.  „d 

«.rly  1970.  was  ch.  r.for,.2    A  second  wav  t»  to  ti.*.. 

^  u  to  cighcsn  up  on  .XigibiXitv 

"*'"'  "  "  »  —  •<  .P—  *.»„. 

r«pXjce  the©  wich  j  *ina!*»  u  ^ 

singl.  caah  b.n.flt  program  baaed  upon  progr.Miv. 

incoa*  cax  principles. 

C1..CX,,  ch.  .dv.r..ri..  la  thli  „v,tsl.9iM  ^  ^ 
,o.U  in  nind.    th.  flr„  aB,h„u„  ^  wh<)  ^  ^ 

-  vicC;„  of  s.sce^c  ,oci.X  and  econo^c  f ail.r. .    Th.  Meoa,  hl<hlighM 

ch.  lo„  o,  s.lf-r.,p.cc  and  withdr«.l  of  Dote„Elal  lsbov  tim 

*Uh  a.Xf.r.  d.p.,d.ncv.    n,.  chird  cl.ias  tt«  £he  ^  t.  „  ^ 

poor  from  paternalistic  Ktiidann»  k 

c  S^uaanca    and  bureaucratic  restrictions. 
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Goals  of  Social  Welfare  Expenditures 

We  said  earlier  that  welfare  programs  are  part  of  a  broader  pattern 
of  SWE.    The  welfare  progress  listed  io  Table  2  io  fact  amount  to  only 
Is*  of  SUE.    We  may  gala  toet  new  insights  Into  the  welfare  reform  controversies 
If  we  look  At  the  goals  and  purpoees  of  the  larger  my  stem  represented  by 
SWE  and  the  tax**  levied  to  pay  for  it. 

Economists  ere  wont  to  characterize  the  purposes  of  public  expenditures 
as  pursuit  of  equity  and  efficiency-    Government  can  presumably  improve 
upon  aarket  outcome*  by  redistributing  income  and  reallocating  resources. 
Textbooks  often  relate  equity  gain  to  the  reduction  in  inequality  of  the 
site  distribution  of  incsme  accomplished  by  expenditures  and  taxes.  Efficiency 
has  to  do  with  gains  in  output  associated  with  reallocations  toward  production 
of  consumer  foods   ost  highly  vsiued,  end  toward  productive  investments  in 
physical  end  huasn  capital.    It  is  likely  chat  there  M  *  trade-off  between 
equity  and  efficiency.    Indeed,  the  lesson  of  economics  ts  that  there  Is 
no  such  thin?  as  a  free  lunch. 

It  sees*  to  be  the  general  view  of  economists  that  SWE  accomplish  a 
considerable  amount  of  redistribution  but  relatively  little  reallocation. 
That  is  to  say,  the  distribution  of  final  incoan— including  oonmonev  locoes — 
is  less  unequal  than  the  distribution  ot  market  income,  but  the  allocation 
of  resources  among  goods  aod  services  is  not  much  different  than  it  would  be 
if  411  SWE  took  the  form  of  cash  transfers.    (For  example,  the  consumption 
of  food  would  be  about  the  same  if  food  scamps  were  converted  to  cash*) 
However,  economists  generally  believe  that  SWE  result  in  some  loss  of  C3P 
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mote. 


increase  the  capital  stock, 

T*«  P-rcicuUr  tormutu*,  ^lch  highUghc,  th. 

d"CiSl0nMkiB8  "lth  -  **     An  -U.rn«iv  Calcic  i. 

of  «*i*Cing  SVE  pro«r«v  and  ca*  t«  t 

8  mm  and  tax  Uw,    In  this  approach  the  goals  are 

though t  to  be  revealed  by  l-ngf.H^  K  .  . 

T    egl*X*tlv*  *«*»«vior.    Thus  tha  isssedisce  goals 

of        A*.(ic«  iy,t«  of  SVE  would  appear  ro  be 
>tfsetung  income  loss 
•  helping  paopla  co  bur  essentials 
reducing  income  poverty 
fharlng  tax  burdens  fairly. 
«or.  ch«  h^  of  SVE  in  che  St-tes  „.  ^ 

Per  by  evan„  ^ood  controi;        mtm  faet  that  iaeom  ^ 

its  cu-toc^,  or  #xpec£ad  w  19  d4aa.d  .  9ufflclaoc  baais  fot  _m 

lnC,,n'9nCi0n'  ^  *— ccncrlbutlon-  votkai 
mi  mflw  «,  ban€fits  ParaMa  as  a  Mtt4r  ,f  rlght<  „ 

protected  against  bv  public  a<.*i*r*«^-  - 

3  P*>Uc  assistance  a*  a  second  level  of  defense.  For 

example,  an  unemployed  worker  may  recaiv*  <mjB_,_ 

y  rec€lv€  «J««PioytSanc  insurance  benefits 

first  and  public  assistance  benefit*  \m*** 

•  *en*rite  later.    This  goal  is  associated  with 
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the  sharing  of  iocoaw  loss  during  *  recession,  which  may  hpvs  the  side 
effect  of  Automatically  stabilizing  the  economy. 

Another  substantial  part  of  SUE  is  devoted  to  helping  people 
essentials.3    The  leading  ixtaple  under  this  handing  is  01* lie  sending 
for  education,  which  amounts  to  5X  of  Of?  (m  Tab  Is  1).    Free  P^lic 
educatior  st  *  lament  ary  and  secondary  lavs  Is  is  providences  a  civil  right 
«ad  funded  out  of  gsmsrai  revenues*    Parents  are,  of  course,  compelled  to 
send  their  children  of  specific  ages  to  school  and  hence  swat  ssjet  certain 
ooniostmctionai  costs  of  school  attendance,  including  the  forgone  earnings 
of  thildren,  out  of  their  own  pockets.    Higher  education  is  typically  not 
free,  but  governments  suty  subsidize  tuition  end  otherwise  help  students 
and  their  families  meet  the  costs  of  going  to  college,    voch  nelP  may 
or  «ny  not  bear  sny  relationship  to  financial  need  in  the  narrow  sense, 
but  it  is  given  in  recognition  of  the  difficulties  sjoet  families  have  in 
pUnning  for— or  borrowing  for— the  costs  of  college,  and  slso  in  the 
faith  that  there  are  external  benefits  to  be  captured  fro*  encouraging 
more  people  to  seek  higher  education, 

The  point  about  external  benefits  raises  the  question  of  whether  the 
goal  is  slieply  to  help  people  buy  what  they,  **  individual  consumers,  want, 
or  whether  the  goal,  and  hence  the  standard  for  evaluation,  is  to  provide 
education  that  will  improve  their  capacity  to  produce.      Should  one  count 
education  benefits  in  the  year  the  expenditure  is  mane  or  in  the  year  that 
extra  income  due  to  education  is  realised?    Should  health  care  expenditures 
be  counted  only  if  they  result  in  lower  mortality  and  morbiditv?  Interestingly 
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«aw  -rit.r,  ask  wh.th.r  on*  >hottld  COtmt  c„h  tran-f.rs  ^  if  „.  CM 
prova  that  they  nk«  eh«  recipient*  h*ppt«r. 

SiaiLr  constderscions  to  the.  for  .donation  .•«,  eo  underlie 
S0l"9rOTeOt  <"  «hich  now  Co  3. 75  of 

™'  °r  *^  *  ChlCd  0t  can,  outUr..    «.  appear  to  be  ^viog 

coward  th.  vlw  that  h«Uh  car..  uk.  .auction.  ahooXd  „«  available 
«  «  civil  right,    on  eh.  other  hand,  houaing  Md  food  .re  U.a  touched 
bv  th.  civil  right  concept,  but  ar.  app.rantly  ,w  a.  aaaential, 
writing  pobiic  support.    Socl.i  v.lf„.  .xpmaditlxre,         ^  ^ 
ite«a  coined  Wl„  to  Um  than  IX  of  GHf  tad  M  hlghly  conc<snt tlf 
»  Che  pon.     lt  £h4t  howlog  outlay,  ^  ^  4  ^ 

1-rg.r  part  of  SVE  in  so*.  wW.r.  tt«„  ^  ^  ^  ^ 

the  tr.K.  and  Svedeo. 

Th,  third  i«adi.t.  goal  of  African  SVE  is  to  reduce  income  poverty. 
Thi*  goal,  enunciated  by  President  Johnson  in  1964,  encourages  a  tilt  of 
SWE  in  tn.  direction  of  Chose  people  who  fall  belov  ,  racognised  national 
°UntfflU°  ia  temS  0i  ia<°~-    Ha«ca,  it  raquirea  us  to  ask  whether  SVE 
th.t  offset  income  loss  or  h.lp  people  buy  essentials  really  do  reach 
the  poor  as  well  as  others.    Can  we  design  cash  transfers  to  help  those 
vho  have  chronic  low  earnings  but  have  „ot  suffered  an  inco,*  loss^ 
It  also  asks  whether  the  program  w.  h3Ve  tr.ditf.-m.lly  addressed 
.peciflclly  to  categories  of  the  poor  are  the  best  possible.    Can  the 
whole  range  of  SVE  be  managed  so  a,  to  contribute,  along  with  growth  in 
Pretransfer  incone,  to  year  by  year  reduction  in  the  number  of  African, 
with  below  povertv  Una  into*..?    At  present,  almost  40*  of  SVE.  th.t 
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is.  about  $130  billion  worth  of  the  good*  and  services  as  wall  as  the 
cash  transfer*  provided  under  these  public  programs,  go  to  people  whose 
pretransfer  -oner  inco-e  is  below  the  poverty  line  In  the  rear  of  receipt- 
The  205  of  persons  in  the  Utter  group,  who  receive  about  22  of  pretransfer 
Mttev  tncoae.  receive  shout  10X  of  total  in=o-e,  defined  to  include  all 
SUE. 

These  numbers  about  the  pro-poor  incidence  of  benefits  should  be 
taken  with  a  grain  of  salt.    There  is  what  we  nay  call  a  secondary  beneficiary 
in  wny  cases,  that  is,  a  person  who  would  have  madm  a  private  payment  to 
the  poor  beneficiary  if  the  public  program  did  not  exist.    For  example, 
an  elderly  person  might  have  been  supported  by  his  adult  children,  who 
.ay  or  «av  not  be  poor.    The  calculations  above  me  as  the  counter  factual 
a  world  with  no  privat.  transfers  and  thus  show  -ore  redistribution  toward 
the  poor  than  «ay  be  credible. 

A  critic  may  ask.  are  we  sure  that  the  number  of  post  transfer  poor 
t»  less  than  it  would  be  if  SWE  were  only  half  as  greet,  thac  is  $1,500 
per  pretransfer  poor  person  instead  of  the  present  $3,000?    That  question 
ts  not  easy  to  answer  because  it  requires  assumptions  about  behavioral 
responses  to  th.  availability  of  SWE  benefits  and  to  the  "poverty  trap." 
or  high  benefit-reduction  rates  (which  are  particularly  severe  for  the 
poor)  associated  with  those  benefits. 

One  of  the  longstanding  debates  in  this  field  is  whether  you  can  get 
people  out  of  poverty  by  "helping"  theo.  or  whether  you  need  to  induce  or 
coerce  them  out  of  "the  culture  of  poverty"  by  what  Sidney  and  Beatrice 
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W«bb  cll.4  "the  exercise  of  plastic  powar."  There  can  be  no  doubt  that 
Ch.  coercive  approach  Co  povarcv  u  $£lU  followed  e<j  ^  ^  ^ 

is  less  popular  than  It  once  was. 

Wa  now  aov.  to  tha  fourth  immediate  goal  of  tha  SWE  system,  namely 
ahartng  tha  tax  burden  fairly.    Induct* v.  lat0  ^  goalg  „f  ^ 

AaarlC*n  t4X  Sy,Cea  laad8  ">  ch«  """at  that  w.  appaar  to  wane  a  set  of 
COablflad  taX  f"M  ch«  *r«  «««"r  Proportional  throughout  -oat  of  tha 
po.ttraosfer  inco-  r«n.e.    Frogressivicy  doaa  not  begin  short  of  Ch.  top 
5t  or  »o  of  iacome  receivers,  according  to  tha  consensus  view  of  tax 
incidence.    <V».:,r.  if         b«ld.  that  property  taxe* ,  ..^  taxes, 
Payroll  taxes  ,r«  progressiva,  than  on.  ia  lad  to  believe  that  our  tax 
system  ia  progressive  throughout.)    Although  tha  level  „f  taxes  is  higher 
than  it  was,  the  pattern  across  income  r^ge,  has  changed  vary  little  in 
the  Use  several  d«C«d«s . 

W.  apparently  want  cur  income  taxes  Co  recognise  family  »ire,  t0 
offset  extraordinary  medical  expense, .  to  encourage  private  health  and 
retirement  insurance,  and  also  to  subsidize  home- ownership  and  child  oay 
car..    Through  exemptions,  exclusions,  deductions,  and  credits,  income 
tax  expenditures  duplicate  SWT,  pursuit  of  the  ?oals  of  offsetting  income 
loss  „nd  helping  ?e0ple  buy  aB94?nc.al9.    ^  ^  Qr  ^  m  ^  ^ 
the  income  tax  mentality  to  pursue  the  goal  of  reducing  income  poverty . 
One  example  of  this  In  the  current  tax  law  is  the  earned  income  refundable 
credit  for  low  income  failles  with  children. 

Some  Broader  Coals 

The  four  immediate  goals  of  the  SWE  ,v,te«  relate  co  the  secondarv 
distribution  of  i„ccme.    The  primarv  distribution  arise*  in  the  mark.t 
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place,  but  it  too  i*  subject  to  social  goals t  the  most  Important  of  which 
are  high  «Tiploy»ent  and  positive  growth  in  per  capita  production.  Attain- 
ment of  these  goals,  which  nay  be  aided  by  skillful  application  of  fiscal, 
monetary,  and  other  policies,  will  ease  the  problem  of  reaching  Che  goals 
oi  the  secondary  distribution.    Conversely,  high  unemployment  and  negative 
growth  will  place  a  heavy  burden  on  SWT , 

There  is  a  school  of  thought  which  teaches  that  we  can  alter  the 
primary  distribution  by  tax  incentives  for  employers  to  hire  disadvantaged 
workers,  by  carefully  targeted  public  job  creation,  and  an  egaditarian 
income  po  Ucy--that  isf  without  relying  upon  conventional  S WE— and  thereby 
increase  "»v  share  of  p  ret  r  ana  far  income  geing  to  the  poor.    Some  argue 
that  such  a  shift  could  be  engineered  even  at  a  tioe  when  unemployment  is 
high  and  economic  growth  is  slow.    However,  most  would  agree  that  such 
policies  have  a  better  chance  of  succeeding  (though  they  might  chink  such 
policies  are  then  unnecessary)  if  the  economic  climate  is  more  favorable. 

The  four  immediate  goals  for  the  secondary  distribution  and  the  two 
for  the  primary  distribution  are  reflective  of  still  deeper  goals  we  hold 
for  our  society.    These  include  individual  freedom  of  choice  and  .qualitv 
of  opportunity-.    (Incidentally,  inequality  in  theatre  distribution  of 
income  is  not  a  *ood  indicator  of  attainment  of  equalitv  of  opportunity 
measures  of  intergroup,  e.g.,  black-white,  income  differences  oav  be  more 
meaningful,)     This  corn? lex  set  of  goals  has  some  internal  conflicts; 
pursuit  of  one  goal  may  entail  costs  in  tanas  of  loss  with  respect  to 
another  goal.    For  exanple.  high  offsets  to  income  loss  njav  cause  a 
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r8dUCCi°C  10  eBPlOVTOQt  *°d  ■  of  economic  growth.    Or.  .c«p, 

to  r.duc.  inoqualtey  of  opportunity  ^  infrlnge  on  ^  indivi<w,, 
fresdota  of  choice, 

MrtUrfr.  there  are  problem  0f  g.«ins  w  sppropria£<|  ,alance  ^ 

.«.«.  co  achieve  .«„  of  ,ever4l  gomU     Herfi  we  confronc  ^  econowist.^ 

paradox.    Ther*  i.  SUch  .  thin8  M  eoa  ^  of  ,  good  ^  ^ 

the  optimuo  4«ounc  of  a  bad  thin*    «urh  -a  ™i  ?  ~a 

tmng,  such  as  pollution  or  poverev—and  chac 

sample,  ,«pppM  „  wre  con9idarlog  adding  „0  ^  ^ 

'  •     «Jr  n<  peopla  buy  essential*  „ttf  t   ,.;J     -  - 
'J  *C:i"  '  1       '  :h      '   c'  it  into  reducing  1<llt. 

poverty.    Although  there  Mv  b.  vida  agnseQeIU  ^  ^  enumeraze, 

above  are  the  operative  SoalS- for  policy  choice,  there  i.  le43  agrM!8ent 
4bout  the  priorities  aacwg  then, 

««lfare  Sclera  ^visited 

-t  us  return  now  to  the  question  of  welfare  refor*.    A  review  ,r 
the  4oals  of        tod  of  thc  btMder  ^        ^  dlstrlbutioB 

turr.ea  «         foiUin,  points  vhic.n  t»y  enaoie  ,  UMt  e,alu«;k,n  o:  :h« 
ccnir^'.tfrs'    ;n  welfare  reruns, 

"V#s  i**2  benefits  jo  co  nonooor. 

'  2nef:Lir:i:'i!\r'r:0ud:!v  th* ?oor  far    j ---- 

'  ^.r"1!;^!'  W"lfare  w*  ™"lv  *«  not  all  the  ,oor 

'  ••ot  all  of  the  way,  to  reduce  lneorv  ,ov«ru-,  are  I'ated  in  « 
nor  iver,  in  ""anl*  1  -  *-»tec  in  .ah^e  ; 

let:  out.!  "**  re:°"  *•*  :°b  •«        that  ari 
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•  The  goals  for  welf ar  •,  which  i*  part  of  the  SWE  system,  are  the 
*ama  as  the  goals  ft  r  SVE. 

'  ?ursuit  of  these  goals  presents  harsher  disincentives  for  the  poor 
than  for  the  nonpoor.    This  is  because  $WE  are  a  larger  part  of 
total  income  for  the  poor  than  the  nonpoor,  and  because  bens fit- 
reduction  rates  are  higher  for  the*. 

*  Pursuit  of  the**  goals  differentially  restricts  freedom  of  choice 
for  the  poor.    This  is  because  a  disproportionate  part  of  their 
SVE  benefits  take  the  form  of  goods  and  services  (some  of  them 
designed  especially  for  the  poor)  as  opposed  to  money. 

The  challenge  for  welfare  reform  is  the  same  as  that  for  5WE  reform, 

namely,  to  achieve,  bv  re  outi«  to  cejson  and  experience,  a  desirable 

balance  among  (1)  'he  four  *oal*  ct  S^E  <nd  the  taxes  to  pay  for  them, 

(2)  the  primary  distribution  goals  of  high  employment  and  positive 

economic  growth,  and  O)  the  broader  social  goals  of  freedom  of  choice 

and  equality  of  opportunity. 
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NOTES 

1. 


McMillan.  "Social  VmlUt*  Ewuur,,  u„der  Public  ?ro%ttms. 
Fiscal  V.ar  1,77."    Social^cur^^  JuM  W„,  p.  ?>  , 

s-ie,  ha,  ,lM  baen  develop#d  ^  (>nvata  ^  #xpetKjUurM  .. 

Such  expenditure*  „e  not  dialed  in  chis  p4p.r. 

%1>*t  detracted  the  «,«  ttt,atioa  w„  ^  ^  ^  ^  ^  ^ 

-clients,  fw-  3.1  million  l„  i960  to  U.X  mlllioa  lfl  l9-2.  u 
Canded  Co  4^Ut-  :        WJ  ^  „  |;.      ,   ,  ;,    _        ,  ^ 

halping  people  to  buy  leieure.  * 

V  »av  uk  tfhe£her  sol8e  SWE,  such  „  thoM  ^  ^ 

counted  as  ca?it,l  transfer,  rather  than  a,  i„C0WI  transfers. 
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„_    BEYOND  THE  SAFETY  NET: 
REVIVING  THE  PROMISE  OF  OPPORTUNITY 
*N  AMERICA* 


(By  Bar  A.  Levltao  and  Clifford  M.  Johngon) 

Hindrance  Instead  of  Help 

.tta&'^fJ^'^™  tlU,t,^e  P°°r  "a*"  ^Privtion  by  choice,  or 

.  coroll.ry7th.t  federal  effort,  to  help  thS  .recoS rproduS 
Conserv.tim  address  the  effectiveness  o/fcderai  StervemSns  whh 

help.  Yet,  to  tlJ^fliXAStalK^SM 
cat  S  K^SS"  fKle(ral  ™PP»rt,;advoc.7™.n.SerS^ 

coS^ 

*  JSSTZ?"*  thetwndusio»  that  federal  antipoverty  efforts  are  conn 
productive  is  the  assumption  that  poverty!  a  Wf ion  o72£l 

feter  JW!.^  interren&« 


SteSf  UT*  ^mo^fru^?,re*dy  Pla^,ed  by  *"  inadequate 
sense  of    i,  nal  responsibiKly.  Other  unintended  results  of  federal 

of  .hi!  b'*  ™iem  threatening  t >  th welfa« 

of  the  poor  and  to  the  totalWfal  fabric.  Public  assistance  pr^mabS 
destroys  famihes  and  communities,  inhibits  individuaWvSment 
feS"™  5r°ader  tvonomk'  ^wth,  and  we#ens  the  capacity  oTSe 
local,  and  private  agencies  to  provide  f«*3£  tnihn^v  l^ll^ 
juoh  a^uits  on  federal  intervene,  w^*^^^^ 

fnnctioninfl:  of  private  markets  and  local  governance.      P  P 

erS  in Z ♦fff*"  ?  ^^^^  initiatives  are  not  easily  dis- 
credited in  that  they  rarely  address  the  narrow  and  immediate  results 
of  federal  intervention.  Instead,  conservatives  contend  that  fede^ef 

BaUlngpr,  1W4.  «  <*  Oppertwrtty  la  Aaw^.  Cambridge, 
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forts  to  aid  the  |>oor  undermine  their  moral  character  and  trigger  de- 
structive long-term  changes  in  basic  social  and  economic  institutions- 
changes  that  outweigh  any  short-term  benefits  enjoyed  by  program 
participants.  These  criticisms  rest  heavily  upon  assertions  of  easiial 
relationships  not  readily  sublet  to  empirical  test.  The  critiques  often 
embody  some  element  of  truth,  but  their  relevance  to  the  net  effective- 
ness of  government  aid  to  the  poor  depends  on  subtler  Questions  of 
degree,  Further  complicating  the  task  of  rebuttal.  Jfonetheless,  a  care- 
ful analysis  of  conservative  assumptions— that  poverty  is  a  moral  prob- 
lem, that  social  and  economic  structures  are  dramatically  altered  by 
antipoverty  efforts,  and  that  federal  initiatives  merely  displace  more 
effective  state  or  local  public  and  private  programs— reveal  that  they 
are  sharply  at  odds  with  both  historical  evidence  and  the  findings  of 
contemporary  research. 

POVERTY  AS  A  MORAL  PROBLEM 

If  poverty  ifl*kfined  as  the  lack  of  an  adequate  income,  the  federal 
government  obvmrntT?  has  the  capacity  to  reduce  or  eliminate  it.  How- 
ever if  poverty  is  recast  as  a  moral  condition  rather  than  a  standard 
of  income  inadequacy,  it  may  Well  prove  impervious  to  government 
action.  Conservatives  offer  numerous  reasons  for  minimizing  the  re- 
dM-ibutive  impact  of  federal  tax  and  spending  policies.  1  heir  first 
line  of  defense  is  the  claim  that  government  aid  cannot  help  the  poor 
because  poverty  is  a  cultural  and  moral  problem  rather  than  an  eco- 
nomic one.    .  •»  .« 

In  portraying  poverty  as  a  moral  problem,  conservatives  view  the 
poor  as  plagued  by  behavioral  disorders  that  shape  and  define  their 
condition,  (  rime,  delinquency,  and  other  social  problems  are  cited  as 
e-idence  of  moral  deviance  among  the  poor  which  cannot  be  redressed 
through  income  transfers.  One  welfare  critic,  troubled  by  the  decline 
in  civility"  among  the  poor  and  assigning  responsibility  for  this  trend 
to  federal  antipoverty  efforts,  concluded  that  "more  than  any  further 
economic  resource,  the  disadvantaged  now  need  a  more  secure  sense  of 
order  in  themselves^  and  the  neighborhoods  around  them.  .  .  .  ine 
problem  is  now  more  a  moral  one  than  an  economic  one,  and  so  is  the 
challenge  facing  the  welfare  state." *  George  Gilder  makes  the  argu- 
ment explicit  by  claiming  that  "redistribution  cannot  fight  poverty 
and  warning  that  acceptance  of  "self-indulgent"  lower-class  behavior 
will  assign  the  recipients  of  aid  "to  permanent  poverty,  erode  the  re- 
quirements of  growth  and  opportunity,  and  foster  processes  of  cultural 
and  economic  deterioration." 3 

The  grains  of  truth  in  these  descriptions  of  poverty  are  evident.  In- 
come redistribution  can  bring^nly  modest  gains  if  unaccompanied  by 
meaningful  initiatives  to  expand  the  poor's  opportunities  for  work, 
self-sufficiencv,  and  control  of  their  destiny.  Because  greater  progress 
has  been  made  in  developing  a  system  of  income  transfers  than  in 
broadening  employment  opportunities  for  the  poor  or  advancing  their 
political  (lout,  the  lack  of  future  prospects  remains  a  key  aspect  of 
poverty  in  America.  These  facts  can  l>e  accepted  without  believing  that 
poverty  is  a  moral  problem— that  is.  that  poverty  stems  primarily ^from 
the  deviant  character  and  behaVior  of  the  pdbr.  These  findings  also  do 
Footnote*  at  end  of  article* 
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■mage  of  indtvjdual  responsibility.  Tlie  tonTand  subS.n™ Trf  ££ 
arguments  Haply  that  m  l  fan-  benefits  are  irrefev.n a? VZSLSt 
poverty  „„d  that  government  is  actually  inipadC  tta  JESSunS 
that  alone  can  resol  •  ,  „,„„!  problem:       •wuu«  "*  8611  ™>»nco 

censure  of  f«d„,e  and  "a  strong  sense  of  tffe  shan,cfnl™c 3r  are 

uifenuy,  ana  yet  failure  to  earn  a  decent  income  also  must  in™!™ 
eenstire  and  shame.  In  this  view  dignity  can  found 
M,fl,c,e,,cy  through  work  or  inheritaS,  Z thaU out  of Ketch  for 
.Millions  of  the  working  and  dependent  poor.  ° 

«n»iTn«,"g  *}**'>rtmt  °f  ih,rsonal  responsibility  and  dignity  the 
dignity  and  feasibility.  Vet  when  coupled  wtth^K^?%k 

'  .  ?,°.hp,P  ,M  t°  ,Ur*' a  W  «nd  therefore  he  poo  are 

best  left  to  their  own  dcyiees--alU.it  ,£or  |,„t  retaining  as Sof! 
sense  of  re»|Wns,b,l,ty  and  dignity  as  their  failures  wiKow 


Footnote*  at  end  of  article. 
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In  casting  pov/rty  a  moral  problem,  conservatives  also  ignore 
the  tangible  ways  in  which  federal  initiatives  have  succeeded  in 
reducing  deprivation  in  America,  largely  as  a  result  of  the  anti- 
jHiverty  programs  launched  in  the  UMKh*,  tlie  otficiul  poverty  rate  fell 
from  mJrl:±  percent  in  UHiO  to  a  low  of  11.4  percent  in  and  in-kind 
assistance  tin  t  tier  eased  the  hardship  siitleivd  by  the  poor.  Since  Witt 
this  decline  has  turn  reversed  and  the  poverty  rate  has  risen  by  more 
than  one-third  in  four  years,  a  result  ot  retrenchments  in  government 
aid,  inflation,  and  high  unemployment.  Notwithstanding  tins  setback, 
however,  federal  aid  lias  enabled  inillioiis  of  households  to  secure  then 
basic  needs,  carrying  the  poor  through  difficult  times  and  giving  them 
a  cliance  to  look  to  tin*  iuiure. 

Dcspitt  increasing  federal  expenditures  for  programs  in  aid  of  the 
poor,  prcg'e*s  in  combating  poverty  has  been  if  ipeded  by  a  diverse 
set  of  developments.  Kaput  escalation  m  housing  and.  energy  prices 
in  the  hit  the  poor  especially  hard,  and  slack  labor  markets 

lessened  the  opportumtic  >  of  impoverished  Americans  to  improve 
their  fortunes  through  work.  Efforts  to  reduce  poverty  have  also  been 
hampered  by  u  sharp  rise  in  *fie  number  of  tertiale-headed,  single- 
parent  households— a  trend  that  opponentsof  government  intervention 
have  seized  upon  as  evidence*  that  federal  aiitipcverty  programs  de- 
stroy the  family  and  exacerbate  the  moral  problem  of  poverty.  The 
role  of  social  programs  in  the  dissolution  of  low-income  families 
has  emerged  as  a  subject  of  intense  debate,  for  a  strong  causal  relat  ion- 
ship  I  let  ween  welfare  and  family  breakups  is  a  central  component  of 
the  claim  that  federal  aid  to  the  poor  is  counterproductive. 


The  charge  that  provision  of  income  to  the  poor  destroys  families 
typically  elicits  strong  emotional  reactions.  Evoking  images  of  an 
intrusive  state  disrupting  an  otherwise  tranquil  family  nest,  federal 
welfare  programs  take  on  a  sinister  quality.  Already  suspicious  of  the 
moral  character  of  the  poor,  the  nonpoor  majority  lind  it  easy  to 
accept  the  notion  that  their  less  fortunate  neighlK>rs  are  unable  to 
manage  of  their  personal  lives  or  to  make  reasonable  decisions  re- 
garding the  future  of  their  families.  The  causal  relationships  lietwecn 
poverty  and  family  instability,  and  the  net  effect  of  income  assistance 
and  family  dissolution  on  the  broader  well-being  of  poor  individuals, 
rarely  receive  careful  attention. 

Assertions  of  a  direct  link  !>etween  increases  in  federal  social  wel- 
fare expenditures  and  *he  proliferation  of  low-income,  single-parent 
families  have  Wome  commonplace  in  contemporary  conservative 
thought.  Milton  and  Rose  Friedman  blithely  accept  the  conclusion 
that  welfare  programs  weaken  the  family  and  "rot  the  moral  fabric 
that  holds  a  decent  society  together .* 7  Considering  the  family  to  !*» 
"the  only  institution  capable  of  generating  upward  mobility/'  George 
Gilder  contends  that  social  programs  have  hroudit  "a  great  increase 
in  the  incomes  of  the  ?x>or  in  America  at  the  cost  of  the  catastrophic 
breakdown  of  their  families."  *  President  Reagan  has  placed  this 
litany  at  the  core  of  his  administration's  social  ]M>lieies,  unabashedly 
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^ing  that  -thro  is  „{>  question  that  many  well  intentioned  Great 

a  L»a £  55l! "*  lHX)YomP^  to  one  in 'three  families  headed  by 

car .S  «S«h  tX?  Hei"aI.e  h T*S  °f  ho«**<>»<k  have  no  hope  3 
mLIT  VI  gi  '  U  t,UMr  fan»l»es  out  of  poverty  even  if  the™™ 
able  to  obtain  full-time  work    Th*       «f  S^Ji  J       !  J  a^ 

immnn tal  K  ?£. !t,ls  b3  'M  mMns  ciaxr  th»«  fe'teral 
ffiE  M  on  I LTn,  rfe  pl,yed  '  m"'0.r  role  in  >'">»'otin« 

=«^^^ 

One  of  the  few  detailed  accounts  of  how  federal  social  nro*™™* 
affect  inteq>ersonaI  relations  within  low-income  familS7»  Zf8^ 

foSS3f?  bj  Ge°rgB  Gllder'  His  ^hic  explanation Tp^akl 

Sotting  is  so  destructive  of  .  .  .  male  valine  •«  th*  , 
vIouh  r«eogultioii  that  when  all  Ik  *» i ,7 «n!t  T,,!  ,. ,     iwwfiig,  lmper- 

that  characterizes  everywhere  the  life  of  the  p-Sor."  sexuality 
2^h£jFW  °n  th^triOTdTry  blen<*  of  chauvinism  and 

situSUt™  m0re  ™kes  the 

Iksuies  Ins  bizarre  presentation  of  male  sexuality  and  motivation 
Gilder  s  explanation  of  the  link  between  public  assistance  S  IS 
dissolution  is  based  on  highly  selective  data  *nd  hS^^i  l7 
unsubstantiated  logic.  Wlufe  G^p^ 
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aflud,  father  to  provide  for  his  family  as  central  to  the  disintegration  of 
marriages,  lie  fails  to  acknowledge  the  extent  to  which  the  inade- 
quacies of  the  latxir  market  contribute  to  this  frustration.  Whatever 
sense  of  jHTsbnal  failure  accompanies  the  inability  to  support  ones 
family,  it  certainlv  would  lx>  at  least  as  powerful  if  the  family  lived 
in  abject  poverty 'as  in  welfare  dependency— 4he  obvious  difference 
being  that  the  secure  income  of  welfare  heightens  the  potential  inde- 
|*ndenee  of  wife  and  mother  under  such  adverse  circumstances.  Yet  in 
Gilder's  view  all  meml*rs  of  low-income  families  would  he  better  off 
if  welfare  payments  were  withheld,  for  while  they  might  have  less 
income  the  male  heads  of  households  would  still  retain  their  pride, 
thereby  fostering  the  preservation  of  stable  marriages. 

Gilders  argument  runs  the  risk  of  all  theories  unsubstantiated  by 
empirical  evidence:  that  causal  relationships  that  seem  plausible  will 
prove  nonexistent.  He  relies  heavily  on  the  claim  that  welfare  is  the 
primary  source  of  humiliation  ami  destructive  behavior,  allowing  a 
poor  man's  family  to  do  better  without  him.  But  research  data  have 
failed  to  sitp|K>rf  this  account  of  family  dissolution.  An  Urban  Insti- 
f  lite  study  found  that  most  female  heads  of  households  on  welfare  at- 
tributed their  separations  from  husbands  or  boyfriends  to  personal 
rather  than  economic  factors  and  that  the  primary  effect  of  welfare  on 
women  heading  families  was  to  reduce  pressures  to  remarry  rather 
than  to  provide  incentives  for  separation."  Similarly,  a  report  pre- 
pared for  the  congressional  Joint  Economic  Committee  established  that 
36  iHTccnt  of  the  increase  in  femalo-headed  households  between  1950 
and  l«>Tt>  could  have  l>een  attributed  to  the  movement  of  existing 
female-headed  families  out  of  the  households  of  parents  or  relatives 
rather  t  ban  nddit  ions  to  the  number  of  female-hea'M  families  through 
family  dissolution."  The  negative  income  tax  experiments  in  Rattle 
and  I)etiver  found  that  the  rate  of  marital  dissolution  among  recipients 
increased  despite  the  availability  of  payments  to  two-parent  families 
and  a  graduated  tax  structure  that  ensured  that  low -income  mothers 
would  not  be  lienor  off  without  the  presence  of  earnings  of  their  hus- 
bands.'3 Rather  than  claim  a  causal  effect,  it  would  1*  more  correct  to 
amte  that  assistance  to  low-income  families  produces  an  independ- 
ence effect/'  allowing  greater  choice  in  establishing  separate  house- 
holds outside  marriage.  ,   

Ironically,  in  the  past  it  has  been  the  desire  of  conservatives  seeking 
to  restrict  assistance  to  the  deserving  poor  that  has  had  the  effect  or 
establishing  ?>erverse  incentives  for  able-bodied  males  to  abandon  their 
families  in  order  to  ensure  a  snl»sistence  income  for  their  wives  anrt 
children.  Nonetheless,  nearly  half  the  states  accounting  for  rmurhly  <0 
percent  of  all  AFDO  recipients,  have  qualified  unemployed  fathers  to 
receive  wei  fare  payments,  thus  eliminating  the  obvious  impetus  for  the 
creation  of  female-headed  households  from  the  welfare  system. 
some  undefined  way  it  is  suggested  thai :  public  assistance  nictates  he 
behav  ior  of  the  |x>or  and  is  responsible  for  the  dissolution  of  fellies. 
Closer  to  the  truth  is  the  realization  that  welfare  rules  do  not  dictate 
the  family  decisions  of  the  poor  but  that  adequate  benefits  may  offer 
them  the  opportunity  to  act  on  their  own  needs  and  desires.  J 
Toctvote*  at  ead  of  artlde. 
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wage .rates  was  accompanied  by  a  7  pSASSSSS Tii^S,  frS 

Furthermore,  a  10  percent  increase  in  male  wage  rotes  wa£  »S  5 

families,  while  enhanced  income  prospects  torSfoZSlSS 
Those  who  cho#se  to  view  welfate  or  oth^r  *iA  +A  *u„  j« 

defenses  Ls  not  to  care,  to  not  do  not  trv  »  «  Iami,y'  ynt  of  the 

count  for  trends  in  family  dissolution,  ^ni^tin/exX.aSs  and 
contr,butn,g  factors  abound.  Welfare  critic  Ire  c/rree?  ntX  that 
the  rise  of  female-headed  households  has  appeared  morTshf riTv 
among  the  poor.  However,  the  weakening  of  iS^XSSS 
ties  the  loosening  of  sexual  mores,  and  the  greater  acveptS v  of 
marital  separation  and  divorce  over  the  past  two  ^tSSw 

Z,»wtT  imr,,e  n;,?ber  of  ««K»e-pfwnt  families Tn  all ^income 
gtouiM .  The  deelme  of  the  traditional  family  isan  irreversible  reluU  of 
social  change  m  an  increasingly  affluent  society,  one  thaTw  llTave  S 
be  accepted  and  considered  in  the  development  o<  new  st rabies  to  al^ 
Jemte  poverty  in  the  United  States.  «rw*gi«to*l 

cou^of  ZolVf*™™^       W°rk  8re  viUl  choiws  th»*  8>>*  '  * 
course  of  one  s  life.  There  is  no  reason  to  suspect  that  the  noor  v 

reliable  snouse  or  family  ties  any  less  than  doThe  nonP^Slie  avail 

ability  0/  welfare  befits  may  expand  the  options  oZto  the  Z 

giving  recipient?  the  means  to  enS  a  bad  ma rri a^  Certain h  wTen 

possible,  fathers  should  be  forced  to  support  theireh  K ferislT 

ion  approved  by  Congress  in  108,3  provides,  so  that  v^d27nS 
»*vome  a  means  of  esr«ning  financial  responsibility  forS  dS 
ents.  Amid  these  diffieu/t  realities,  however,  it  is  not  credible  tol^mL 
that  federal  soria  programs  alone  have  govornod  the  lives  of  the  noor 
and  been  responsible  for  the  deterioration  of  their  families. 

Footnote*  »t  end  of  artid*. 
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STIFLING  THE  ENGINES  OF  GROWTH 

Opponents  of  welfare  view  the  deterioration  of  low-incorae  families 
as  the  major  moral  threat  posed  by  federal  aid  to  the  poor.  They  also 
contend  that  government  intervention  creates  poverty  and  destroys 
opportunity  by  diminishing  the  economy's  potential  for  growth,  there- 
by restricting  upward  mobility.  Claims  of  governments  counter- 
productive  role  rest  both  on  the  alleged  misallocation  of  resources  to  f 
nonproductive  endeavors  and  on  the  presumed  costs  of  social  regula-  f 
tion.  The  underlying  assumptions  are  that  the  free  labor  market  is  the 
most  efficient  distributor  of  opportunity  based  on  merit  and  that  the  . 
lot  of  the  poor  would  improve  if  the  federal  government  ceased  to 

itl  t  1*  f €  t*£ 

Moving  from  the  premise  that  the  market's  allocation  of  resources 
maximizes  efficiency  and  growth,  those  committed  to  laisses  faireprin 
copies  necessarily 'conclude  that  federal  spending  to  expand  op- 
portunity can  only  subvert  that  goal.  As  expressed  in  the  Reagan 
administration's  initial  economic  recovery  program, 

Federal  programs  have  thus  been  created  and  expanded  In  the  name  of 
stimulating  gn>wtb.  Jobs  ...  ana  In  other  ways  to  alter  and 
level  and  composition  of  national  economic  activity.  Many  ««f  these  pro- 
grams, however,  have  served  to  distort  the  market  economy  *n«l i  have 
thereby  contributed  as  much  to  the  problems  they  were  intended  to 
addreiw  as  to  their  solution."* 

Even  in  cases  where  opportunity  and  self-sufficiency  are  increased 
through  federal  efforts,  conservatives  contend  that  the  benefits  are 
outweighed  bv  the  diminished  growth  and  inflationary  pressures  that 
accompany  social  welfare  expenditures.  For  some,  social  programs  are 
inherently  wasteful  and  inflationary  because  they  divert  resources  from 
productive  endeavors  in  the  private  market.  For  others,  the  danger  lies 
in  an  excessive  commitment  to  insatiable  social  welfare  demands,  re- 
quiring prudent  limits  on  federal  social  programs  despite  evidenceot 
unmet  needs.  Ke<r;  rd!ess  of  the  rationale  weakened  economic  perform- 
ance is  deemed  sufficiently  harmful  to  negate  the  beneficial  results  of 

federal  intervention  in  aid  of  the  needy.   mmMmtM 

If  the  link  between  social  welfare  expenditures  and  poor  economic 
performance  is  accepted,  the  rejection  of  government ^stance  <*« 
rest  solely  on  the  assumption  that  economic  growth  and  price 
will  help  improve  the  economic  status  of  the  poor.  Michael  Novak  pre- 
sented precisely  this  argument  as  a  moral  justification  for  Reaganom- 
ics,  claiming  that 

The  Reagan  economic  plan  Is  based  upon  a  diagnosis  of  the  *«war4 
™h^of  the  poor  and  lower-income  classes,  "to^  f****  moblUty. 
The  only  how  flwh  neraons  have  for  upward  mobility  lies  in  fa)  a 
SKrtSf  lS?a«7e.  investment-rich  economy  and  (b) 
Stagflation,  tmless  inflation  is  contained,  the  progress ,  of  lowerjncome 
families  is  virtually  impossible.  Upward  pushstops  when  the  «»W 
sSS growing  and  when  its  Industrial  plant  b*^^** 
which  loses  economic  dynamism  cannot  offer  hope  to  families  of  lower 

income." 

President  Reasan  has  offered  similar  justifications  for  cuts  in  social 
spending  and  inaction  amid  sharply  rising  unemployment.  Claiming 
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low-income  Americans  foiSl/^S^  •dm»«^i*tionTuw  argued  that 
erated  growth thin  i Km?  dhL?«U  I'T.F?^  inflation  »nd 
both.  I?  the  admf„&d„Wr^  ^FedLl  aZSZ***? 
wore  to  provide  lasting  assist  amS^n  #¥- V«   ?!  .Ver!1?1ent  *»«  *> 
stiong  aid  less  inflati^  eeS^ 

transfer  programs,"  ■«  growtn  than  through  income 

bias  agairS  IK  of  the  P^<**>Phical 

economic  oodortunif v PISZ!21  ?  e*pa?d  ^P^yment  and  broaden 

creation  proposainrQfmpinin«rrt  uff  ******  the  job 
dement  thaT^fy  a  ba  Z  l  w"lbers  of  C^*™*  with  the 
substantial  reducSin  Sn  moment  2SSF"£*  11 

bighlv  critical  of  public  work TmSh^iif dd,tl^n  the  reP°rt  ™ 
ingtfiat  they  generally  Zr  ^rV  Z  *^  ^  employment,  contend- 

little  UeHt  to  the  un^mr  lovJ^  ^Tfl?^1  '  ;1P  °>me™\  offer 
the  report  labeled  CShI  ^  Proposed  responses  to  what 
United  State?'  was  . itr^tr^ZT™™  P?bIem  now  ****  the 
and  otfter  long-term u^^o^^^T  ^topUetd  workers 
ment  insurant  stances  that  would  aMnTST  I"  ,edeml  ™«»P%- 
~  fumls  for  <^n« 

wS^^ 

"make-work  oSS  23?^^  a1,Un?  of  refe«nces  to 
rate  reached  double  online  Even  when  the  unemployment 


program; 


^"weT'he  IZ£i&£££*£S2.  l^jr****' 
hn„  turned  to.  and  It  waif  ike  J^E^JV?!?1!?  the  ^rernmmt 
Nl .about  two  yeare  K«%,  ffl toS^S^"^  ^ 
of  them  was  deeper  and  worn*.  th»„  IhL  ^i\!lL  ^  a  And  «*ery  one 
drag  ua  right  taS  with  Tbltkmotu^^^^T  th*J'd  t«*»^»»l 
been  trying  ao  hard  to  Hrt  our^ei  oK-  tat°      iw,mp  ** 

proridi,,*  them  on  a  more  o?      Sl^LSfiJ!?  J"""****  need.  «nd 

emplovmcnt  created  "jol*  wj,h„ut  «T  foffi  »J  C.  m 
effort,  left  P.r.ici(,.n,3J„ns„ite<l  ("jX'iX^  ^t'™""^ 

Foot  oot*.  «t  and  of  artida.  F  F' 
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The  "trickle  down"  tlieory  that  the  poor  are  best  served  by  anti- 
inflation  and  growth-oriented  strategies  has  a  long  history.  *  or  this 
tactic  to  meet  the  test  of  social  justice  it  is  not  necessary  that  those 
with  low  incomes  reap  the  greatest  gains  or  even  that  all  income  groups 
share  its  benefits  equally.  It  simply  must  be  shown  that  other  federal 
policies  would  be  less  elective  in  promoting  the  well-being  of  Oie  poor. 
As  proponents  frequently  acknowledge,  "some  Americans  will  surely 
do  less  well  than  others,  but  everyone  does  eventually  gam  when 
demands  on  government  are  reduced  "to  allow  the  economy  to  per- 
form, albeit  imperfectly,  its  traditional  role  of  increasing  the  welfare 
of  all  Americans." v  The  relative  fairness  of  this  approach  ultimately 
depends  upon  the  accuracy  of  conservative  claims  that  fcueral  social 
welfare  interventions  are  incompatible  with  stable  prices  and  economic 

^y^det.tifying  federal  spending  as  the  cause  of  stagnation  and 
labeling  defense  expenditures  as  essential  to  national  security,  con- 
servatives have  sought  to  forge  a  direct  link  between  social  welfare 
programs,  budget  deficits,  and  the  nation's  economic  dls.  In  the  ex- 
treme, huge  federal  deficits  can  push  interest  rates  upward,  thereby 
fueling  inflation  and  dampening  economic  grow  h.  However,  social 
expenditures  represent  one  of  several  components  of  the  federal 
budget,  and  numerous  combinations  of  tax  and  spt  tg  policies  can 
yield  deficits  within  manageable  levels.  As  Ben  wattenberg  has 
stressed,  the  unprecedented  prosperity  of  the  past  thirty  years  has 
coincided  with  the  rise  of  the  welfare  state,  a  development  its  critics 
generally  choose  to  ignore.'9  These  parallel  trends  in  economic  growth 
and  federal  intervention  may  be  coincidental,  but  they  belie  the  claim 
that  prosperity  and  social  justice  are  mutually  exclusive. 

The  Reagan  administration  has  exaggerated  the  dangers  posed  by 
federal  deficits  when  assaulting  social  programs  while  recklessly  ignor- 
ing those  threats  in  its  defense  and  tax  policies.  The  rapid  growth  of 
entitlement  expenditures  throughout  the  1970s  lent  credence  to  the 
argument  that  social  spending  lay  at  the  heart  of  the  persistent  dehcit 
problem.  By  1983  that  causal  relationship  was  rejected  by  president 
Reagan's  chairman  of  the  Council  of  Economic  Advisers,  Martm  J  eld- 
stein,  who  argued  that  an  unprecedented  defense  buildup  and  tax 
reduction  were  "driving  the  deficit."  With  federal  deficits  projected  to 
exce*  a  $200  billion  annually  throughout  this  decade,  and  with  defense 
expenditures  under  Reagan  consuming  an  ever-larger  portion  ot  the 
projected  federal  budget,  the  impact  of  federal  aid  to  the  poor  on  the 
nation's  broader  economic  health  is  far  less  certain  than  conservatives 

^^!lyfedfra!  deficits  have  swelled  to  mammoth  proportions  during 
Reagan's  first  three  years,  spending  for  social  progt^  has  fallen  con- 
siderably. Between  1980  and  1984,  the  shares  of  the  total  federal  budg- 
et devoted  to  nondefense  discretionary  programs  and  means-tested 
entitlement  for  low  income  Americans  declined  by  roughly  25  percent. 
President  Reagan  has  cut  $26  billion  from  19  federal  programs  de- 
signed to  provide  aid  to  the  nation's  poor,  and  he  proposes  to  spenda 
•mailer  percentage  of  GNP  on  means-tested  and  discretionary  pro-, 
grams  in  198J)  than  was  allocated  for  these  purposes  at  the  inception 
of  t he  ( 1  rest  Society  in  1966.  His  administration's  massive  deficits  may 
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jeopardize  future  economic  jrowth  but  slw>n,i:,,„  / 

clearly  is  not  response  f^^^^I^^l^0^ 

tions  about  Wican Z  W  °n,y  lf ^^vative  wsswrp- 

need  for  IneSSTfaS  i^^ES!*11  ^^wledgin^  £ 
need,  to  cW  U*we*S IZSS^^Vt^fS^  th*™»  *° 


»re  frequently  eltej  »7oh. I^Sr.  ?  •  T1  ^tes-  These  countries 
internali^al^nXt  and ^eW^'fiSh  ^ ^ i<m  ta 
great  as  any  found  in  the  United  Sute7^  ^  8t  hmt  88 

tax  burdens.  yilXSl^^T^^"1  P"*?  f°r  the 
Having  and  in.eSnTwKch  ^7&*S£tf^*.1? 
theones.  While  the  old- fashions?  fr,™  y »•  •      ln  8uPPly-side 
ing  fueled  eeonWfr^^  ofAficit  ^d- 

years  provides  no  suimort Vol  he  p8tt€m  of      P**  four 

link  IrtweenSX^K^rto  fS^^y  1^?^^  °f  *  d,rwt 
The  pKms^S^^Jii^l^^  economic  growth. 

compote  cffcctivelv  in  Ih.  hlm.iT/  ?  .  "r*d'  '""lot 
for  f«fer,l  en,,jIoVm«rt  in»i,,iv™CriS.  of  K "ifc^S 

^  i  iiinitM,  i  or  AvanaMo  evidence  #W 
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income  Americans.  Without  federal  aid  the  most  disadvantaged  have 
little  chance  of  sharing  in  the  fr\its  of  prosperity  and  the  increased 
economic  opportunities  it  might  bring. 

Opponents  of  federal  intervention  attempt  to  reconcile  their  laissez 
faire  pitilosopuy  witn  a  conmntinent  to  expanded  economic  oppor- 
tunity by  casting  government  as  the  obstacle  to  individual  and  societal 
advance.  In  another  example  of  Onveliian  "doublespeak,"  President 
tteagan  kicked  otf  his  reelection  effort  with  appeals  to  "ou^  oold  vision 
of  an  opportunity  society  for  the  future,"  one  which  seeks  to  4*bring 
out  the  uest  in  every  person,  because  we  know  every  man  and  woman 
carries  the  spark  of  greatness." "  While  sounding  distinctly  liberal, 
his  prescriptions  implied  that  only  the  meddling  habits,  of  liberals 
and  federal  bureaucrats  limit  the  horizons  of  the  poor  and  disadvan- 
taged. Arguing  that  opportunity  is  limited  by  government-imposed 
barriers  to  economic  growth,  Keagan  returned  to  the  usual  litany  of 
appeals  for  lower  iaxet.,  i  duced  government  intervention,  and  a  re- 
turn to  traditional  values  as  the  key  to  extending  opportunity  to  all 
Americans.  . 

Perhaps  the  most  frequently  cited  example  of  how  government 
limits  opportunity  and  creates  poverty  is  that  .favorite  conservative 
whipping  bv-.*.  the  minimum  wage.  Critics  of  federal  minimum  wage 
legislation  contend  that  recent  increases  have  priced  many  low-skilled 
worker*,  particularly  minority  and  teenage  jobseekers,  out  of  the  labor 
market.  While  the  federal  minimum  wage  remains  too  low  to  lift 
many  families  out  of  poverty  even  when  full-time  work  is  available, 
its  opponents  believe  that  a  sizable  number  of  the  unemployed  in  poor 
households  would  gain  access  to  earned  income  in  the  absence  of  a 
statutory  minimum  wage.  ... 

Research  attempts  to  measure  accurately  the  ro*  tionship  between  a 
statutory  wage  floor  and  aggregate  employment  levels  have  been  in- 
conclusive and  often  eonti  idietory.  The  implications  of  lowering  or 
e!iminati»"~  "he  minimum  wage  are  particularly  difficult  to  assess  be- 
cause this  wage  protection  has  become  inextricably  intertwined  with 
the  nation's  social  welfare  system.  While  continuing  to  fulfill  its  orig- 
inal function  of  preventing  rampant  wage  exploitauon,  the  minimum 
wage  also  remains  the  most  direct  *%l  comprehensive  policy  tool  to 
improve  the  lot  of  the  working  poor.  An  excessively  narrow  focus  on 
the  prol»ble  elimination  of  some  jobs  obscures  these  broader  benefits 
of  a  federal  minimum  wage.  *  '  . . 

At  the  current  federal  minimum  hourly  rate  a  wage  earner  working 
full  time  and  year  round  with  two  dependents  still  remains  in  poverty. 
Mroeover,  few  jolw  in  the  secondary  labor  market,  where  most  low- 
wage  workers  are  concentrated,  rre  stable  enough  to  ensure  full  time, 
full-year  employment.  For  these*  workers  the  federal  minimum  wage 
remains  the  last  line  of  defense  before  slipping  into  abject  poverty. 
Elimination  of  the  wage  floor,  favored  by  many  conservatives,  would 
undoulrtedlv  Have  a  few  more  jobs  but  would  also  swell  the  ranks  of 
the  im|>overished.  Required  to  pay  a  minimum  waw,  some  employers 
may  be  encouraged  to  invest  more  in  the  trainimr  of their 'workers,  thus 
raising  productivity  and  enhancing  those  workers'  employability  and 
self-sufficiency. 
Footnote*  at  end  of  *rtld«. 
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ineffective  fevef^u  W  ^  ^T^T  WW  or  lowering  it  to  aa 

more  attractive alter^^T^^S41?  and  "V*6  welfare  tie 

work  ethic  should \£ be  wiHii^  Ll  !  .P?"*?  *  ^  T8,ue  on  ^ 
to  work,      ,vum818°  08  wining  to  pay  a  price  for  inducing  the  p^r 

crea^  S!,^^LPWCttt  proP°sal«  t0  >ower  the  minimum  wa*e  to  fa. 

minimum  ^vJm^^^i^?p]^mmt  *  WerinK  th« 
fortheyo«ng^^& 

DESTROYING  PRIVATE  INITIATIVE 

The  claim  that  government  intervention  in  aid  «f  th*.  • 
counterprt^uctive-undermining  morally  Lr^.tinl  n^S^" 
proving  jobs,  »nd  weakening  economic  SrffrSSSffi«it 

tending  that  they  do*  not  lack  ^m^C  trL^^  ^  ^ 
faire  insist  that  their  opposition Tto  liTiJJz™!**  ">l8Wse* 

considerations.  Federel  ♦  w  18  hfaed  on 

of  elective aid^ie^  *     7      ^  ""^  8^  ^  the  way 
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Reagan's  appeals  to  voluntary  and  community  action,  reflecting 
nosta'"ic  yearnings  for  the  past  that  lie  at  the  core  of  conservative 
philosophy,  presume  that  private  organizations  can  respond  adequately 
to  moat  social  problems  and  that  the  proliferation  of  federal  roles 
and  responsibilities  has  led  to  the  erosion  of  community  in  modern 
America. 


Nisbet  has  argued  that  government  interventions  accelerate  the  decline 
of  community  cohesion  and  weaken  "intermediate  associations  be- 
tween the  individual  and  the  state.  According  to  Nisbet  the  disintegra- 
tion of  •community  ties  and  institutions  in  modern  industrial  society 
has  been  caused  by  the  expansion  of  government  power : 

The  confilct  between  the  central  power  of  the  political  state  and  the 
*  whole  set  of  function*  and  authorities  contained  in  church,  family.  Kttlld. 

and  local  community  has  been,  I  believe,  the  main  source  of  those  dis- 
locations of  social  at  met  are  and  uprooting*  of  status  which  lie  behind 
the  problem  of  community  In  onr  age." 

Thus,  the  present-day  disciples  of  Burke  argue  that  government, 
,-ather  than  compensating  for  the  slackening  bonds  of  community,  has 
been  primarily  resi>onsible  for  the  presumed  deterioration  of  those 
traditional  ties.    , 

The  reverse  casuality  proi>osed  by  Nisbet  has  been  embraced  enthu- 
siastically by  conservatives  fo  two  reasons.  First,  this  reasoning  im- 
plies that  reductions  in  government  power  and  interference  will  halt 
the  destruction  of  conuiMimty  linkages  and  perhaps  rejuvenate  private 
initiatives  directed  toward  social  problems.  Second,  to  the  extent  that 
stabl<*and  closely  knit  communities  can  l«  shown  to  contribute  to  the 
upward  mobility  of  the  poor,  Nisbet' s  vit  w  suggests  that  federal  inter- 
vention is  detrimental  to  their  long-term  interests.  Gilder  speaks  for 
numerous  critics  of  federal,  social  welfare  policies  who  charge  that, 
"egalitarian"  federal  programs  destroy  the  strong  communities  and 
familial  cultures  on  which  upward  mobility  depends."  t  onservatiye 
assumptions  lead  directly  to  the  conclusion  that  federal  program^  in 
*    aid  of  the  i>oor  an* more  hindrance  than  help.  . 

A  parallel  but  narrower  argument  against  government  social  wel- 
fare efforts  focuses  on  the  impact  of  such  intervention  on  private 
charitv.  It  is  based  on  the  claim  that  expanded  government  activity 
hampers  the  operations  of  voluntary  agencies  by  competing  for  clients 
and  labor,  restricting  the  scope  and  nature  of  private  services -and 
diminishing  the  perceived  need  for  charitable  contributions."  Welfare 
critic  Martin  Anderson  concludes  that  because  "government,  at  all 
levels,  has  taken  a  great*  and  greater  role  in  welfare,  people  seem  to 
have  become  more  reluctant  to  contribute  to  private  charitable  institu- 
tions."** Implicit  in  these  attacks  i«  the  belief  that  government 
programs  have  merely  displaced  prior  private  efforts  and  that  the 
withdrawal  of  federal  aid  would  result  in  no  net  loss,  and  possibly  a 
net  gain,  of  resources  available  tp  combat  the  nation's  social  problems. 

Many  of  these  presumed  relationship  between  government  inter- 
vention and  local  initiative  are  too  broad  to  be  assessed  objectively.  By 
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£yrie^e^{*!S!^  *"d  ca!m»>nitT  stnictum,  evolve  in  nepaue  to 
munity  life  0  "^ting  changes  in  family  and  com- 

T)  ,     se  i -support.  The  inadequacy  of  private  helo  if  not  it*  Z,m 

Sw-T:  •    •  '  ^  g°vernment  respon3ed  to  unmet -basic  needs 

. ^SiS^£y  ev%^  that  cJiaffle  conSons^ff^d 

LS7^Hf«^  k'  AmPe.r,dence  m^sts  ^at  government 

social  welfare  efforts  have  not  dampened  private  rivinff  and  thlt 
charitable  activities  may  receive  greater  private  8uK  when  ,, 
plemented  by  public  expeditures %  No  £ubt  the  ?S  of  nrivate 

MHlt"  but      activities  of  »  healthy  nonprofit 

nted£  SS  Tnt  *°vernn,ent  etforts     ^fill  pressing  Social 

STeLr  ^  1    PT^^  ^^re  has  encouraged  Such  of 
Hie  char  ,aU,  giving  during  the  past  four  decades. 

tuwfwouid  hL^Sr^T  tImt  CUte  mfed?raI  ^  ^If.re  expend!- 
2  ™  offset  by  increase  m  charitable  donations  tonon- 
profit  agencies  have  no  empirical  basis.  To  make  up  for  the  $35  WlHon 
lost  *s  a  result  of  Keagan  budget  policies  during  Lai  y^rTl^  ^ 
private  vo  untary  contributions  wVuId  have  to  q^ffi  wTSS 
levels  of  giving.  At  the  same  time,  however,  the  S  of  SSential 
donow  may  have  been  tightened  because  piraonal^me  cuS 

nZZ^OS?  l\imr&ct?{  Re/£»n  budget  cuts  in  greater  detail,  the 
Urban  Institute  has  conducted  an  exhaustive  survey  of  some  6,900 
nonprofit  organizations  throughout  the  nation  and  JmpiledXaHed 

sins  rr„r •  inith<ir     ^  ^s^s^is 

that  private  agencies  have  suffered  considerably  as  a  result  of  thFad- 

SE^SSt*  "r01*1  wclfa?  phi,r?hy- 1116  SrVi, 

state,  and  local  governments  are  the  largest  source  of  funding  for  non- 
pront  organizations,  providing  approximately  39  percent  of  their  1982 
revenues.  Of  the  organizations  receiving  this  support,  57  percent  re- 
ported reductions  as  a  consequence  of  recent  federal  budget  cuts;  only 
rootmatm  at  end  of  art***. 
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8  percent  could  claim  increases.  The  remaining  35  percent  with  no  cats 
suffered  a  real  decline  in  the  value  of  their  support,  which  was  eroded 
by  inflation.  Organizations  primarily  concerned  with  the  arts  and  cul- 
tural activities  escaped  relatively  unscathed,  but  significantly  reduced 
*orernment  support  was  reported  by  68  percent  of  those  organizations 
engaged  in  employment  and  training,  72  percent  of  legal  services 
groups,  and  62  percent  of  social  service  agencies.43 

Empirical  evidence  casts  considerable  doubt  on  the  proposition  that 
federal  social  welfare  expenditures  are  crowding  out  private  chanty. 
The  Urban  Institute  finding  that  two-thirds  of  toe  existing  nonprotit 
organizations  have  been  founded  since  1960  and  flourished  during  a 
period  of  rapid  government  expansion  runs  counter  to  conservative 
claims.  The  proportion  of  Americans  willing  to  volunteer  some  portion 
of  their  time  in  service  to  others  has  also  increased  during  the  past  two 
decades.  The  few  studies  that  have  examined  government  expenditures 
and  volunteer  effort  in  areas  of  higher  education  and  social  welfare 
have  found  no  clear  or  significant  relationship  between  these  two 

f  •{•tors.**  j? 

In  its  glorification  of  "the  American  spirit  of  voluntary  service  of 
cooperation,  of  private  and  community  initiative,"  the  Reagan  admin- 
istration  consistently  omits  references  to  improvements  m  the  quality 
of  life  that  have  accompanied  federal  social  programs.  The  claim  that 
government  has  merely  'displaced  private  charity  is  Federal 
Qualitative  assessments  of  the  impact  of  P"W^.?,x^nd*tu^X  «n  J 
Jupport  has  improved  the  quality  of  care  for  children,  the  elder  y,  and 
other  dependents,  supplementing  the  continuing  efforts  of  families  and 
p  Phasing  a  greater  degree  of  privacy  and  autonomy  for  man> _  adults 
who  prefer  to  live  independently  and  maintain  separate  households/ 
While  the  nostalgic  image  of  home  and  community  care  is  anp^hng, 
in  fact  it  too  frequently  involved  inadequate  health  care,  degrading 
living  condUionTand  wide  disparities  in  the  availability  of  support 

across  families,  communities,  and  ^a^"^?*  that  always 
Federal  assistance  to  those  in  need  has  filled  the  gsps  that  always 
exisrbetween  uncoordinated  private  initiatives,  ensuring  In^dsrail- 
Strof  essential  services  an3  placing  an  uneven  income  floor  beneath 
the  poor  while  also,  raising  standards  for  provision  of  such  aid.  The 
feder^  grei^ment  has  played  a  similar  role  in  complements  the 
efforts  ol  state  and  local  governments  to  meet  community  needs.  In 
leases  where  federal  aid  has  been  reduced  or  withdrawn,  commu- 
^ZZntnABp*'™  have  found  it  impossible  to  maintain  existing 
"evHs  of  services. Private  and  public  social  we  fare  efforts  at  the  Iocs 
level?  far  from  being  crowded  out  by  federal  intervention,  have  been 
shored  up  in  diverse  and  useful  ways. 

THE  ASSAULT  ON  LOCAL  CONTROL 

The  final  refuge  of  opponents  to  federal  welfare  efforts  often  lies in 
rig*  a«7on7n7ocTed  concepts  of  federalism  In  the  elas^icconservat m 
view  virtuallv  all  responsibilities  for  social  ffl™™  shon1d  HlJnt 
state  and  ocal  governments,  while  the  role  of  the  federal  ^ernment 
should^ be  limited  to  selected  areas  such  as  national  defense  and  inter- 
2Se  commerce.  The  argument  is  that  state  and  local  governments, 
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The  fa? ^5B3^1^SS3L^3T5ZI^1,» I?""*      tnily  needy, 
deep  historical  ^Tjj^  wKST*  f°S  ,?c*i«OVernance 
burring  eonfli™ ovet  Ss'  r  ^^"icture«fth«  Constitution  and 
Local  provision  of  ai^  tn  /hf,  "5     throughout  American  history. 

£.  the  ^  of  thf  English  p^r  lairrheta^oTo^X 

inv^fh%?etcTof^tde  STSSf  ''TP  ^peatedly 

derson  wrote,  "the  closet ThM™!^  M***."  Martin  An- 

n.ore  efficient  ami  effecHve^  t0  the  the 

Similarly,  Roger  FSir^rSdT  l*W»«»H*tol*."« 

control  because  no  nationally  nSforaTSSZ.  JLTlf?  ?"Iy  under  1<*»» 
nite  ,artety  „r  tW  of  t^S^ 

f  -ft  eloaely  knit  com- 

his  ptrar^w  ?^™cfr,em'  soc",  wifare 

■he  eomln, ,Mre  wVclMoS,, thl. ££L r  .^T  JJJ.1  "■"  <"" 

■OTtore  Amirtam  f«SK"  '  *m  lm''od°«  •         •*<«  to 

«<■  i»«ws  ttawmu.^^^^';^^^^^   

.reme.nl  to  hrfp.nd  (be  pmpl,  wbo  w7SrXS * *°mt»f 

».lfar!';'„TP.t  '°  d«en,l™l'2e  proRram  administration  in  federal  noci.1 

istration  has  shown  H.il«  willin^Toen^i^  .  tfcSffiSftffS 
object,™  sorting  of  federal,  state,  and  local  ^SibS  l^itef 
broad  consensus  that  income  maintenance  fS  S^Trtw 
^!iieVeI  ^  *  nati°nal  lmtth »«*in*  l-^rty.  President  Kea^n  ht 

Vootnetm*  at  end  pf  artide. 
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sought  to  transfer  A  FIX"  and  other  income  transfer  programs  serving 
sbfe-bodieii  recipients  into  the  states'  domain,  in  return  the  adminis- 
tration has  proposed  federalization  of  Medicaid,  an  entitlement  pro- 
gram in  which  waste,  fraud,  and  abuse  have  been  reduced  as  a  result 
of  state  cost  control  and  enforcement  efforts.  If  a  revaluation  of  fed- 
eralism is  to  be  constructive  it  must  begin  with  a  more  realistic 
appraisal  of  the  resources  and  capabilities  present  at  each  level  of 
government  and  the  nature  of  the  problems  that  are  being  attacked. 

The  administration  has  defended  its  proposals  to  decentralize  wel- 
fare by  citing  its  belief  that  "income  redistribution  is  not  a  compelling 
justification  in  the  1980s  for  Federal  taxing  and  spending  pro- 
grams.'1 *°  The  unspoken  intent  of  Reagan's  new  federalism  proposals 
is  also  to  strengthen  the  links  between  income  transfers  and  low-wage 
labor  markets.  Elimination  of  a  federal  role  in  income  maintenance 
for  the  able  bodied  poor  would  enhance  the  ability  of  state  and  local 
officials  to  maintain  benefit  levels  below  prevailing  wage  rates,  thereby 
ensuring  the  availability  of  low-wage  labor  in  local  labor  markets. 
Critics  of  federal  intervention  promote  these  interests  when  they 
euphemistically  declare  that  "communities  should  be  able  to  decide 
on  the  standards  at  which  they  wish  to  support  their  needy  members."" 

As  in  the  case  of  voluntarism,  eonserva'  /es  seek  to  obscure  the 
reasons  why  federal  social  welfare  progr  «is  have  grown  in  recent 
decades.  Contrary  to  the  idealized  notion '  .  community  responsibility, 
state  and  local  governments  consistently  ailed  to  marshal  the  will  and 
the  resources  to  alleviate  poverty  am'  .xpand  economic  opportunity 
for  the  most  disadvantaged  prior  to  -.deral  intervention.  By  defini- 
tion the  poorest  states  and  localities  faced  the  most  severe  problems 
while  having  the  least  capacity  to  redress  them.  Competition  among 
states  also  discourages  individual  states  from  taking  a  lead  in  expand- 
ing outlays  for  welfare  programs  while  contiguous  states  hold  back. 
The  federal  government,  with  its  broader  and  more  equitable  financing 
structures  and  revenue  base,  is  far  more  able  to  support  income  main- 
tenance and  large  scale  human  resource  programs.  Past  experience 
strongly  suggests  that  if  the  call  to  return  social  welfare  responsibil- 
ities to  state  and  local  governments  were  heeded  the  result  would  not 
be  more  responsive  a  it  I  but  simply  less  aid  to  those  in  need. 

Xiwttit  stuaybTthe  elTecls"6T  federal  spending  cuts  on  state  and 
local  governments  demonstrated  that  such  concern  is  well  justified. 
Close  examination  of  the  nature  and  impact  of  changes  in  fourteen 
states  and  forty  local  governments  during  1982  revealed  that  only 
about  one- fourth  of  all  cuts  in  federal  funding  for  employment  and 
job  training  compensatory  education,  health  and  social  services,  and 
entitlement  grants  were  replaced  by  states  and  localities.  In  some  cases 
the  effects  of  the  cuts  were  delayed  by  utilizing  carryover  federal 
grant  funds,  thus  offsetting  the  immediate  cuts  and  delaying:  their 
ultimate  impact.  However,  as  tighter  eligibility  requirements  trimmed 
AFDC  and  food  stamp  rolls,  several  states  even  enjoyed  net  savings. 
The  cuts  in  entitlement  programs  were  the  least  likely  to  be  replaced, 
leaving  the  working  poor  who  were  on  the  margin  of  income  eligibility 
for  means-tested  programs  most  affected  by  reductions  in  federal  aid."- 

Some  critics  of  federal  social  welfare  programs  defend  this  result, 
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ie  and  locaI  governments  would  step  in  to  fill  current 
that  support  aid  f»  the  needy,  reducing  the  vb^y  ofSSKSb! 

sing  socmi  needs  in  their  jurisdictions  if  federal  suooort  wen»  with 
drawn  but  the  means  at  their  disposal  would  no?mallyk SJElLSri 
t  J5S  I        -ent  ^  not  ne«»te  the  fa«*  that  in  son* TiS&m  d^n' 

ffi  tm.i"SIOfn,nakmg  md  ^°^m  ^inistretion  S  c^cUl  to^e 
effectiveness  of  government  efforts.  However,  many  pervasive 

v^^hT1  ™?T£nd  Cannot  **  a^r^fficientTy  0rX 
%U\L  t  ,O0*,1,eve':  Even  in  traditionally  local  areas  efmnoft. 
SSISf'-iT*/"  e<lucatlon<,*  <Wer»I  role  is  iece^ry  to  ensSre^he 

ShET  I  rR  when  ^P81^  jurisdictions  reinvent  the 

wheel,  and  10  facilitate  improvements  in  knowledge  and  practice  ix£ 

SSJEfrS*  aIe'        or  pr,vate  in^i*tives  in  the  past.  Rather 

viS  of  th  J  n«/°n  'h8S  'T^ul  the  t0tal  reSOum>s  ^voted  to  all  J-' 
JE^M^  *■  net 
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*«^nf  s^^^^  f°r  that 

inevitable  co£fSS^i^1^nr^^  arrive  * 
•ffairs.  Although  ^bXveTi&W  flSSf*6  fS"111  **te  °' 
growth  will  ^what  alle^STnJ^  A  anticipate  that  economic 
some  individuals  mS  iu  ^i^^1^  that 
ties  of  f»iIu^nrT£  LSed  ^S^TtX**'  ^  ^ 
intervention  to  alter  market  o^m2  Wj.^T  S°vernment 
for  achievement  and ^  undermu^^^T^L<^wh  , 
of  those  it  sought  to  helo  *^  *nd- 1001111  character 

inherent  inTE  th«?'S&  «**»rvatives  view  inequality  as 

effort, luck%nSuA^  5!^  0f  ***** 

tunate  theref^bwT^ 

most  clearly  in  their  iv,t«X«VT  "  ProPer  responsibilities  is  revealed 
in*  that  -e^tV^  Argu. 
toward  ruthless  e^liUmni«^!^  J^Si?I?t  1°  ,,bertJ  »nd  a  step 
dom  as  an  ab^lu^^  ^^^1*^?  ldwl0*™*  Portray  fre£ 
•gainst  othe™eals*Kd  a^iradoT^^^W1^  ^"ced 
program  that  nSSriCe?  SeomT^  ^bT±£  <5f*7,e  *™7 
system  that  assura*  emmlitv ?«K£t  ^venubly  toward  a 

effort  or  merit  BTfri^  L  i^  L^^^J^  to  ^dividual 
opponents  of  f^Sl^^t^^^T*^0^^ 
dSmentally  at  oddVwfth ffi 2dS  EL** «  ^n? 

balance  between  oomDefin^t^nT  I?™  ^  w  the  notion  of  a 

a  figment  oHltllibSSf^^  remains  largely 
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are  normal  Disregarding  their  internal  inconsistency,  diverse  adher- 
(    ents  claim  that  these  eclectic  arguments  reinforce  the  theme  that  the 
nation  has  done  all  it  can  to  combat  poverty  and  inequality  of 
opportunity. 

Beneath  the  rigid  polarization  of  competing  ideals  and  the  wide- 
ranging  rationalization  for  public  inaction,  conservative  views  on 
poverty  and  inequality  arise  out  of  fundamental  value  judgments. 
Adverse  to  change,  they  are  willing  to  condone  known  economic  prob- 
lems and  social  ills  rather  than  risk  the  uncertain  consequences  of 
federal  intervention,  and  they  justify  this  choice  by  resorting  to  a 
presumably  moral  cltim  that  we  are  not  our  brother's  keefvr.  Thus, 
the  premises  of  conservative  ideology  are  rooted  more  in  normative 
judgments  than  in  the  nation's  experience  or  empirical  evidence  and 
lead  to  negativism  concerning  prospects  for  helping  the  poor  and  ex- 
panding opjwrtunities  for  them.  A  belief  in  collective  responsibility 
for  the  deprivation  of  the  least  fortunate  in  American  society  leads  to 
a  very  different  and  compiling  view. 

THE  THREAT  TO  FREEDOM 

Since  colonial  times  political  and  economic  freedoms  have  been 
perceived  as  closely  intertwined  in  the  United  States.  The  first  settlers, 
along  with  generations  of  immigrants  to  follow,  came  to  these  shores 
to  escaiH'  the  political  or  religious  oppression  and  economic  restraints 
of  authoritarian  governments.  Because  property  rights  conferred 
political  rights,  strong  safeguards  were  established  to  prevent  the 
usurpation  of  private  property  by  government.  As  America  evolved 
from  an  agrarian  to  an  advanced  and  predominant  industrial  society, 
tlie  nations  democratic  institutions  developed  more  fully  and  the  link 
between  i>olitical  and  economic  freedoms  became  less  clear.  Nonethe- 
less, the  rigid  notion  that  every  step  toward  expanded  opportunity 
places  liberty  in  jeopardy  persists,  enjoying  renewed  popularity  in  the 
1980s,         '  . 

Vigorous  assertions  of  the  importance  of  economic  freedom  and  the 
dangers  of  federal  intervention  emerged  in  the  1940s  in  response  to  the 
expanding  role  of  government  under  the  New  Deal  In  his  famous 
work.  The  Iioad  to  Serfdom,  Friedrich  Hayek  argued  that  government 
bureaucracies  by  their  nature  shift  decisionmaking  away  from  demo- 
cratic processes*  and  toward  totalitarian  or  dictatorial  control*  Sim- 
ilarly, Ludwig  von  Mises  warned  of  the  tendency^of  government  of- 
,  finals  to  seek  everlarger  and  more  powerful  roles  and  institutions  in 
which  to  operate.8  Milton  Friedman  has  reiterated  this  claim,  asserting 
that  government  "restrictions  on  economic  freedom  inevitably  affect 
freedom  in  general"  *  Threatened  by  proposals  for  greater  eoonomic 
planning,  optwnents  of  federal  intervention  have  claimed  that  bu- 
reaucracies administering  the  welfare  programs  would  escape  demo- 
cratic controls  and  secure  a  frightening  autonomy.  Conservatives 
quickly  dismiss  the  potential  for  effective  legislative  or  popular  over- 
sight of  government  initiatives;  thus,'  they  perceive  the  preservation 
of  economic  freedoms  as  indispensable  to  the  protection  of  political 

freedom.  .  , 

As  in  other  areas  of  conservative  ideology,  the  Reagan  administra- 
tion has  presented  a  remarkably  frank  defense  of  the  presumed  rela- 
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^PofZ^^l^^\^^  ^  im  Economic 

Z  cruris  ;?£  ^po^r^„a^sn^t  «*> 

Ic  condition*  la  such  9amSSmSmSS^PS^  i  eeonon*. 

parable  nations  with  a  predominant!/  market  economy  9  °    a*e  <*1*' 

/       fiwdoms  differs  indSTwftW  il^S^th  P0'"1™1  ""J  «»n<.mic 
turn's  fervor  n  concluding th«t  •»  • tne  Ke*^TRn  «dminjstr»- 

being  oppressive  and  mnnt^^S"-  "^P0™*  economic  controls 

vAwjvuy  ana  wealth,  that  nation  f^i  grow  noomr  t#  Aiiu^ 
night  follows  dry.  //  one  understands  thfp^a^^n^TiTt^ 

P°htieal  and  without  declines  in  eco^ic^wth 

fh^,"/?L"nnia,n  y  "J"? the  idea  *h*t »  middle  ground  cS  Sri* 
uranted  that  sharp  restrictions  on  economic  choice  threaten  nnlifi^i 

government  intervention  in  the  economy  varies  widelv  in  fJ™. 

i;,Thdihc„u?itM  *' h*-' 

icai  freedom  in  these  nations  cannot  be  seriously  otiestioned  fhl 
ponents  of  federal  social  welfafe  initiatives  nTZnT^^^iZ 
current  programs  or  any  proposed  expansion  of  SS^SSwSmS 
•ires  as  an  imminent  threat  to  political  liberties,  In™T  fed>raTeT 

tWi  fl  /  TTd  9T?/W  <™*ra*»°na!  consideration  during 
^  P**  two  decades,  have  fallen  well  within  the  range  of  ecommuc 

Vootaott*  «t  tod  of  trfkte, 
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Conservatives  recognize  no  circumstances  in  which  members  of  a 
prosperous  and  free  society  might  choose  to  share  their  acquisitions  in 
pursuit  of  greater  economic  sectinty  and  social  justice.  Keiymg  on  the 
experience  of  an  earlier,  less  aliment  era,  they  associate  govenunent 
regulations  of  guild  and  colonial  vintage  with  tyranny  and  view  cur- 
rent intervention  as  inimical  to  the  spirit  of  entrepreneurship.  lhey 
perceive,  accordingly,  the  combination  of  democratic  institutions  and 
free  markets  as  tne  only  alternative  to  this  authoritarianism.  William 
Graham  Sumner  explicitly  described  the  incompatibility  of  freedom 
and  aid  to  the  poor; 

If  any  one  thinks  that  there  are  or  ought  to  be  somewhere  in  society 
guarantee!*  that  no  man  shall  suffer  hardship,  iei  bin»  understand  that 
there  can  be  no  such  guarantees,  unless  other  men  give  tbeui-  that  is. 
unless  we  go  back  to  slavery,  and  make  one  man  s  effort  conduce  to 
another  man's  welfare.* 

Even  if  modern  social  welfare  programs  were  intended  to  provide  a 
guarantee  against  hardship—a  noble  goal  far  beyond  the  more  im- 
mediate objectives  of  current  policies—the  required  redistribution  of 
income  would  not  constitute  a  burden  so  onerous  as  to  be  labeled 
"slavery."  Yet,  by  denning  liberty  as  the  total  absence  of  government 
restrictions  or  claims  on  personal  resources,  conservatives  reject  even 
modest  steps  to  reduce  hardship  through  the  expansion  of  oppor- 
tunity and  redistribution  of  income. 

Centrally  planned  economies  instituted  by  authoritarian  govern- 
ments of  course  represent  the  antithesis  of  freedom.  However,  the 

Srudent  reallocation  of  economic  resources  to  serve  democratically 
esigned  and  clearly  defined  goals  may  have  opposite  and  desired 
results.  With  rising  affluence  it  has  become  conceivable  that  a  tree  elec- 
torate would  voluntarily  surrender  some  portion  of  its  economic :  free- 
dom. As  but  one  example,  a  payroll  tax  that  "robs"  individuals  of  part 
of  their  income  provides  a  guaranteed  income  to  the  retired  generation 
while  also  expanding  their  options  to  continue  working  during  their 
old  age  or  to  be  relieved  from  the  burdens  of  the  workplace  during 
their  declining  vears.  Devotees  of  laissez  faire  do  not  acknowledge 
this  choice  as  rational  but  fail  to  explain  how  political  freedoms  were 
weakened  hy  such  restrictions  on  economic  activity. 

Opponents  of  federal  intervention  ignore  the  voluntary  acceptance 
of  economic  restraints  in  part  because  they  question  Jf^macy 
of  public  decisionmakinff  in  representative  democracies.  W  ith  a  highly 
individualistic  concept  of  freedom,  any  form  of  collective  action,  even 
when  initiated  and  ratified  throu«rh  democratic  processes,  is  equateti 
with  force  and  tvranny.  As  one  observer  described  the  conservative  s 
definition  of  freedom, 

The  market  o"er»  freedom :  if  you  like  rifra-Olop  toothpaste,  no  oue  can 
force  you  to  buy  Presto-Ooo  instead.  Government,  in  contrast,  mean" 
£5£io  r  If J™  wJnTyour  ta*e*  spent  on  street  repairs  but  n  maiorlty 
o7your  neighbors  are  more  concern*  about  Are  pn^tfmi.  ^doHar* 
are  enslaved  and  shipped  off  to  flit  the  "Offers  of  the  Are  department 
SttlnSt  your  wiil  .  .  Buy in*  and  selling  are  freedom;  voting  and 
planning  are  slavery.' 
Footnotes  at  end  of  artttle. 
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«nd  col,ect  «  a,tic,nTh^gfe  participation 

vi<irS^  tonu^ue  ind, 

the  **tr*m™0^  substantial  tempering  of 

Potential  for  co^^^^^^^y  undermines  the 

— "  and  the 

daaxlin*  entrepi^eurtijlW  and  ^Tf'**1*0'  Personal  daring 

mon  end.  The  conswyatirL*^«^7  to  work  toward  a  wm- 

to  a  fmntler  eeoJ^*  n^ff  Sk°LSK7J^*^^ 
Piwdut live  than  cooperation  bnt  fM«  h.«iEf .     P1J°      mon  "odally 

^-not  be  ad. 

what  needs  to  be  don^dTo  n,a"ha UhTJSSS£tf!A  tSJ^?* 
government  action  as  a  threat  to  I ih^rt^HI^        rt-.By  «■*«!* 
,   nation's  progress.  ,,bert*  con9e^atives  impede  the 

OPPORTUNITY  VERSUS  EQUALITY  OF  RESULT 

equality  of  result  in  the  n^™  «i?/  n  ^htI  of  opportunity  and 

human  needs  ami  to  provide  «  L!! temPted  to  meet  basic 

VauJa      «       ■'?    an<1  opportunities  for  advancement 
Critics  of  the  welfare  system  consistently  attempt  L ^^TSS  i 
interventions  and  regulations  aa  in«»;.Ktl  i  -       to  portray  federal 
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toward  an  unattainable  equnlitv  of  result  and  that  social  welfare  pro- 
grams are  designed  to  serve  that  illusory  goal.  Tin*  perceived  link 
between  egnlitarianism  and  the  expansion  of  government  responsibili- 
ties has  become  a  central  theme  in  modem  conservative  thought,  but- 
tressing the  conclusion  that  poverty  is  inevitable  in  a  free  and  equitable 

^^preoccupation  of  conservatives  with  egalitarian  thought  isper- 
vasive  and  frequent Iv  indistinguishable  from  liberation  doctrine.  They 
have  claimed  that  "liberalism  pushes  with  increasing  aggressiveness 
for  equality,"  abandoning  "America's  unique  meritocratic  tradition 
that  for  generations  has  rewarded  achievement  and  fostered  social 
mobility.''"  Simon  identifies  striving  for  equal  opportunity  with 
"cqualftv  of  outcome,''  vhich  he  insists  requires  that  everyone  hmsh 
the  race  at  the  same  time  ...  in  clear  conflict  with  liberty.  "  I  he 
United  States,  according  to  the  Friedmans,  has  become  "purely  and 
simply  a  redistributionist  state,  endlessly  shaking  down  Peter  to  pay 
Paul,"  a  nation  in  which  "leveling"  is  the  dominant  goal. »" 

Bv  linking  social  welfare  programs  and  egalitariamsm,  conservative 
ideologues  jKirtrav  federal  intervention  as  antithetical  to  meritocratic 
norms.  Thev  attempt  to  fan  public  fears  of  injustice  at  everv  turn, 
trying  federal  social  welfare  efforts  to  egalitarian  ideals  which 

Wrest  the  reward*  away  from  tboae  who  bare  earned  tbem  and  give 

them  to  those  wbo  have  not  The  more  one  achieve*,  thr  more  one 

Is  iHinfuhed :  tfbe  lew  one  achieve*,  the  more  one  la  rewarded.  Kgait- 
tarianism  i*  i  morbid  assault  on  both  ability  and  justice.  Its  goal  is 
not  to  enhance  individual  achievement ;  UA»  to  level  all  men. 

The*  assaults  on  federal  intervention  make  no  mention  of  the  role 
of  th«.  tate  in  shaping  earning  opportunities  in  the  marketplace  nor 
of  the  .  rg«  measures  of  luck  that  combine  with  effort  and  talent  to 
determine  personal  income. 

\  polU'V  the  goal  of  which  is  to  achieve  equality  of  result  would  lw 
subject  to  challenge  on  both  moral  and  pragmatic  grounds.  Henry 
Hazlitt  has  articulated  the  moral  objection  to  such  a  policy: 

If  you  claim  a  "right"  to  an  Income  auffldent  to  live  In  dignity.  **J*ber 
you  are  willing  to  work  or  not,  what  you  are  really  claiming  la  a  right  to 
rart  of  somebody  else's  earned  income.  What  .von  are  averting  is  that 
tills  other  peraon  haa  a  duty  to  cacti  more  than  he  needs  Or  wants  to  e 
on.  ho  that  the  anrplua  may  be  aelaed  from  bin*  and  turned  over  to  you 
to  live  on.  Tbla  is  an  absolutely  unmoral  proposition. 

In  ad<lition  to  the  perceived  inequitv  of  these  transfers  conservatives 
lament  the  "assault  on  earned  dignity"  which  detaches  achievement 
from  deserts,  robbing  those  with  ability  and  motivation  of  the  pride 
and  distinction  that  would  otherwise  accompany  their  efforts.  Ke- 
distributive  policies,  therefore,  are  judged  to  be  both  wrong  and 

^ConsTrValiv^Vrvate  a  classic  straw  man  when  they  attempt  to  cast 
iilieral  social  welfare  policies  as  a  denial  of  differences  in  achievement 
or  a  threat  to  meritocratic  rewards.  Federal  social  welfare  prof  rams 
since  the  earlv  l««0s  have  sought  to  expand  opportunity  and  minimise 
the  hardship^  of  the  unfettered  market  through  modest  reductions  in 


Footnote*  at  end  of  arttete. 
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mcrea.se  econom  c  crowth  *«  mil  .«  ~~       marginal  tax  rates  would 

pated  boom  in  ™E acTiritv JIIKE^  fVenues- The  antici- 
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<*.  affluent.  The  liea^, *£S2£S£ tel&r ^'t'^" 

POVERTY-— A  PIGMENT  OP  IMAGINATION? 

uons  in  resoJvinc  conflicts.  whom* 
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incompetent  to 
potential  for 


Keagan  in  the  1960s  that  "big  government  ...  is  in 
deliver  mafiy  df  it*  promise?.'     'i  bene  claims  ignore  the  m 
running  federal  interventions  and  thereby  making  incremental  gains 
<^-.     in  the  ugtit  igainst  poverty.  Deprivation  and  hartbswp  are  posed  as  • 
'     facts  that  the  nation  -must  accept,  unfortunate  but  unavoidable  reali- 
ties about  tfe  way  the  world  woiKs,'  .... 

Conservatives  aastage  their,  conscience  by  insisting  that  the  poverty 
problem  is  not  as  bad  as  it  seems.  Repeating  a  constant  refrain,  fcunon 
contended  that  poverty  is  in  part  an  invention  of  -new  cites'  liberal* 
whvse  livelihood  depends  upon  an  evergrowing  populatftm  served  by 
social  programs."  A  similar  questioning  of  motives  and  integrity ;  is 
reflected  in  charges  that  proponents  of  aid  to  the  poor  are  guided  by 
envy  of  the  rich  rather  than  by  objectively  and  compassion,  1  resident 
*     Keagan  lias  suggested  repeatedly  that  poverty  and  welfare  dependen- 
cy is  perpetuated  by  bureaucrats  and.  program  administrators  who 
enhance  their  own  wealth  and  importance  at  the  expense  of  the  truly 
productii"  It  is  as  though  census  data  showing  that  poverty  has 
been  on  tM  rise  since  1978  and  that  some  34  million  Americans  live 
in  poverty  are  not  adequate  and  legitimate  cause  for  concern. 
,     Reports  of  growing  hunger  are  similarly  dismissed.  Despite  a  large 
•increase  in  the  number  of  privately  organized /and  operated  food 
assistance  outlets  and  an  increase  in  the  number  of  people  who  seek  help 
from  them,  the  Reagan  administration  proposed  sharp  reductions  in 
food  assistance  .in  the  midst  of  a  deep  recession.  President  .Keagan  s 
Task  Force  on  Food  Assistance,  noting  that  hunger  does  persist,  still 
claimed  that  administration-prcj>osed  cutbacks  were  usi  responsible, 
~  and  administration  officials  have  au^-d  those -standing  nsdup  lines 
<-*  of  ripping  off  food,  giveaway  programs  while  th#ir»cupboards  re- 
mained full.  The  task  force's  primary,  remedy-additional  business 
tax  breaks  for  donations  combined  with  tighter  eligibility  require- 
ments for  food  aid  recipients— certainly  belies  the  administration  s  < 
professed  "deep  concern"  for  the  hunger  problem. 

In  recent  years  opponents  of  government  intervention  have  at- 
tempted to  discredit  or  explain  away  official  statistical  measures  or 
unemployment  and  poverty.  Emphasizing  the  value  of  federally  sub- 
sidized food  stamps,  housing,  medical  care,  and  other  m-kind  benefits 
not  considered  in  government  data,  some  critics  of  the  welfare  system 
have  declared  victory  in  the  war  on  poverty,  precluding  the  need  for 
further  efforts."  Yet  the  Census  Bureau  estimates  of  the  value  of 
in-kiftd  assistance  to  the  poor  suggest  that  poverty  certainly  has  not 
disappeared  from  our  midst.  Depending  upon  the  m^hodology  used 
in  making  estimates,  the  number  of  poor  in  the  United  States  in  1982 
is  reduced  by  between  9  and  38  percent  from  official  levels  when  m-kind 
transfers  are  counted  as  income.  However,  the  same  study  found  that 
poverty  increased  by  47  percent  (from  6.8  to  10  percent)  between 
1979  and  1982  even  after  the  inclusion  of  noncash  benefits— a  rate  well 
above  the  official  28  percent  increase  in  poverty  when  cash  income, 
alone  is  considered.  As  a  result  of  the  10.4  percent  decline  in  the  aver- 
age market  value  of  noncash  benefits  between  1979  and  1982,  these- 
benefits  were  significantly  less  effective  in  reducing  poverty  in  1982 
than  three  years  earner.** 
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tions  in  this  aid  lead  to  increases  in  poverty.  If  conservatives  truly  be- 
lieved that  the  plight  of  the  poor  has  improved,  they  would  be  obliged 
to  support  the  programs  that  have  facilitated  such  gains.  Few  have 
proved  so  consistent  in  their  approach  to  poverty  and  social  justice  in 
the  United  States. 

INDIVIDUAL  CHOICE  AND  SOCIAL  CHANGE 

Social  change  necessarily  challenges  established  values  and  institu- 
tions. Conservatives  find  it  tempting  to  blame  government  programs 
for  the  evolutionarv  processes  that  they  find  threatening,  even  when 
the  link  between  federal  efforts  and  social  change  cannot  be  established. 
Anticipating  disastrous  consequences  from  contemporary  trends,  they 
prefer  the  certainty  that  government  will  not  accelerate  change  to  any 
benefits  that  federal  intervention  might  bring.  In  so  doing  conserva- 
tives place  themselves  in  opposition  to  not  only  government  respon- 
sibility for  social  welfare  but  also  the  legitimacy  of  personal  choice  in 
a  free  and  open  society. 

The  social  changes  that  conservatives  lament  are  the  products  of  | 
diverse  individual  decisions  made  by  millions  of  Americans.  Whether 
to  end  a  marriage,  accept  income  tansfers,  or  relinquish  religious  and 
cultural  ties  are  difficult  and  painful  personal  choices  seldonv  taken 
lightly.  In  some  instances  government  intervention  has  established 
j>erverse  incentives,  forcing  families  to  dissolve  in  order  to  subsist  or 
rendering  welfare  more  attractive  than  work.  However,  in  most  cases 
conservatives  simply  dislike  the  individual  value  judgments  reflected 
in  patterns  of  social  change.  By  seeking  to  preserve  the  status  quo  they 
are  forced  to  deny  the  sanctity  of  personal  choice  which  they  presum- 
&l}ly  revere. 

It  is  important  to  recognize  that  the  detrimental  impact  of  social 
change  is  not  as  evident  as  conservatives  would  have  us  believe.  Does 
the  moral  degradation  of  welfare  dependencv  impose  more  hardship 
than  material  deprivation?  Were  the  strained  marriages  of  yesterday 
necessarily  better  than  the  pain  and  turmoil  of  today'3  divorces  f  Did 
the  closely  knit  organic  communities  of  the  past  offer  a  more  hos  pitable 
environment  for  the  poor  than  the  current  welfare  system  f  In  each 
case  conservatives  glorify  old  patterns  and  practices  while  ignoring 
the  compensating  advantages  of  social  change.  A  more  objective  view 
would  document  gains  as  well  as  losses,  citing  the  freedoms  and  bene- 
fits of  emerging  institutional  arrangements  while  remaining  cognizant 
of  the  price  that  has  been  paid  for  them. 

Conservatives'  resistance  to  the  cumulative  results  of  personal  choice 
is  closely  related  to  their  portrayal  of  povertv  as  a  moral  problem. 
Despite  their  laissez  faire  ideology  opponents  of  government  interven- 
tion are  reluctant  to  view  low-income  Americans  as  capable  of  rational 
decisions  that  promote  their  well-being.  The  pom  presumably  are  irre- 
sponsible and  unable  to  make  prudent  judgments  or  shun  immediate 
gratification  for  long-term  benefit.  Hence,  the  choices  made  by  low-in- 
come persons  regarding  their  families,  incomes,  and  future  prospects 
allegedly  tend  to  run  counter  to  both  the  national  interest  and  their  own 
narrow  self-interest.  Conservatives  believe  that  unless  the  decisions  of 
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the  conservative  creed  Rmm.  mA^i-H        rvaUve  vwws.  True  to 

pa**  ^  MVptcrs^  «- 

r.t*nulltm  bu  Uh  effect  ofdlSSSS  <<™U>i  actiom. 

by  making  OwIm. NUnnU  uSSS  .iTSl?J'**n  **  '""""aaal  <n 

POVERTY  AND  DEPENDENCY— -AN  ALTERNATIVE  VIEW 

threat  of  dependency  within  a  smat  ■egmwtSTthe  wel^S 

tion,  most  impoverished  adults  face  nunSSS ^Srrfers  toSoK^S 

S  «Tn5^pll,C  W0l»t,°^  ^criminatory  einplUmmt 
lack  of  prior  work  experience,  and  a  perverse  w«lfa^«w^!^u7 
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.While  the  poor  in  general  seem  to  have  as  much  of  a  commitment  to 
work  as  do  higher  income  groups,  they  are  not  oblivious  to ;  rjtronal 
calculations  regarding  the  returns  of  work  and  the  marginal  utility  of 
income  versus  leisure.  Without  accepting  the  conservative  conclusion 
that  welfare  benefits  are  too  generous,  one  can  still  share  the  concern  of 
welfare  critics  that  high  marginal  tax  rat^s  for  the  poor  have  the  po- 
Si  for  creating  »Vverty  wall"  which  -destroys  their  incentive 
towork  and  sentences  tfm  to  a  life  of  dependency  onthe  government 
dole."  »  The  experience  of  the  past  two  decades  suggests  that  income 
transfers  can  alleviate  poverty  by  placing  a  floor  of  ^Xi^  work 
beneath  the  poor,  but  in  tlie  absence  of  initiatives  to  tap  their  work 
nXation  toomany  of  them  will  find  a  steady,  albeit  mimmaUsource 
ofmcome  preferable  to  the  uncertainties  of  low-paid  work.  Welfare 
policies  can  avoid  the  no-win  choice  between  deprivation  ami  depen  d 
ency  only  if  they  are  structured  to  provide  rewards  for  work  effort  and 
inLTare  accompanied  by  programs  to  promote  work  opportum  es 
Opponents  of  government  intervention  who  harp  on  the  motivation 
of  IhTpoor  seldom  acknowledge  that  their  willingness  to  work  has 
never  been  tested  in  peacetime  through  the  aggressive  expansion  of  env 
ptoymcTt  opportune  Although  OreafSociety  .^V^J 
stroiur  emphasis  on  opportunity,  trammer  payments  and  in-kind  as 
sisfcmce ^far^rpa^expenditures  on  education,  twining,  employ- 
B^t^m^u^S^ni^ion,  and  social  service  initiatives,  leaving 
tiS!vS^^M  work  experience  among  the  poor  largely  un- 
reJffi  This  Patteni  has  been  repeated  in  more  perverse  fashion  dur- 
h£  Slteaffin  administration:  despite  its  presumed  commitment  to 
op"portu«^yTan  alternative  to  welfare  dependency,  the  adnunistra- 
?fonTopposition  to  spending  for  employment, 
services has  left  federal  domestic  activities  increasingly  dominated  bv 
S^rSfer  and  health-financing  V™g™*-~  fCk^K 
ingf  has  grown  steadily,  opportunity  has  taken  a  back  seat  to  income 

m*A^Ten'the€kbsence  of  opportunities  and  the  limited  rewards  for  work 
^hm^n^S£^^  perhaps  surprising  that  the  poor  have  not 
r^n'dS^bslstence  bmSTS  high  marginal  tsx^by  drop- 
pinV out  of  the  labor  force  in  far  greater  ««wbera  R«*arc hMW 
surest  that  when  welfare  recipients  are  ^ 
ratefof  less  than  100  percent,  their  work  effort  ^^r^^This 
ateW  bv  variations  in  benefit  levels  and  marginal  tax  mtes.  IMS 
to  work  has  been  exploited  by  the  Keawm  ^m^ration, 
wWch  has  reduced  the  returns  from  labor  for  those  on  while 

to  .he  Inter- 
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rational  Americans  to  make 

P»ml  to  welfare  mu^Stfc^  rew,lrds  of  •«*  as  com- 

not  exist  for  lar*.  mm£«f  STETfe  ^  ^  ~n.8enr»^«  does 
ment  to  work  in™ rt35SS£ ^LT0""  P^nlttion.  A  oommit- 
represent  a  sharp  deDSSS^^f>^ni?e^t  Mturtii*  would 
Kidman's  word.,  sESSiX  ^fiff™  °f  ^088  wbo*  *  P^ter 
Hons  who  lack  skills^ ^av^U  ,  Lk&ffife^  ™1' 

advancement  and tf«  Klff0"'         18  thf  ^ersto 

NOTES 

«4BS^C'5,,^8amD"'  WM         amm       ^  *«*  «*r  (New  To*  :  H^per 

4C1        ^      ^  t0  8erfd°M  iChi<**>:  VDi™*-*  r™ 


er^EST  copy  2?3 


ECONOMIC  CHOICES  1984 
Alice  M.  Rivlin  (Ed.) 


Helping  the  Poor 


Americans  Jjve  comfortably  in  comparison  with  the  rest  of 
the  world  Jnd  with  earlier  generations  in  their  own  country. 
But  not  everyone  shares  in  the  general  affluence,  in  1982  more 
than  34  million  people—about  15  percent  of  the  population— 
had  incomes  below  the  government's  official  poverty  line. 
Between  1979  and  1982  the  percentage  of  the  population  in 
poverty  rose  steadily  to  the  level  of  the  mid-1960s. 

Moreover,  the  chances  of  being  poor  are  not  passed  out 
randomly.  In  1982,  12  percent  of  whites  were  poor,  compared 
with  36  percent  of  blacks  and  30  percent  of  Hispanics.  FanuUes 
headed  by  a  woman  were  far  more  likely  to  be  poor  than  other 
families.  Indeed,  for  some  groups,  poverty  was  the  norm  rather 
than  the  exception.  More  than  70  percent  of  the  children  living 
in  families  headed  by  a  Mack  woman  were  poor.1 

In  previous  chapters,  we  have  urged  that  high  priority  be 
given  to  policies  designed  to  keep  the  economy  growing  at  a 
healthy  rate.  Growth  not  only  raises  the  average  simdard  of 
living;  it  also  mak-s  it  easier  to  finance  government  services, 
find  new  opportun  ties  for  dislocated  workers,  and  assist  the 

But  significant  reductions  in  poverty  will  not  be  automatic 
even  if  growth  is  sustained.  To  be  sure,  some  of  the  recent 

AlkeM  RivKnundc.tr  ^  ?^  ^^^^^J^^^  144 
1  U.S.  Bunrw  of  *he  Census.  Currtnt  Pvfmkhm  Kq»r£  f^^^J^jL 
Charactrmhc»  of  the  Population  Below  the  Poverty  level:        (Government  Printing 

Office,  IW4),  p.  8 
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increase  in  poverty  «  related  to  the  1980-82  recession  and  will 
be  reversed  as  the  economic  recovery  proceeds.  But  poverty  is 
now  heavily  concentrated  in  groups  that  are  not  likely  to  share 
automatkafly  in  the  greater  general  prosperity,  especially  mi- 
norities and  women  with  children. 

A  major  challenge  to  public  policy,  then,  is  to  find  ways  of 
ensuring  that  the  fruits  of  economic  growth  can  be  more  widely 
shared.  The  United  States  should  not  tolerate  a  permanent 
underclass  that  ts  shunted  aside  as  the  rest  of  the  population 
improves  its  standard  of  living.  This  brief  chapter  serves  to 
highlight  the  problem  and  to  suggestion*?  solutions. 

Measuring  Poverty 

Since  the  1960s,  when  the  United  States  rediscovered  the 
paradox  of  poverty  in  an  affluent  society,  the  government  has 
kept  a  count  of  those  whose  incomes  foil  below  an  official 
poverty  line.2  The  government's  definition  of  poverty  income 
is  adjusted  for  type  and  size  of  family  and  tor  change*  m  the 
cost  of  living.  Income  is  measured  before  taxes  and7  includes 
cash  transfer  payments,  such  as  social  security  and  welfare, 
but  not  m-kind  benefits,  such  as  food  stamps. 

By  this  measure,  over  22  percent  of  the  total  population  lived 
m  poverty  in  1960  (see  table  74).  The  modence  of  poverty 
dropped  quite  rapidly  in  the  1960s  and  more  slowly  in  the 
early  1970s.  By  1974  only  about  11  percent  of  the  population 
lived  below  the  official  poverty  line. 

These  quite  dramatic  reductions  in  poverty  resulted  from  a 
combination  of  strong  economic  growth  and  increased  transfer 
payments.  Through  most  of  this  period  real  wages  were  rising 
and  unemployment  was  declining.  Social  security  benefits 
increased  substantially,  contributing  to  the  reduction  of  poverty 
among  the  aged,  and  transfer  payments  aimed  specifically  at 
the  poor  grew. 

Progress  against  poverty  was  interrupted  by  the  1975-76 
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recession  and  was  slow  for  the  rest  of  the  decade.  The 
proportion  of  households  with  cash  incomes  below  the  poverty 
tine  in  1979  was  only  half  a  percentage  point  towerthan  a 
decade  earlier.  The  lack  of  improvement  in  the  1970s  was 
related  to  slow  economic  growth,  rising  unemployment,  and 
high  inflation,  although  these  negative  factors  were  offset  by 
continued  increases  in  real  cash  transfers. 

The  decline  in  poverty  was  dramatically  reversed  after  197* 
the  poverty  rate  rose  about  1  percentage  point  each  year  from 
1979  through  1982.  The  rate  in  1982,  the  last  year  for  which 
complete  figures  are  available,  was  the  highest  since  1965. 

The  1960-82  recession  was  longer  (though  no  deeper)  than 
the  recession  of  1975-76,  but  it  had  a  much  *#re  serious  im- 
pact on  poverty  than  did  the  earlier  recession.  GroWjh  mthe 
real  value  of  cash  transfers  cushioned  the  impact  of  the  1975- 
76  recession-  In  the  most  recent  recession,  cuts  in  the  real  Value 
of  those  benefits  aggravated  the  effect  of  unfavoiabkeconomic 
conditions  on  the  poor.  A  substantially  higher  fraction  of  the 
unemployed  received  unemployment  insurance  benefits  in 
1975-76  than  in  1980-82.3  While  real  increases  in  social  security 

Public  A******  and  UikovW*"1  Compen****  of  tte  Home  Commttw  cm 
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benefits  protected  the  aged  from  increases  in  poverty  the 
fiance  relied  on  by  many  of  the  none^^'^ 
%  J^^realterms  TV 

^^dl^Thif"1^  ^  inSUltk>n  between 

and 1  1982.  dedmed  ^  percent  between  1979 

Since  the  distribution  of  income  other  than  transfers  appears 

^nTZT^iT*"*1  «**  a  <*  stained  growth 
may  not jead  to  reductions  in  peverty  in  the  future  un^Mhe 

aTTeversldT  "    '  ^  ^  °*  — transfer 
The  official  poverty  line  is  a  crude  measuring  instrument 
and  numerous  efforts  have  been  made  to  refine  it  ^TsT" 
refinements  designed  to  provide  a  more  accurate  indicTbon  o 

2*2*"*  *  ^income  po£ua&Tin- 
c^es  in-kmd  benefits  in  the  definition  of  inVonHSd  ro 
determine  poverty.  Considering  only  cash  incomes  gives  an 
mcornpiete  picture  of  changes  in  poverty,  Z^Cent 
aid  o  the  poor  in  the  form  of  fid  stomp,,  hSTTnd 
medial  care  benefits  has  increased  substan^^^  the 

It  is  not  clear  how  noncash  benefits  should  be  valued, 
however,  since  their  market  value  (the  cost  the  governmen 
has  to  pay)  may  be  greater  than  their  value  to  thVreS 

betn^ug^stf t}  v^^hod,  have 

Not  surprisingly,  inclusion  of  in-kind  benefits  in  income 
"Nhices  the  incidence  of  poverty  no  matter  what  valuation 

pmrnuge  point,  and  change*  m  the  bi^^^^J"!!!*!  *i 

pnwnU^point reduction attnbuuMe to erowth in iwrf^I^^r.SL^  . 
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Table  7-2.  Percentage  of  the  Population  below  the  Poverty  Level, 
Adjusted  for  in-Kind  Transfers,  Selected  Years,  1965-82  

Ymr 


1965  1X1 

WW  9.9 

vm  9.3 

vm  6.2 

1974  7.2 

1976  6.7 

1979  6.1 

19*2  *»* 
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method  is  used.  If  food,  housing,  and  medicaid  benefits  are 
valued  at  their  full  market  value,  only  10  percent  of  the  whole 
population  in  1982  would  have  been  counted  as  poor,  rather 
than  the  15  percent  counted  by  only  cash  incomes.* 

The  pattern  of  changes  over  time,  however,  is  not  greatly 
affected  by  the  inclusion  of  in-kind  benefits,  no  matter  how 
they  are  valued  (see  table  7-2).  On  any  measure,  the  incidence 
of  poverty  declined  substantially  between  the  1960s  and  the 
early  1970s  as  economic  growth  reinforced  the  effects  of  in- 
creased cash  and  noncash  assistance  to  the  poor.  For  the 
balance  of  the  1970s  poverty  changed  little,  as  the  negative 
effects  of  slow  growth  and  relatively  high  unemployment  wen* 
offset  by  continued  increases  in  cash  and  noncash  transfers. 
Between  1979  and  1982  poverty  increased;  indeed  the  increase 
appears  larger  if  in-kind  benefits  are  included  man  if  they  are 
not.7 

The  Changing  Composition  of  the  Poor 

Over  the  last  two  decades,  the  characteristics  of  the  poor 
population  have  changed.  A  smaller  proportion  of  the  poor  is 


6.  tf  «t  tUmstama  *  sunt  for  r»fe»  to  the  iccHent  me  somfmtmtematm  m 
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*8*diKmr  than  in  the  1960s.  A  larger  proportion  is  in  families 
headed  by  a  woman  without  a  husba^;and  a  soialUrnT 

demographic  characteristic*  of  me  po*  aflect  the  chokTcrf 
appropriate  policies  for  reducing  poverty. 

Thf  Elderly  Poor 

rate  for  noneMerly  persons.  TTw  incidence  of  poverty  unone 

security  benefits  were  increased  raoidiv  in  m»i  r-™,« 

n^  H  ^^^T^'n^ 
than  14  percent  of  Itkw  over  ^ty-ffveh«dc^in3^|X^ 

S^T. E°°r;  ^  P^***™  °<  the  poverty  popSatt™ 

<aUenrromi9p~nt  raffia 

agCd  amounts  of  earned  income 

t^fZE^T W***«*.nd  rehanScmea^ 
have  declined  substantia  in  recent  years  '  The  ieducbor?S 
£v«rty  among  the  eWertJ  is  attribu^to^eat^ 
e^^^lT?^  *PedficaUy  ^ed  at  this  age  g^T 

In-kind  benefits,  especially  medicare,  have  also  b«»n 
miportant.  Because  the  elder^  heavily  cm^sfm  the? 
**e  msuJated  from  the  impact  of  the  biuOness  cycteTf^icS 
are^orUyderrK^phk  proup  thTe^^^™t 
poverty  in  either  the  1975-76  or  the  19^^re«^. 

»f***fcng»y.  from  52  pc««,<  to  44  ^^^^^2^  h*»  cw«*v 


NomUerbf  Poor  FtmiUm 

A  major  change  in  the  living  arrangements  of  Americans 
has  occurred  in  the  last  two  decades  and  is  having  an  exag- 
gerated impact  on  the  population  in  poverty.  The  traditional 
husband-and-wife  family  is  less  prevalent  than  it  used  to  be, 
while  families  headed  by  a  woman  with  no  husband  have 
become  more  common.  The  percentage  of  family  members 
living  in  husband-and-wife  families  dropped  from  91  percent 
in  1965  to  86  percent  in  1982,  while  the  proportion  living  in 
families  headed  by  women  rose  from  9  to  14  percent. 

This  shift  is  even  more  apparent  for  children  under  the  age' 
of  eighteen:  the  percentage  living  in  families  headed  by  females 
nearly  doubled  between  1965  and  1982,  while  the  proportion 
living  in  two-parent  families  fell  from  90  to  80  percent. 

This  shift  may  be  viewed  with  alarm  as  reflecting  a  break- 
down of  traditional  values  or  more  positively  as  reflecting 
increased  freedom  and  opportunity  for  women,  but  there  is 
no  question  that  it  has  changed  the  nature  of  the  poverty 
problem.  Women  who  head  families  are  less  likely  to  be  in  the 
labor  force  than  men,  and  they  have  substantially  lower 
earnings.  They  are  much  more  likely  to  be  poor.  Increasingly, 
statistics  reveal  the  ''feminization''  of  poverty. 

In  the  1960s  most  poor  families  were  headed  by  husbands 
or  other  males.  Many  of  these  men  were  employed  at  low- 
wage  jobs  and  did  not  earn  enough  to  keep  their  families  out 
of  poverty.  Rising  wage  levels  reduced  die  incidence  of  poverty 
among  these  families  and,  combined  with  the  changing  family 
structure  for  the  whole  population,  substantially  reduced  the 
proportion  of  poor  families  with  male  heads. 

The  percentage  of  poor  persons  in  families  headed  by  a  male 
was  reduced  by  roughly  one-third  from  1960  to  1979,  falling 
from  80  to  53  percent.  The  proportion  of  poor  persons  in 
families  headed  by  a  working  male  also  fell  dramatically  over 
the  same  period,  from  67  percent  to  34  percent.  Since  1979 
poverty  among  families  headed  by  males  has  increased  again, 
but  this  increase  may  have  been  a  recession  phenomenon  and 
will  probably  be  reversed  if  growth  continues. 

The  incidence  of  poverty  among  households  headed  "by 
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ftowly  over  1960-79  Aid  raw  tain  in  1979-82 

fourths  of  poor  black  children  live  in  such  lamiSw 

Like  the  aged,  poor  households  headed  by  females  depend 
h«v*y  upon  transfers  for  the  income  they  re^.  Tne  mS 
programs  upon  which  these  households  iely-^inariiv 

Mr  real  dollar  value  «  well  as  those  upon  which  tteeS 

poverty  ratea >  for  the  former  group  continued  to  fall  through 
1982,  while  the  rate  for  the  latter  went  up  after  1979 

The  feminization  of  poverty  is  a  worrisome  trend  since 
economic  growth  alone  is  unlikely  to  have  a  major  impact  on 
™  S£T  ^J^y  of  the  means  by  which  families'^ 
poverty  found  that  a  female  family  head  was  only  half  as  UkX 
asa  male  family  head  to  end  a  spell  of  poverty  becausTof 
moeases  in  the  head's  earnings.  Con versd"  female  family 
£^^rVerty  m°?  ^n  ^  omes  i  often  as  male 
Z™ZJ?      **  a  re8uIt  of  incn*"»  «"  unearned  (transfer) 


Policies  to  Reduce  Poverty 

The  lessons  of  the  last  few  years  make  dear  that  recession 
2!™^  Worse'  specially  if  transfer  programs  are 

restra.ned  at  the  same  time.  But  the  compositionTm7knv! 
•ncome  population  gives  little  reason  to  expect  a  substantial 
deck*  »n  poverty  even  if  growth  is  sustained:  The  group  that 
makes  up  the  largest  and  fastest-growing  share  of  thV^erty 
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population— families  headed  by  females— will  probably  expe- 
rience little  reduction  in  poverty  from  economic  growth  alone. 
One  study  finds  that  with  exclusive  reliance  on  growth  rather 
than  some  combination  of  growth  and  transfers  to  reduce 
poverty,  it  may  take  as  long  as  eleven  years  to  get  poverty 
rates  back  down  to  where  they  were  in  1979.*  That  is  too  long. 

In  the  short  run  the  most  direct  approadUo  easing  the  plight 
of  the  poor  is  to  increase  benefits  going  explicitly  to  poor 
people,  especially  those  programs  that  have  failed  to  keep  up 
with  the  cost  of  living.  Benefits  could  be  targeted  to  those  most 
in  need  without  major  restructuring  of  current  programs. 
Several  transfer  options  are  described  below,  together  with  a 
proposal  for  shifting  more  of  the  cost  of  support  of  low-income 
children  onto  the  absent  parent. 

Although  cash  transfers  may  be  the  most  direct  way  to 
reduce  poverty,  they  are  not  necessarily  the  most  desirable  in 
the  long  run,  from  either,  the  point  of  view  of  the  poor  or  that 
of  the  taxpayer.  It  would  be  far  better  to  help  the  poor  acquire 
the  skills  and  the  opportunities  they  need  to  be  self-supporting. 
However,  training  and  job  placement  programs  for  the  poor 
have  had  mixed  success  in  the  past  and  are  unlikely  to  produce 
positive  results  if  unemployment  is  high.  In  the  growing 
economy  that  we  hope  will  result  from  improved  economic 
policy,  however,  new  efforts  should  be  made  to  increase  the 
chances  that  more  of  the  poor  can  become  self-supporting. 

Some  of  these  proposals  will  require  considerable  expendi- 
tures by  the  federal  government.  The  plan  we  have  offered  in 
earlier  chapters  for  reducing  the  deficit  includes  sufficient 
funding  to  allow  programs  for  the  poor  (AFDC,  food  stamps, 
and  SSI)  to  be  maintained  at  their  real  1982  value.  We  believe 
that  more  needs  to  be  done,  as  we  suggest  below,  but  in  the 
interest  of  keeping  deficits  down,  we  believe  that  further 
expenditures  should  be  financed  by  additional  tax  revenues  or 
savings  from  other  areas  of  the  budget. 

10.  GottschaUt  and  Danziger.  "M*mKVwxjm*c  Condition*,  Income  Tnmsfew,  and 
the  Twnd  in  Poverty,  30.  They  Msed  a  model  Hmtd  on  torn*  rather  opammhc 
assumptions  (sustained  3  percent  per  year  real  growth  m  GNPand  tmmttn  mmwteined 
constant  at  1982  levels). 
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Transfer  Progrmms 


The  following  four  proposals  would  reduce  poverty  directly 
^mcjasuigbenente  for  those  who  are  espe^yneedy  or 
are  excluded  from  present  programs."  1  y 

1.  Establish  a  national  minimum  Wfit  for  AFDC  AFDC 
be^tleveb  vary  greatly  among  states.  Even  when  combined 
wn*  food  stamps,  benefit  levels  in  lowrbenefit  states  are  far 
below  ^poverty  line,  bringing  the  combined  AFDC  and  food 

afZr^,^-  ^ST**  up  to^treeXX 

ff^P^^  ^  increase  themcomes  of  about 

a  mdUon  and  half  families  with  children  at  a  combined  state 
and  federal  cost  of  $2  billion  to  $3  billion 
Z  Increase  food  stamp  benefits.  An  uncomplicated  wav  to 
the  mcome  of  a  broad  range  of  low-tocome  oeook* 

^Z^J'u  Poverty  level  Food  stamps  are  a 3 

toalmost  aU  poor  households;  including  many  wno  areS 
giWe  for  public  assistance  because  they  contain  two  parents  or 
do  not  include  children.  Raising  ^food  stam^Eu^ 
Payment  by  *4  per  month  per  beneficiary  wm^costXut  ^ 

3.  Cov  er  tow-income  families  with  children  under  medicaid 
Many  poor  families  with  children  are  not  eligible  for  medicaid 

working  poor  families  with  two  parents  and  AFDC  famines 
who  have  worked  their  way  off  welfare  bufstUl  have  mcomes 
too  low  to  provide  adequate  neahh  care  for  their  cWHreT 

^L^LZ^  to  aU  childWa^d 

m^mes  below  the  poverty  line  would  cost  the  federal  govern- 
«nent  about  $6  billion  a  year  and  the  states  another  $5  billion 
u^?LpreSent  arrangements,  but  even*  a  more 

fimited  program  would  be  of  substantial  help  to  needy  families 

families      ,mpTOVe        heaIth  oi  chUdren  m  low-incon^ 
4.  Increase  the  earned-income  tax  credit.  Although  the  federal 

II  JnOtnonyofUudoMtC  Mm  the  5AccmaMe^  on  a^i^  ..  * 
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income  tax  largely  exempts  those  with  income  below  the 
poverty  line,  increased  re&wce  on  payroll  sales,  and  property 
taxes  at  the  federal  state,  ai^S  local  levels  has  increased  tax 
burdens  on  the  poor  in  recent  years.  The  tact  that  the  earned- 
income  tax  credit  is  not  indexed  has  eroded  that  form  of 
assistance  tor  the  working  poor.  When  tax  rates  were  cut  across 
the  board  in  1981,  no  mention  was  made  of  the  eamed-meome 
tax  credit.  In  addition,  while  automatic  indexation-  of  income 
tax  brackets  is  set  to  begin  in  1985  to  adjust  for  future  inflation, 
no  such  provisions  have  been  made  for  the  earned-irwome  tax 
credit."  An  immediate  upward  revision  of  the  credit  to  adjust 
for  past  inflation  and  permanent  indexing  would  seem  the 
logical  remedy.  , 
Part  of  the  cost  of  increasing  assistance  to  low-income  families 
with  children  could  be  offset  if  a  more  vigorous  national  effort, 
were  made  to  require  absent  parents  to  contribute  to  the 
support  of  their  children.  One  such  proposal  has  been  called 
the  social  child  support  program  (SCSP).'3  The  SCSP  would 
reduce  some  of  the  complications  and  cost  of  the  present 
welfare  system  by  shifting  some  of  the  burden  for  the  child's 
support  onto  the  absent  parent.  A  simple  payroll  deduction 
(scaled  to  income)  from  the  absent  parent's  wages  would  be 
supplemented  with  a  federal  subsidy  should  the  revenue  fall 
below  a  certain  minimum.  The  SCSP  effectively  nationalizes 
what  a  number  of  states  already  do:  require  absent  parents  to 
pay  for  child  support.  A  federal  program  along  these  lines 
would  have  two  distinct  advantages  over  a  myriad  of  state 
plans:  first,  an  absent  parent  could  not  evade  financial  respon- 
sibility by  moving  to  another  state;  and  second,  the  Internal 
Revenue  Service  and  social  security  mechanisms  could  be 
employed  to  locate  noncustodial  parents  and  enforce  payment 
in  a  way  states  are  unable  to  do  presently.  The  potential  savings 
in  AFDC  payments  resulting  from  national  implementation  of 
the  SCSP  could  be  as  high  as  $1.5  billkm. 

12.  See  Ctmtil  ExptgMthon  of  tht  Etommk  Recovery  Act  of  19SI  (U  K.  47.42.  97th 
Cwmw;  Pwbtk  \jm  97  W,  prevm*  by  the  Join*  Coam***  on  U*M*>»,  97  Cong.  1 
*m.  (GFO,  WW),  pp.  30-32,  »-«. 

13.  For  »  mott  a*a*d  **p»»n*non  ot the  program,  •*«  Irww  %«*^7™J^ 
of  CMM  Support  fai  Anttpwrty  Pvtky,"  WP  Dtocusftton  Paper  713-S2  (University  of 
Wisconsin- Madison,  Institute  for  Research  on  Poverty,  Cktober  1982) 
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Training  and  Work 

In  an  improving  economy  with  declining  unemotovm*™* 
abeiter  chance  of  success  than  they  would  ha^Ta  kn^ 

tow  i^^S,    ""^  to  try  new  approaches  to  helping 

vlTT  £T£  m°Ve  001  <*  I**"*  thn^gh  entplo^nt 
^should  be  concentrated  on  teenagers 

.«iiLth?ueCOIW,n]y  am^1wes  to  grow  and  unemployment  de- 

bt^h         f"W  yeare  »*       *°  ""usual 

break  the  cycle  of  poverty  by  concentrating  on  SiEroShe 

ptT^tr  *  ^  rr*'  ^^aoToTy^g 

people  from  tow-mcome  families.  The  opportunity  arisesfmm 

Young  people,  typically  frrtn-iamilies  headed  by  females 
^^cant  part  of  the  poverty  pop^' 
Some  of  them  make  it  into  the  mainstream  of  AmertcaTsocS^' 

skius  and  btue  ability  to  compete  for  jobs;  a  substantial  fraction 
a^rKhonaUv  UUterate;  and  many  aWLna^gS^^ 
become  mothers  themselves.  Ur^ployment  rat«  foTtW 
tow-income  teenagers  are  appaflingfyhS  YoSiTpeoote 

t>ecome  the  next  welfare  generation.  H  y 

Yet  relatively  little  emphasis  has  been  put  on  helping  this 
age  group.  Compensatory  education  has  focused  fit 
preschool  and  elementary  school  ciuJdren^u^C^^ 
grams  for  youths  have  had  some  success,  aiha^sW^ 

£tTT       hom        numbm  of  better-sSfed,  betted 

vtnSS  Krfc^  the  deck  againrtdtad- 
.  nL3Kea  teenagers.  The  next  few  years  could  b*  jH^-l  -i 
however.  Unlike  .he  1970,.  when  e^XZe^TS 
young  people  entered  .he  labor  for^S ,  J^Hn^ 
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1990s  will  see  unusually  small  numbers  of  new  entrants.  If 
general  unemployment  declines,  intensive  efforts  to  improve 
high  school  education  in  poor  areas  and  to  help  students  gain 
work  experience  while  staying  in  school  may  pay  off  in 
substantial  reductions  in  the  number  of  new  families  entering 

the  poverty  cyde. 14 

Studies  have  shown  that  youths  who  have  botij  early  em- 
ployment experience  and  a  satisfactory  higl.  school  education 
will  fare  better  in  future  employment  than  youths  possessing 
only  one  of  these  job  market  credentials.  A  suimunimum  wage 
for  high  school  students  might  increase  job  opportunities  for 
young  people,  but  might  also  provide  an  incentive  for  students 
to  quit  school  and  thereby  lose  one  of  these  credentials.  One 
study,  the  Youth  Incentive  Entitlement  Pilot  Projects  (Y1EPP), 
combined  both  school  and  work  ^perjence  in  an  attempt  to 
ensure  that  youths  would  obtain  bo^mdentiab.  15 

The  program  was  targeted  to'teWgfrs  from  low-income 
families,  both  those  still  in  high  schoMaAd  those  who  had  left 
school  before  graduation.  A  gt^Weed  job' at  the  federal 
minimum  wage  (part  time  during  the  school  year,  full  time 
during  the  summer)  was  provided  so  long  as  the  youth 
remained  in  (or  returned  to)  school  and  achieved  satisfactory 
performance  in  both  school  and  work.  More  than  half  of  the 
eligible  youths  in  each  pilot  area  participated  in  the  program, 
and  despite  some  problems  of  coordination  among  schools, 
employers,  and  program  sponsors,  the  results  were  very 
promising.  Implementation  of  the  program  nationally  could 
cost  between  $624  million  and  $1.8  bullion.  This  is  an  expensive 
proposal  but  one  with  substantial  potential  for  long-term 
benefits. 

In  addition,  renewed  efforts  should  be  made  to  help  low- 

14.  Crwwth  in  the  sharr  of  the  population  aged  sateen  to  twenty-four  wUI  be 
negative  through  1995.  For«amptr,  over  1965-90  ^n«m^o»m^» ^ 
to^ty<ourw«  m  2. 13  percent,  white  the  mi«i**fo<  ffiE2S 
See  Howard  N,  fulkfton,  "The  IW  Labor  Kxce  A  First  look, 
vol  103  (December  WW),  p.  14.  Because  birthrate*  haw  begun  to  mt  again  tn  leccnt 
yea**,  such  an  kJeal  opportunity  may  not  last  kmg  and  may  not  present  ttsett  agatn 

^  ^^W«£mTl»*x,  Joseph  BaU  and  Cart  Wdflttgen,  Li**,  Sdrnhmdj^k 

York:  Manpower  Demonstration  Research  Corporation.  19S2)  «or  detatb  o(  the  project 
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««4e  parents  earn  enough  to  move  their  families  out  of 

wmuies  eUgiWe  for  AFDC,  some  changes  in  tax  policy  and 
*ome  new  emphasis  on  federal  job  Iratotog  pn»amV^  be 
™*****Y  The  present  income  tax  code  provides  a  credit  for 
chdd  daycare  expenses.  To  take  advantage  of  this,  however 

!  !f8^faren.t  mV*  eam  to  make  it  worthwhile  to  file 

a  tax  return.  In  the  interest  of  sfenrjtifong  the  tax  system  in 

ehmmated  ami  replaced  with  a  universal,  taxable  grant  to  cover 

TW  changes  will  do  little  to  reduce  poverty,  however 
uru^  they  are  accompanied  by  both  emrdoyment  counseling 
and  job  placement  efforts.  The  National  Supported  Work 
demonstration  was  quite  successful  in  preparing ArTC-eJfeible 
female  parent,  for  work  experience,  a^STio*  a  cc^rougrX 

2ttfrto  ^  ****  ^  empSt 

under^the  Comprehensive  Employment  and  Tiaimng  Act  >• 

ex^r.^8"PP°rted  wark  P~?«n  would  be  considerably  more 
expensive  than  simply  providing  a  grant  to  cover  child  day- 
care expenses.  The  potential  benefits  to  the  individual  are  great, 
however  in  terms  of  increased  employment,  hours  worked 
and 1  earnings.  An  additional  benefit  accrues  to  society  from 
such  a  program:  a  reduction  in  both  welfare  dependency  and 
welfare  payments.  The  cost  of  national  implementation  of  this 
program  could  produce  significant  savings  in  AFDC,  food 
stamp,  and  rental  housing  subsidies  and  thereby  defray  much 
of  the  program  cost  These  benefits  and  the  great  handicaps 
with  which  this  group  would  otherwise  enter  the  labor  market 
may  well  justify  the  expense. 

Conclusion 

...1?  !aLUer  Chaptere'  we  **vocated  policies  to  ensure 
sustained  economic  growth  and  an  easier  adjusted  to  growth 
m  thecommgyears.  Though  the  plight  of  the  poor  has  rnmvred 

In  fa*  „  too,  < W*™,*^  8^*52^^  iSJSS.  ^'  P  ' 
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the  plight  of  the  general  economy  in  recent  £^P"^.£ 
the  1960s  stagnation  in  the  1970s,  and  retrogression  in  the 
^^receX-there  is  no  guarantee  that  this  parallelism 
will  prevail  as  the  economy  grows  in  the  future. 

Progress  made  against  poverty  before  l^re^ed^h^^ 
combination  of  expanding  employment  opportunities  and  strong 
So^m^nsfeV  programs.  Now,  however,  poverty  is  more 
Sncen^in  groupTthat  may  be  unable  to  take  advantage 
^p^ed^rtumties  that  should  result  from  simple 
eco^iTk^w^  minorities,  female  amily  heads 

a^unsJuHed  youths.  At  the  same  time,  transfer  programs 
£  Z 1  previously  helped  those  with  little  attachment  to  the 
market  economy  have  experienced  sharp  real  cutbacks. 

tte  prospects  for  reducing  poverty  solely  through  growth 
in  the  next  few  years  are  thus  bleak.  But  this  diagnosis  suggests 
a  prescription:  creating  new  initiative, jin  job  training  elum- 
natine  the  barriers  to  work  faced  by  the  poor,  and  resuming 
"aTgh,wth  in  transfer  programs  to  help  those  sriU  unable  to 
7am  enough  to  keep  out  of  poverty.  The  cost  of  such  an  agenda 
nnsfgnificantPbut  it  is  a  price  worth  paying  to  ensure 
That  the  economic  growth  we  have  advocated  is  more  widely 


shared. 
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CASH  INCOWS  TO^OTTOM^^!gg£A,MDAL 
auma  acorn  noroeus,  ssm  no  ma  am  um$m» 

(By  Joe  Humphreys) 
tm  car,  —X  law;  4tboa«b  Ittebmth.  aabjact 

°f  **5«t  1*  not  aary  mil  doflaod.    Tba  km 

Olaat  ration  of  chl.  lac*  of  aofialtloa  la  tba  f— Uy  t—Utmm  Tim 
(MT),  afalch  aaa  propoaod  daring  tba  flat  awl  92ad  Ommwmm  by  cha 
Ad1ai.tr.tioa.    la  aa  addrooa  po  aorlaoel  calrlal^  .  Jmprnt  8,  1W, 
tba  Prealoett  nn.  U,d  chla  atoaoaal  md  artd  of  lt»  1M, 
floor  aooar  lacajw  for  aotfci*j  or  laaoagaot  faaUloa  la  net 

"   fa  «•  tba  plao  Wfow  tba  Ca^ttoe  oo  1f  of 


tba  Saaato.  tba  tbao-Saeratary  of  Haaltb,  Maaatloa,  ead  Halfara  lobort  flaah 
"tba  aoae  aidaly  dieanaaad  oaeotla.  la  obocbor  fatly,  ao alotaaaa 

la  roally  la  fact  «  'aoareatead  -rnml  iaan_<   mu   . 

a— wmm         -  waowa  ,  ana  ta  tkla  onaatloa 

I  can  aapboticaUy  aoawr  'Ho'.-   So~  of  tboo.  abo  vigoro.-ly 
°WQ**d  tb*  ?w»wrt  •!»•  coooldorod  It  to  bo  aoaaiblag  atbar  fcbaa 
a  sa.ra.taad  iuccm  flm.  mA  ft,  tm  TmUy  tmXmtmm  tlm  mm 
^  ***~t**U«  m  .  •a-r^t-rf  lace*  by  ocbara  - 
botb  proaoo-ot.  aoi  oppooa*..   Ia  fact,  oa«  of  tba  AAaUlatraelaa'a 
ebltf  aoaoeata,  .«  tba  ,1a,,  Baud  F.  Itoyaibea,  haa  atltU.  bla 
book  o.  tba  Matory  of  tba  Fatly  mmlmtmm  Plaa  Tba  foAleiaa  of  a 
Cuaraotaad  Iacooa  m4  .tata.  In  it,  tba  propo^l        .  gu^t^, 
lacoa*  ..."  (p.  220). 
Charactarlatlce  of  a  Coareataad  Incoaa 

Altbougb  tbara  la  so  praelae  definition  of  tba  tat*  "gnarateed 
laeane",  tbara  ara  «  maabar  of  cbaraetarletlee  afdob  ara  mvvlj 
aeaaelatod  oltb  it.   tba  flrat  and  w»t  mrUm  of  tbooo  la  tba 


laproducad  froa;  o.S.  Library  of  Congreaa.  Coojrreeaioaal 
leaearcb  gerric.  Guaranteed  iLoo^opo.-i.  ;^£"ro^ 
!~  *'*^t''    (b^,Jf*  »^*r«y»J    ««port  no.  73-146  S0f 
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mi  providing  a  (iwMWt  peynent  to  w*t*  Iihim* 

mm  "nwe4s"  iev.1.   On  tola  bMia,  my  iwsMM^ooiitiwteo 
mpreseets  s  type  of  gwarMteed  lncooe  including  the  exietiug 
Mlfara  ay.te».    However,  om  of  the  «o.t  cosmm  ele— t.  of  propel. 
Wick  M«  chaxacteriaad  M  "gwerMteM"  lMOMt  plM*"  l«  the  fact 
that  thay  differ  la  mm  substantial  way  fro.  the  exietiae.  welfere 

•yWteM  «*»Ue  rst»ini»g  CM  M*iC  featUM  o£  •  gUISIMSHt  WW' 
mm4  os  need.    Ooe  such  difference  etolch  la  characteristic  of  mot 
"guerMteed  loooM.  flm»n      FedareliMtio*  in  my  or  all  of  thrM 
•mm:    adMlnistratioo,  funding  of  benefits,  mi  of  MeistMce 

(or  at  Uut  *  Federal  nlnlssss  level  of  MlUtMw) . 

Another  characteristic  is  uaivarMlity  of  coverage  m  contrasted 
wltn  Cb«  dieting  welfare  eysteei  in  which  eligibility  for  aeeletance 
ia  Halted  to  tboee  «rbo  have  •  statutorily  acceptable  reaMa  tot 
Mwdlag  MSietence:    l.o..  cm  aged,  blind,  mi  disabled.  and  children 
(with  their  Mthere  or  other  caretaker  relative.)  who  haw  been  deprivad 
of  rapport  because  of  tba  daath.  Incapacity,  absence  fro*  the  mm 
of  a  pa  rest  or  (in  mom  22  State.)  because  of  the  unesMloyMac  of 
thalr  father.    Using  this  characteristic,  the  Faadly  Aaalstaaca  Fl« 
wm  •  guaranteed  incoM  proposal  b«c-.»*«  It  extended  coverage  to  all  needy 
faaUliee  with  children  including  fsailie*  with  a  father  working 
full  tie*  at  wages  too  low  to  support  the  faiailvjor  FA?  was  not  a 
guaranteed  incowe  because  it  rastrictsd  coverage  solely  to  fesUliee 
with  children,  leering  the  aged,  blind,  and  disabled  to  be  covered 
Mder  a  separate  prograa  and  leaving  other  childless  aaady  persona 
without  coverage  under  any  Federal  cash  welfare  prograa. 
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StUl  «otktr  cfciricttrtRk  of  |MiMtMd  iaeom  ploaa  nUtw 
t0  th*  **•«•■*•  or  «>-oaco  of  coaditioao  -  „nu*lmKly  wmtk  n^t, 
oa  tbo  granting  of  aid.    Again,  tba  Faaaly  daoiocaaco  Flan  m  w  , 
guaraetood  lacoao  plan  bocauoo  it  retired  eaployable  faally  motor*  to 
,_  »j£#£*E  J  or  oaoloxMac  tad  r-",4"Tl  ekoai  if  tbay  did-  not 
work  or  job  training  vbon  offomd,'  or  it  MM  *  gftw 
Iwcomoo  occoptoaco  of  anployaaat  wmii  condition  of  allgikllity 
bot  oaly  o  roqoiroMoc  aoconoary  to  avoid  •  paaalty  (tbo  redaction  of 
tbo  total  fanily  M.i.tMc  poy-wt  by  tbo  mm  attribotablo  to  tbo 
proooaco  of  tbo  poront  rof ualag  —ploy— at) . 

Ia  coonoctioo  with  tbo  coaonpt  of  a  nork  raoolraaaat,  tbo  Coaaittno 
o«  Fiaaaco  of  tbo  Soaato  la  1972  eaatraotod  tbo  FAT  VmMMd  laooao" 
typo  of  work  roooiroaaat  with  tbo  Coanlttoo'a  "gnome  toad  f-rTiijnm " 
plan  undar  oaicb  oo  o^loyoblo  paraat  aoold  bo  roomirod  to  oara  tbo  firot 
•TOO  par  aoatb  of  faally  laooao  by  oorkiagj  aad,  if  ba  did  sot,  tbo 
family  oould  not  bo  ollgibl.  to  racoivo  aay  part  of  tbat  baoic  laeoaa 
froa  aaalacanco.    Tbo  proposal  includad  a  gaaraotao  tbat  onffidoot 
oork  would  bo  aado  awailablo  to  aoao  it  poooiblo  for  bia  to  oaxa  tbo 
$200.    (Howowr,  tbo  Coaaittoo'a  proyooal  did  lacloda  mm  prorioioaa 
for  aokiog  as»i»c<mcn  awailablo  to  tbo  eblidroa  of  paraato  wbo 
rofuood  to  work.) 

Io  mm  roopocta,  tbo  l«o»l  of  nnoiotaaeo  la  ralatloaablp 
to  km  dof initios  of  odoouocy  io  coaoidorad  to  ba  a  ballmrfc 
for  dotoralfllog  wttotbor  or  not  •  plan  qvalifiao  ao  a  gnaraotood  lacoao, 
Tbaa,  o  propooal  such  aa  tbo  Family  Aoalotoaco  Ploa  wttlcb  prowidod 
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en  Iocom  of  $1400  for  *  fondly  of  foar  (Inter  raised  to  $2400  for  *  fsMiy 
of  four  in  the  version  considered  in  the  92nd  Congrese)  might  be  less 
likely  to  bo  considered  «  guaranteed  inam*  then  thm  plan  of  thm  National 
Welfare  KghCe  Organisation  which  proposed  s  level  of  $6500  for  e  fsnily 
of  four. 

Another  feature  closely  eseocieted  with  thm  concept  of  guaranteed 
incoue  is  thm  "disregard  of  inemmm"  provieion  found  in  wot  plan*.  Bnder 
this  provision,  the  earned  in  com  (or  is  ion  plane,  including  the  firnt 
version  of  FAP,  007  Income)  which  thm  family  gets  from  ooorooo  other  thmn 
assistance  60mm  not  cmumm  m  dollex-for~dollar  reduction  in  assistance* 
Thus,  if  there  io  *  disregard  rote  of  40  percent,  $1000  of  wml  iocone 
will  reduce  tho  assistance  peyeble  to  o  fsniiy  by  ooly  $600  with  the 
other  $400  he  lag  disregarded  so  thee  tho  family  cen  enjoy  son*  of  the 
fruit*  of  it*  earning*  (end  eo  thet  it  will  hove  an  Incentive  to  continue 
to  eons.)    Although  tho  dieregerd  provision  is  cienunly  considered  to  bo 
characteristic  of  the  guaranteed  in  con*  concept »  it  ectttelly  ie  000  of 
tho  eopocte  of  soot  guar  en  teed  income  proposals  which  nomas  thee  depart 
fro*  tho  00— on* 00000  weening  of  tho  wordo  "guaranteed  income"  since  it 
eeeuree  that  lew^incou»  families  ee  a  group  will  not  bo  guaranteed  a 
opacified  lml  of  income  hot  will  have  varying  anounte  of  total  incoue 
depending  upon  tho  enount  of  earnings  they  have  from  sour  ceo  other  than 
Che  "guaranteed  incoae"  prog ran  itself.    Also,  although  the  current  welfare 
syste*  ie  e  one  tinea  pictured  ee  having  no  incoue  die  regard  provision,  it 
haa  included  ouch  a  feature  since  tho  tine  of  the  Social  Security  anend- 
e*nte  of  1967,  end,  in  fact*  the  disregards  in  the  existing  Aid  to 
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F-U1"  CkiUm  on*)  pt^rm  or.  in  oo..  inotaoca. 

.uo.tantl.1  tnon  tko.«  ofcich  wro  pr»po..d  ln  cbe  r-Btly  ju,^^  pl->, 

fOTW  Rtlatod  to  th.  ^T^rfrt 

Although  to.ro  bo.  boo.  much  dl.cu.iIon  of  guormteod  ineo*  ow  ^ 
M-t  f«,  yaar«,  th.  ort.t.  ba.  ofton  *      focu.*  on  .pacific  propo..!, 
ratbor  th*  o.  th.  ab.tr.ct  («,,  «  ill-d.fi.*!>  concopt  it- 

"lf-   Gtvm       «««»itr  of  prop*..!.,  eh,  iaae  «I1BMBt  u  --#d 

in  oopport  of  om  Pl-  n  of  i^orc.c  ln  ^ 

aootbar  plan  oV-ight  -ctuolly  b.uMd«„  agoio.t  «otbor 

Pl*°'    For  ***ple'        •r»«-eot  »*ich  >•  ooMtl^o  raia«d  in  fTOr  of  a 

«—  tb.  «l-tU«  St.to-controllod  plono  prorido  «,  l».do,uat.  W  of 
-a.iota.co.    Thi.  i.  m  u^xtmt  orgoMt  to  thorn  who  or.  oopportin,  . 
W*»  l*»r«tMd  -«au*l  Uco*  for  o  f-«tly  of  foor;  it  ia  of  for  1— 
i^rtonco  oo  on  or»u-«t  in  .upport  of  .  $1600  guorontooo  onnool  too*, 
for  «  f-Uy  of  fo«  .inc.  .11  bot  .  h«afttl  „£  statM  prorld.  M  ^ 
or  -or.  to  £— ilio.  ,» 
1.    Sonrico.  a,  fan^m 

<W-«to^  inco~  propo^l.  «r.  .o«tl~.  .up^rted  oo  ropto.«tte,  . 
wco...ry  *ift  of  o^hooi.  in  tb.  euro  of  pov.rty  fro.  a  aorvic.  .cr.c- 
mtr  t0  m  laepm»  U  io  argoad  that  tho  poor  by  and  largo  or. 

°°£  *•  t"«  root  of  th.  populate  .ac.pt  that  thoy  for  a 

"ri.ty  of  rwooo.  ar.  onabl.  to  attain  a  fair,  loioal  .bar.  of  th. 
-tion'o  Prcporlty.    Wh.t  t!*y  a#od  thorofor.  i.  not  oo*  ..rvic  prog*.. 
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ox  oo*m*HUt  to  change  them  la  to  nam  end  self-sufficient  person*;  wmet  they 
eme4  rather  jin  simply  wnxy  to  enable  them  Co  leed  a  decent,  dignified  exist- 
ence untju  msch  time  a*  they  are  able  co  become  eelf-suf ficleut.    This  11m 
of  ersmnent  holds  that  che  poor  art  as  activated  an  anyone  else  to  hotter 
rtnaaulreii  «W  cm  bf  expected,  mm  «  group,  to  f*«lX  ttiSMalvea  of  may 
oe^rtmnlkle*  for  eeplormeot  which  become  ifilUbU  so  ee  to  bmconm  nmlf- 
eupnortinl*    jThis  armament  also  Include*  the  belief  tint  much 
IBS  tennifnd  for  «  guaranteed  income  program  comld  bo  found  by  dismantling 
existing  imgtiaM  based  on  a  services  strategy  designed  **>  change  the  live* 
of  the  poojr  but  actually—to  the  view  of  theme  making  the  ftTfMMit— serving 
primarily  ko  sqpport  those  who  operate  the  programs, 

my  coltraaV,  it  to  argued  that  it  is  not  momd  nodal  policy  to  roly 
on  human  nit  ore  to  strive  for  selr-suff iciency  in  the  face  of  am  available 
source  of  wlrk-fVee  income.    While  society  may  hav*  en  oblige! too  to  care 
for  thooe  wlo  era  really  unable  to  provide  for  themeelvm*  adequately  throofb 
current  wriUuc*  a*  the  Mind,  aged,  and  disabled,  it  eleo—teeder  thia  11m 
of  argusnust-lh**  4  responsibility  to  encourage  earn  eld  thooe  who  cam  cere 
for  themselves  *n&  become  self-supporting  to  do  so*    Thin  typo  of  nigueunt 
would  be  ueei  to  support  the  provision  of  services  *  leading  to  asm  loy  ability 
mm  opposed  tolthe  provision  of  inceme,  to  support  a  categorlcml  aa  opposed 
to  universal  Aype  *<  welfare  system*  and  to  support  the  concept  that  income 
maintenance  lete-le  should  »oz  b*  raised  to  the  point  of  becoming  too  attrac- 
tive mm  an  alternative  to  work. 
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2.  am 

10  f*vor  of  to«~  propooolo,  te  U  .omcim.  .rgood  t|we 

-  «-ti«  -  p«*ponn«  m  tho  Uoitod  set-  oh<mld  odopt  «m*  -  ,l«  .^ly 
b*C*UM  "  U  •  to  oiw  wid«pr»od  te 

C°ntlOU*  t0  exl,t'   rht'  U-  •«  «*— t  i.  rrftoct*  to  ^  ttel-.  of  ^ 
««iodioo  roport.  both  of  vtu<*  „co— *od  .  fot.  of  go^oot-d  toeo«. 
to  J«ao,  1966. tho  Advl.ory  Cornell  on  MUe  UOitn  immi  m  ^ 
tittod  "H«nog  too  Po-r,  ««Hov»  too  Duty".    fa  g,^,  m?<  ^ 
Frooidoot'.  Co-i..t«w  oo  looo-o  Kototoo^co  Frogroo.  i,.^  . 
-titl.d:    Wty  Aoid  n«ocy5    Th.  o*rtCo.  Foro**".    to  oppooltioo, 
«  i.  .r*,*  toot  tho  ootioolo  oot  «f  fidootly  WWM.  to  Wrt  . 
goor.»t~d  loco-  propo.,1.    Tbooo  «o         chto  o^BM»t  ^to  oottoot- 
—  th.  <Ub.t.  on  th.  »o^ir  ooolot-co  FUo  toot  pn^^o  with 

a-drooto*  loco*  PWt,  p-gged  to  *ouc  too  officio!  po^rcy  toro! 

h"**  gr°"  "mu*1  «■«■  of  $30  biUioo  md  thot  to.  $6)00 

Pl"°  0<  th#  "•ti00*1  W»*e.  Orgooi^tioo  o«a4  fco«  co«.  i«  tfco 

oroo  of  $70  billion.    Wit*  rooooct  to  l«   .  , 

rM>>*cc  ™  tooo  o^oooiTo  propooolo  <o.g. ,  Mr), 

it  to  ««uod  th.t  tho  .doptioo  of  «,  gooxoot^  toco^ooau  r^e  to 
P«o™roo  vtUch  «x.ld  ulttootly         to  to.  Option  of  «*.  of  tho  «,„  • 
cootly  progroM. 

3'  vo.  Stof  Pr^fyff 

rho.o  who  .upoort  KM  guotootood  loeooo  propooolo  ploco  wd,  o^hoii, 
««  th.  booofito  to  bo  obtotood  fro.  tho  FodoroUootio.  of  toco-  ooiotooooc. 
It  to  orguod  thot  povorty  i.  o  notionol  probio.  mi  booc  on.  *hich  con  mmt 
prop.rly  m4  mo.t  off.eUir.ly  bo  do-U  with  through  o  ooeioool  loco* 
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(  joorootood  locooo)  pro*  rom.    Tb*  orftawot  gooo  bocb  to  •**itf 
ood  of  fldoocy.    It  U  polotod  out  tbot  pf«Mtt  wolf  or*  progroao  on  00-  4} 
•lolotoroo1  by  ovir  1000  dlfforoot  Stoto  ood  Ucol  Jarlodlctlooo  with  too 
rooolt  tbot  cboro  to  oocblog  opproocbloo'  notloool  ualfomlty  U  «M 
tbooo  pro«rooo  oro  mo.    Ao  o  rooolt,  it  lo  «Uoo*d  thot  dlooto  oaf  for  " 
fro*  linn  trootooot  ood  tho  iotoortty  of  tfao  prc^r—  owfUro  from  lock 
of  oeco«ato>lllty<    (A  **eoot  (Mtci«  Frlat  of  too  Sobcooodttoo  oo  floco! 
Policy      «*•  JoiAt  ImcMie  (Wit  too  to  ootttlod:    "XifiM  1*  *ol#*ro 
AAotolotrotloo:    Wolfo  to—An  AdMoiocrotl**  Vtgfccaftxo".)    Ibo  o*ttex  of 
ooml  ty  lo  oloo  roiood  with  roptct  to  boolc  ooolotooco  Lorolo  wbicb  ▼•ry 
wldoly  froo  Stoto  to  Stoto*    (Ao  of  July  «72t  —imtmm  iwii  for  0 
foolly  of  foor  riSfU  fro«  $60  i*  000  Store  to  $335  in  eootber.)   A*  oopoe- 
lug  iuup«ir  lo  cfc*t  welfare,  being  booed  00  lodHrlduol  need,  is  eot  proper^ 

e  setter  for  edmdeletretloo  by*e  federel  baroeocrecy  bmt  efcoold  be  loft 
to  toe  Stetee  ood  locelitlee  obo  or*  elooor  to  the  probleeo  ta*ol*»d.  It 
lo  oloo  eoeetloee  ergoed  tbet  too  'Wfere  preblea"  eblch  bee  give*  riee 
to  the  de*eed  for  e  foereeteed  locee*  lo  «  aeelooel  problem  only  1a  tbe 
eeooe  tbet  It  boo  boon  couood  by  netlooel  octlon  00  the  port  of  oU  three 
breocbee   t  the  rede  r el  gommwowc  ekich  bod  tho  offoct  of  teklof  owoy  fro* 
too  $  tot  00  mad  XocoUtloo  ouch  of  the  discretion  tboy  orifloolly  wore  **we© 
lo  oporotlof  their  welfare  profreee.    Vlth  reepect  to  tho  equity  of  die- 
perete  eeeieteooe  lerele  0*004  tbo  Stetee,  It  lo  ergoed  tbet  00  feeelble 
goereoteed  lacoo*  prof roe  coo  eolve  tbot  problem  9  loco  op  loo  with  «  lo*~ 
level  of  ooolotooco  would  reoelre  cattle*  bock  00  too  boooflto  eeip  oYolloblo 
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<«  PHkU.  which  could  be  .voided  only  by  requiring  or  «t  is  set  wo^r-glag 
St"t**         hX«tar  l-1rBi"  "  the  r«der«l  gwareufed  incc  ^ 

thu.  continue  the  iBt.r-St.te  inequities)  or  by  e.tsblishing  .  f.d.r.1 
level  so  high  «  to  Mta  the  pro«rM  prohibitively  expensive. 
*'   Wg^  laceactvee       y«,^T  stebii^ 

0*.  of  the  TgMeaf  off  erred  i«  support  of  gusr«nteed  incoesf propoeei. 
i«  thee  reinforce  the  incentive,  for  .ocieily  scceptsbl.  b-h-.^or 

m  opposed  to  the  present  welfer.  systes.  which  is  considered  to  undermine 
~*  i»ce«iv~.    TbeHoc  entire  «,-«e  coocero.  t*«  .re-  e^eUy- 
~*  incentive,  snd  incentive,  for  f-»Uy  .t.bility.    With  respect  to  work 
incentive,  it  U  srgued  tb«  gu.rsnt.ed  iaco-e  p!**,  becuse  they  include  1 
the  ei.«*erd  fe.cur.  de.cribed  previously,  el,^  ^  lt  ln  th,  {mLXf,m 
self-i«t.rest  to  cootioae  eeployw.nt.    In  Edition,  thee  pi«.  „hich  in- 
dud.  .  work  re,uire«mt  subject  to  «oz»  penalty  .re  thought  to  provide 
•tron,  i«ce*tiv«.  to  vork  through  .  co«bi«etio«  cer  rot-end- tic:  mnmeh. 
O»om*f,  however,  „rgu«  tbet  the  di.reg.rd  feetures  of  guars*  fed  inco- 
pl«  .re  too  -.sger  to  offer  my  reel  incentive  for  e^ioy^mt  (end  th«t 
they  «.t  be  uesger  beceuee  eoy  subetsntial  incre.se  in  the  rste  of  incom 
di.wg.rd  result,  in  •  dreetic  incre.se  in  sssi.tsnce  ces.loed'snd  in 
progre,  costs)  sod  th.t,  in  feet,  when  benefit,  free  other  progress  such 
-  -eiceid  snd  food  .tee*,  .re  considered,  there  mey  be  no  incentive  ec 
-11  (or  there  0«  .  positive  ^incentive)  for  w.lf.r.  I  smiles  to 

wrk.    further,  it  i.  .rgued  thet  both  the  disregerd  end  work  requirement 
<#*tttX-  °{  •«•"•<"<  ^co*  pUn.  h.vs  i„  ,.ct  beea  mcorporsted  into  th. 
erfeting  welfere  systea  without  reeerkeble  results. 
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Ifitb  rwpect  to  the  incentives  for  family  stability ,  proponents  of  a 
guaranteed  income  argue  that  the  axis  clog  welfare  system  drive*  families  to 
•slit  up  because  the  family  cannot  get  assistance  if  an  ess;loy«d  father  (or, 
iA  about  half  tha  States ,  an  employable  father  even  if  unemployed)  ie 
present  in  the  how.    Thus,  It  ie  argued,  the  father  ney  desert  in  order  to 
enable  hie  family  to  get  on  welfare.    9y  contrast,  a  guaranteed  income  would 
allow  the  father  to  resale  et  bone  and  a  till  receive  incone  maintenance 
payments  to  help  support  hla  family.    Opponents  of  guaranteed  incone  plane 
ementloo  the  allegation  that  non-aval  lability  of  welfare  for  families  with 
employable  fathers  is  a  prime  cause  of  desertion*    It  is  argued  that  deser- 
tion ie  as  likely  to  be  caused  simply  by  the  availability  of  welfare  which 
alleviates  some  of  the  drastic  economic  consequences  which  would  otherwise 
be  faced  as  a  reault  of  family  break-up.    Thus,  to  the  extent  guar ant eed 
Incone  nakee  assistance  aore  readily  available,  it  could  be  a  aid  to  Increase 
the  Incentives  for  desertion.    It  is  also  pointed  out  cant  even  under  a 
guaranteed  income,  the  total  benefits  payable  to  the  family  would  be  in- 
creased by  the  father  leaving  home. 

The  past  eeveral  years,  and  in  particular,  the  past  three  years  have 
seen  extensive  writing  end  debate  over  "guaranteed  income"  proposals  partic- 
ularly with  reference  to  the  Administration's  proposed  Family  assistance 
Plan  (which  was  rtCt  <n*ct*d  and  is    not  currently  being  requested  by  tha 
Administration).    The  record  of  public  hearings  by  Congressional  committees 
on  this  proposal  run  to  more  than  15  volumes,  and  the  measure  wee  debated 
extensively  on  the  floors  of  both  Houses  in  two  separate  Congresses.  This 
report,  then,  repres.nts  just  s  very  summary  treatment  of  some  of  the  nore 
prominent  themes  which  appeared  in  the  Argumentation  of  the  issue* 
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POVZRTY  AMID  PLEWTT:    THE  AMERICAN  PARADOX 


and  Parent 
Programs 


Our  investigation  of  poverty  in  Amerka  has 
*******  this  CammMoo  that  tkt  problem 
caraH*  *  ******  Government  intern*. 
*^TV  cluB^  we  face  .  to  ^  a 

«  P«*»»J  bask  ^oomkfccwjTtvtomflAmcri- 
can*  We  want  a  tystem  which  hen*  people  ob~ 
tam  adequ^  income,  which  is  cqnkafak,  and 
*h*ch  preserve*  both  dignity  and  *c*at*c,  % 
«n<rcasmg  the  income  of  the  poor,  and  by  pre- 
****o*  many  from  becoming  poor,  such  a  avstrm 
reduce  the  growing  dfatanee  between  the 
poor  and  the  average  Araerstm 

The  federal  Cotrrnmem  aad  Suae  >nd  local 
governmems  have  operated  income  maintenance 
pro^raowfor  many  year*  Before  developing  « 
ocw  system  we  nam  learn  the  lesson*  of  these 
earner  programs  designed  ic  the  poor.  Thai 
chapter  suonnariae*  those  lesson*  A  detailed 

*tY*w  °*  *******  program*  »  taduded  to 
Appemfax  A. 


The  Origin*  «|  EBtahaj 

^  ******  system  of  income  maintenance 
P^aVri^  *  ^  Ocp««lon  of  the 
1  w*  "*«  »»*»ona  west  wsempbyed  A$  it  has 
<™**d  over  35  peai*,  ic  has  been  baaed  on  * 
thfwtTOyd  jtrasegy  of  napa.j  ,mMl,  gpcfei  fc. 
«»i^aodl%^Aiablahce.fa 
ffeat («aiorky  «T  people  ot*aa?  their  income  and 
*****  «"»  rmplnynam.  The  strategy 

tons  asanmed  that  monetary  and  oscal  poficie* 
wild  guarantee  sn&cknt  employment  at  ade- 
quate wage*  for  mom  people,  while  eolation  and 
triimng  programs  would  aamt  others  m  devciop- 
«¥        employment  potential  If  there  were 
johs,  adequate  education  would  aannr 
>wg  people  a  place  in  the  labor  force.  In  add* 
taw,  a  £am3r  or  individual  w«iM  itced  protection 
against  change*  m  the  tnwmployinent  rate  and 
the  mppfcng  loan  of  bcome  when  the 
t****»mn€r  retars,  dies,  or  becomes  disabled. 


Reproduced  from:       Powtv  amid  plenty  rh*  .   < 
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Fmafly,  Puboc  Assistance  wwM  be  necessary 
a»  a  "residual  program"  to  aid  those  considered 
unable  to  enter  the  labor  force. 

This  analysis  gave  Nrtb  to  the  Social  Security 
System,  which  provided  partial  income  rcplace- 
ment  to  worker*  and  their  faimbcs  apon  rct>  c- 
roent  or  death.  More  recently  *  has  provided 
isvatne  to  disabled  worker*  and  health  insurance 
for  tfcr  aged.  Sute  Unemployment  Insurance 
programs  were  encouraged  by  Federal  legisla- 
tion to  keep  those  who  were  briefly  unemployed 
from  becoming  paupers.  The  Public  Assistance 
system  was  constructed  as  an  optional  Scale  pro- 
gram, jointly  financed  by  aH  levcb  of  government, 
to  provide  aid  for  particular  categories  of  the 
poor;  the  Wind,  the  aged,  the  disabled,  and 
dependent  children  and  their  guardians.  Gen- 
erally, able-bodied  male  workers  were  inehgibk 
for  assistance  under  any  of  these  programs. 
Training  and  manpower  programs  have  been 
developed  to  increase  the  earning  power  of 
employables — but  only  recently.  Other  transfer 
programs  have  been  created  for  special  groups 
deemed  deserving  and  in  need— such  as  vet- 
erans—and a  variety  of  subsidized  goods  and 
vrvices  *uth  as  bousing,  health,  and  food- 
have  been  made  available  to  various  income 
groups. 

The  strategy  behind  the  income  maintenance 
programs  of  the  I9.Ws  was  aimed  at  the  lack  or 
loss  of  employment  rather  than  direcdy  at  the 
problem  of  poverty.  Today,  however,  the  con- 
teat  of  poverty  and  our  view  of  k  are  vastly 
different  from  that  era.  We  have  learned  to 
manage  the  economy  so  that  catastrophic  un- 
employment no  longer  is  a  significant  threat 
While  the  economic  growth  of  recent  decades  has 
multiplied  vastly  the  output  of  the  economy,  we 
have  learned  that  a  very  substantial  portion  of 
poverty  and  unemployment  »  chronic,  beyond 
the  control  of  individuals  or  the  mfhience  of 
rising  aggregate  demand.  The  American  economy 
holds  the  promise  of  continued  eccmomk  growth, 
a  growth  in  which  all  Americans  cotdd  share,  but 
in  which  some  may  not. 


In  the  mstH9Ws  an  effor^  was  made  to  mount 
a  war  on  poverty  ;  the  main  empssasss  was  placed 
on  programs  to  expand  opportunities  Social 
service,  training,  counseling  and  related  pro- 
grams grew  rapstfiy.  But  on  the  income  maintc- 
nance  front  we  attempted  tolngbt  the  war  with 
c4d  weapons.  We  sought  to  k^*™*  M  f*°S™* 
by  raising  benefits,  easing  elig«mty  recjuirements, 
and  extending  coverage.  Jknfr  every  month  on 
the  aveiage,  24  million  American*  receive  Social 
Security  checks,  10  million  are  helped  by  Public 
Assistance,  and  1!  million  draW  Unemployment 
Insurance  benefits.  But  many  of  the  poor  remain 
untouched  by  any  of  these 


Crfckf**  U  Current 

We  have  done  much  to  help  the  poor  in  our 
midst.  But  we  have  not  reassessed  our  theories  or 
changed  our  program  structure  We  have  not 
developed  a  National  program'  which  ( 1 )  pro- 
vides economic  security  to  all  tlwse  in  need,  not 
pt*  those  in  certain  categoric*,  (2)  provides  aid 
in  an  efficient,  dignified,  cesmsfcent  fashion,  and 
(3)  preserves  the  incentives  that  have  provided 
much  of  our  unique  growth  as  a  Nation  and  as 
mdrviduaR  The  present  income  maintenance 
system  has  not  succeeded  for  several  reasons. 

Pr^rmm  Farau  m  HW  V+mfrfM*  IWr 

One  of  the  major  obstacles  in  the  development 
of  an  adequate  National  income  maintenance 
program  has  been  the  reluctance  to  supplement 
the  incomes  of  employed  and  poUntvtUy  employ- 
able persons.  We  have  assumed  that  the  labor 
market  would  provide  such  persons  with  sufficient 
income.  But  many  persons  are  at  least  intermit- 
tently unemployed  due  to  both  cyclical  and 
structural  reasons.  In  1968,  a  good  year  in  terms 
of  employment  ojmortunJties,  monthly  unem- 
ployment averaged  2.8  miffian  persons.  During 
the  course  of  the  year,  a  total  of  1 1  miffion  per- 
sons experienced  some  period  of  umsnploymcnt 

The  major  program  dealing  with  the  tem- 
porarily unemployed  but  employable  person  is 
Unemployment  Insurance.  However,  in  \96S  this 
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inmraucr  did  not  provide  compomtwo  for 
nearly  two-thirds  of  foul  uncmp^mcnt  because 
of  gaps  in  coverage  and  expiration  of  benefits. 
Noc  only  air  payments  limited  to  a  specified 
length  of  lime,  but  Unemployment  Insurance 
benefit  levels  are  few.  In  most  State*  they  are 
below  the  poverty  level  for  families  with  children 
The  program  of  Aid  to  Families  with  Depend- 
ent Children  »  aimed  primarily  at  families  with 
absent  or  incapacitated  fathers.  An  Unemployed 
r  FathcT  component  of  this  program  ( AFDC  UF) 
can  provide  benefits  to  households  headed  by 
unemployed  abJcbodied  men,  but  the  eligibility 
requirements  are  Mringent.  Only  25  States  have 
chosen  to  implement  this  program  since  its  enact- 
mem  in  I%1  and  le»  than  100.000  families  are 
benefiting  from  it. 

In  1966  there  were  2.6  million  poor  families 
headed  by  nonaged  abJclwdwd  men.*  These  men, 
and  their  10  million  dependent*,  wetv  excluded 
from  federally -ass^ied  Public  Assistance,  al- 
though a  few  received  locally  financed  General 
Assistance.  That  exclusion  may  have  weeded  out 
a  few  potential  malingerers  and  saved  a  f  cw  dol~ 

Mcc  *  ihr  ,*«>«Mnt  Sctrrury  .  Planning  *nd  EvaW 
tioo),  Fcberty  S(4t»t  Tabulation* ,  1966 


Urs  m  the  short  run,  but  in  the  be*  ran  it  has 
produced  harmful  social  and  ccooomic  effects. 

The  structure  of  existing  welfare  programs  en- 
courages the  real  o  feigned  break-up  of  poor  fam- 
ilies, since  unemployed  or  poorly  paid  fathers  gen- 
erally must  leave  home  if  their  families  arc  to  be- 
come e&gtbie  for  AFDC  benefits.  AFDC  benefits 
vary  by  family  size  and  provide  a  predictable  if 
low  income,  while  wages  are  subject  to  the 
vagaries  a  lalwmarlU* 
Uhing  need  <or  low^kOJed  workers. 

The  employment  potential  of  AFDC  recipi- 
ents -and  hence  the  rationale  for  treating  them 
separately  from  working  men  and  women  -is  un- 
ar.  The  em  ploy  ability  of  incapacitated  AFDC 
fathers  obviously  is  limited  The  education  and 
siuTl  levels  of  many  AFDC  mothers  severely  limit 
their  employment  opportunities  in  the  current  job 
market,  especially  since  the  demand  for  low- 
skilled  workers  has  been  declining,  Partially  be- 
cause of  tins,  provisions  were  enacted  recently 
which  aflow  AFDC  recipients  to  work  and  still 
irtahi  part  of  their  grants. 

While  many  AFDC  recipients  could  increase 
their  total  income  from  this  provision,  the  em- 
ployed poor  and  the  employable  poor  are  put  at 
a  further  disadvantage  vis-a-vis  welfare  recipients, 
rhese  work  incentives  make  increasingly  frequent 
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die  tneqttiufa&r  wtuatiow  in  which  a  poor  Umaty 
headed  by  an  employed  mottoes  may  have  signm* 
cantly  lower  mcomc  than  an  AFDC  family  which 
the  male  head  has  deserted. 

Thus,  the  tack  of  a  program  which  aids  work- 
ing men  and  women  not  only  creases  economic 
dmiKCfttivcs  and  encourage*  family  breakup;  it 
also  m  soriaB?  dmsrvr,  because  k  m  possible  for 
the  incomes  of  some  aid  recipients  to  exceed  the 
income*  of  low  earners  of  the  same  family  sue. 
The  understandable  resentment  thai  has  de- 
veloped against  welfare  programs  sometimes  has 
been  interpreted  to  mean  thai  aS  efforts  so  assist 
the  poor  are  resented  by  the  nonpoor  and  espe- 
cially by  the  marginally  nonpoor — who  have 
somehow  "made  it  on  heir  own."  But  malevo- 
lence need  not  be  the  source  of  this  resentment. 
Ckarfy,  resentment  can  spring  from  a  sense  of 
unfairness  because  programs  reverse  positions  and 
ranks  in  the  income  distribution  for  no  justifiable 
reason. 

The  potential  for  reversing  positions  m  the  in- 
come distribution  exists  under  the  wetfarc  "system 
because  we  have  largely  clung  to  the  notion  chat 
employment  and  receipt  of  welfare  must  be 
mutually  exclusive.  This  view  is  untenable  in  a 
world  where  many  employable  persons  have 
potential  earnings  !>cfc>w  assistance  payment 
standards.  In  developing  programs  to  ehminate 
povertv,  exclusion  of  the  employable  and  the 
working  poor  from  categories  aided  by  the  Gov- 
ernment would  be  justifiable  only  if  all  who 
worked  achieved  adequate  incomes.  This  is  not 
the  case. 

S*ci  4  !w*r*mv  Benefits  &*pemd  m  Bontmgt 

Social  insurance  programs  protect  workers 
and  their  families  against  the  tans  of  earnings 
from  some  of  the  hazards  of  industrial  hfe.  Each 
social  insurance  plan  is  built  around  one  of  sev- 
eral carefully  specified  risks  that  have  been  identi- 
fied as  potential  interruptions  to  earnings.  Old 
Age,  Survivors,  and  Disability  Insurance,  Unem- 
ployment Insurance,  Workmen's  Compensation, 
and  other  forms  of  social  insurance  generally  pay 


benefits  board  on  carv*mg  levels  before  employ- 
ment is  interrupted. 

These  programs  have  departed  somewhat  from 
strict  insurance  principles  because  they  also  pro- 
vide benefits  to  wme  persons  who  have  contrib- 
uted tittle  or  nothing,  and  the  ratio  of  benefits  to 
contributions  declines  as  the  size  of  contrmutkms 
nscrensea.  Despite  this  they  do  not  provide  ade- 
quate benefit  levels  for  the  very  poor.  They  pay 
adequate  benefits  only  to  those  with  strong  labor 
force  attachments  and  relatively  high  earnings 
records.  Because  eltgibsmy  for  social  insurance  is 
related  to  employment,  it  cannot  reach  effectively 
those  who  are  poorest — those  who  have  fleeting 
or  irregular  labor  force  tics.  Moreover,  low  wage 
earners  wiU  recrrve  low  social  insurance  benefits. 
The  poor  worker  wifl  become  a  poor  beneficiary. 
And  the  system's  coverage  is  sufl  denied  to  the 
most  poorly  paid  worker*  and  to  the  poor  who  are 
not  employed  at  all 

Frwgnum  Dmd  Digtrtnth  «**  C*t*g*ri*s 
*f  oW  JW 

Federal  assistance  and  social  insurance  pro- 
grams are  designed  to  provide  aid  to  sdecied  cate- 
gories of  the  poor.  Programs  are  designed  to  cover 
only  certain  risks  or  to  benefit  only  certain  groups, 
such  as  persons  who  are  old,  blind,  or  disabled, 
veterans,  and  farmers. 

One  consequence  of  this  categorical  approach 
has  been  the  exclusion  from  Public  Assistance  of 
many  who  are  unquestionably  in  need  of  help. 
Part  of  this  exclusion  has  been  by  design,  as  in  the 
case  of  the  employed  or  employable  poor.  Other 
exclusions  result  because  k  is  impossible  to  design 
categories  whkh  can  cover  aO  cases  of  need,  an- 
ticipate the  wide  variety  of  human  circumstance*, 
and  change  in  response  to  new  manifestations  of 
need.  So,  we  exclude  many  and  aitstrarily  in- 
clude others. 

Similarly,  it  has  proven  impossible  to  spell  out 
and  devise  social  insurance  programs  for  all  the 
possible  risks  to  earnings.  While  old  age,  death, 
severe  disability,  and  involuntary  unemployment 
are  fairly  obvious  risks,  others— such  as  partial 
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"*naJ  and  physical  disordcr*--arc  not  m>  obvi- 
ous or  so  easily  covntd.  It  «  more  dimcuit  to  de- 
programs  for  those  who  cannot  work  due  to 
psychological  disorders  than  for  (how  with  phyu- 
cal  disabilities,  although  they  may  be  equally 
unemployable 

******  Atwtmw  Prmgrmm  At*  Stat*  md 
L«<*i  Fregrmmg 

PubHc  Awsunce  was  designed  as  a  residual 
program  for  uik  -r^oyabfc  person*  which  would 
wither  «way  m  the  face  of  effective  employment 
and  social  insurance  programs.  Instead  it  has 
grown  increasingly  larger.  Employment  has  not 
guaranteed  economic  security  to  workers.  Social 
insurance  does  not  cover  aft*  workers,  or  provide 
adequate  benefits  to  those  with  inadequate  earn- 
ings. Thus,  the  primary  burden  of  providing  bask 
economic  security  for  many  Americans  has  fallen 
on  Public  Assistance  programs.  These  respond 
Nlitiesf  f*r  beyond  those  originally  intended  for 
the  programs, 

Public  Assistance  provides  federal  matching 
fimd$  for  State  f*ublic  Assistance  programs  that 
operate  within  loose  Federal  guidelines.  The  pro- 
grams exist  at  State  option,  and  the  decision  to 
implement  or  ignore  each  of  the  various  cash 
^stance  and  service  programs  b  left  to  the 
States.  The  Federal  Government  can  provide 
financial  encouragement  for  participation,  hut  it 
cannot  compd  States  to  offer  these  programs. 

This  local  option  aiTangtmcnt  has  coratstcmh/ 
thwarted  efforts  at  National  welfare  reform.  The 
Federal  administering  agencies  ssmpty  have  not 
heen  able  to  develop  uniform  practices  and  pro- 
cedure* in  the  50  States,  New  admmm>atrvc 
guidelines  may  be  issued  at  the  Federal  level  with 
comparatively  little  information  on  how  they  will 
be  interpreted  and  hmhnted  at  lower  levels  of 
pvenunem.  The  mttkiplidty  of  governments 
involved  has  made  effective  pobcy  coordination 
nearly  impossible.  The  major  power  of  the 
Department  of  Health,  Education,  and  Welfare 
for  affecting  State  programs  is  the  power  to  with- 
hold funds.  But  the  burden  of  such  action  falls 
Primarily  on  the  poor  rather  than  on  the  State, 


10  **h*,**p  nevtT  taken.  Hence,  ft 0 

not  surprising,  given  resource  limitations  at  the 
State  fcvei  that  several  of  the  more  significant 
welfare  reforms  In  recent  year*  have  been  the 
resuh  of  court  decisions  rather  than  National  leg- 
islation or  Federal  administrative  action. 

Clearly,  k  »  somewhat  misleading  to  talk  of 
Public  Assistance  as  a  single  set  of  program  com- 
ponents, since  there  are  at  least  50  State  programs 
wHh  considerable  btra-State  variations.  Thai 
multiplicity  of  programs  has  several  effects:  pro- 
gram benefits  are  generally  low;  program  cover- 
age is  restricted;  administration  is  subject  to  local 
discretion;  and  programs  differ  markedly  from 
State  to  State  in  benefit  levels,  program  coverage, 
and  administrative  practices. 
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There  arc  wide  coherences  both  in  the  treat- 
ment erf  needy  individuals  who  fatt  into  the  same 
categories-- because  ol  variations  in  State  benefit 
levels  -  and  in  the  treatment  of  needy  persons  in 
different  categories.  Within  the  Aid  to  Famines 
with  Dependent  Children  Program,  «i  January 
1969  for  example,  average  grants  per  recipient 
ranged  from  $10  per  month  in  Mississippi  to  $65 
m  Massachusetts.  For  OW  Age  AssktaiK*  the 
range  was  from  $56  per  person  monthly  in  Miss»~ 
vpp*  to  $115  in  New  Hampshire. 

Average  grants  reflect  the  variety  of  factors 
taken  into  account  by  States  in  determining  pay- 
ment levels  and  eligibility.  Among  these  factors 
are  amounts  of  income  from  other  source*  and 
familv  composition.  The  data  below,  however, 
*ho*%-  max  in  turn  payments  for  cases  with  no  other 
mcemc  under  the  various  programs. 


Typ#  of  CAM 


A/PC  (4  Persons) 
AFVC  {6  p*rws) 
QAA  (1  p^son) 


LOW  St*W     H*9*  SI«W 

W  192 


withhold  assistaiice.  Moral  fitness  reo^iiement* 
not  characteristic  of  more  hnpersonaQy  run  pro- 
grams  often  are  imposed,  and  adnumstratino  of 
the  program  may  be  harsh  and  stigmatising. 
While  such  individual  discretion  is  not  misused 
always  or  perhaps  even  generally,  the  pvi**i»i 
for  abuse  and  the  way  m  wnkh  this  potential  af- 
fects Assistance  dkntt  compel*  us  to  emphasize 
here  the  types  of  problems  we  have  encountered 
in  the  system. 

Some  recipient*  of  Ptthbc  Assistance  have  not 
had  sufikkitt  access  to  information  regarding  the 
rules  whkh  govern  them  or  the  benefits  to  whkh 
they  are  entitled.  In  many  areas,  this  information 
has  been  sysfematkafiy  kept  from  them  as  well 
as  from  the  general  pubik.  Thus  more  stringent 
mterpretatkms  of  regulations  may  be  made  in 
times  of  budgetary  pressure.  Various  forms  of 
coercion  may  be  used  to  impose  conditions  on  the 
recipient  of  aid  Recipients  may  be  harassed  by 
investigators  and  their  private  lives  may  oc  ex- 
posed to  governmental  scrutiny  seldom  found  m 
an  open  society. 


These  are  the  amounts  that  would  be  paid  if 
the  assistance  unit  had  no  other  income.  Six  States 
iet  maximum  AFDC  payments  for  families  of  four 
persons  at  a  level  almost  identical  with  those  for 
single  aged  women  under  OAA.  One  State  actu- 
ally pays  the  family  kss.  Differences  in  benefit 
levels  by  State  far  exceed  cost-of-living  variations 
These  prcrgrairo  thu*  act  to  accentuate  rather  than 
to  reduce  the  sharp  differences  in  living  standards 
across  thh  Nation. 

The  administration  of  Publk  Assistance  stanch 
in  marhed  contrast  to  other  pubik  programs  such 
as  Social  Security  and  the  Federal  personal  in- 
come tax.  In  both  of  those,  administrators  have 
little  discretion  in  dealing  with  individuals  and 
follow  objective  rules  and  procetwrc*.  The  deter- 
mination of  eligibility,  need,  and  gram  levels  in 
Pubik  Assistance  on  an  individual  casc-by-casc 
basis  gives  a  great  deal  of  discretion  to  officials 
at  the  lowest  level.  They  have  the  power  to  inter- 
pret regulations  broacL'y  or  narrowly,  to  give  or 
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******  JW4r  Am^m-Mml 

Thm  w  governmental  programs  which 
♦uppternertt  Km  incomes  through  direct  provision 
of  goods  and  vn  kn  or  subsidies  to  consumers. 
The  major  m-k*nd  programs  provide  subsklucd 
housing,  hcahh  care,  and  food. 

Federal  noting  programs  reach  km  and 
middle-income  f^miJ«  through  a  number  of 
means,  including  public  housing,  mortgage  in- 
wanrr.  rem  supplements,  and  urban  renewal 
The  limited  funds  allotted  to  the*  programs  have 
restricted  their  scale.  There  are  approximately 
700.000  units  <>f  PuWk  Housing,  for  example, 
while  the  number  of  families  potentially  eligible 
as  tenants  exceed*  <even  million.  These  housing 
programs  require  a  basic  financial  capability  if 
families  are  to  repay  loans— despite  very  low  in* 
trmt  rate>-or  to  pay  rcnt~<ven  subsidized, 
modest,  bekm-maiiet  rents.  Hence,  many  of  the 
poorest  famibes  arc  excluded. 

Two  major  programs  assist  families  and  in- 
dividuals in  paying  for  health  care.  The  Medicare 
program,  enacted  m  1965.  provides  medical  care 
benefits  to  those  over  age  65.  Part  A,  under  whkh 
virtually  the  entire  aged  population  is  enrolled, 
primarily  covers  hospitalization  Part  Bf  under 
which  approximately  90  percent  of  the  aged  arc 
enrofled,  costs  rnrollecs  $4  per  month  for  coverage 
of  phvwartst  fees.  Because  cf  deduce^  co- 
insurance  formulas.  limitations  of  benefits,  and 
nonnroveragc  of  out^-hospitaJ  drugs.  Medicare 
pays  onh  40  percent  of  the  health  care  costs  of 
aged  persons. 

The  Medicaid  program  asms  States  m  furnish- 
ing  medical  care  under  State  Public  Assistance 
programs.  Many  of  the  poor  are  screened  out  of 
chc  program  due  to  stringent  income  tests  and  a 
variety  of  State-imposed  nem-mcomc  eligibility 
requirements.  Medicaid  covers  a  minority  erf  km- 
income  persons,  and  generally  does  not  provide 
fully  for  even  this  group. 

Two  major  programs  have  been  developed  to 
subsidize  food  for  low. income  families :  the  Com- 
modity Distribution  program,  which  provides  for 
dir<HI  distribution  of  certain  commodities,  and 


the  Food  Sump  program,  which  sclfa  stamps  at  a 
discount  to  km -income  families,  with  whkh  tbey 
can  purchase  food  at  commercial  grocery  stores. 
Both  programs  give  Jem-income  households  an 
opportunity  to  supplement  their  diet,  but  neither 
program  »  designed  to  assure  a  participating 
household  of  an  adequate  diet.  Moreover,  non- 
food needs  go  unmet.  These  needs  often  deter  per- 
son* from  buying  stamps  since  outlays  for  stamps 
tie  up  scarce  dollars  and  may  leave  families  un- 
able to  meet  other  needs,  such  as  rent.  Commodity 
programs  have  been  unpopular  with  recipients 
because  the  range  of  foodstuffs  groeraSy  » limited 
and  many  of  the  commodities  are  not  very  palat- 
able. Both  the  Commodity  and  Food  Stamp 
programs  are  administered  by  local  welfare  de- 
partment and  are  governed  by  State  Public  As- 
stance  eligibility  requirements  which  exclude 
many  of  the  poor.  These  exclusions,  plus  the 
reluctance  or  inability  of  many  persons  to  buy  the 
Food  Stamps,  have  limited  program  beneficiaries 
to  only  one-fourth  of  the  poor. 

In-kind  programs  are  a  response  to  both  the 
limitations  of  the  market— which  cannot  always 
make  available  an  adequate  supply  of  housing 
and  health  services  at  low  cost-  and  the  inade- 
quate mcomes  of  the  poor.  Government  efforts 
ihus  far  have  not  compensated  successfully 
for  either  of  these  factor*.  Programs  have  been 
funded  at  low  levels,  and  responsibility  for  their 
implementation  and  operation  often  rests  with  the 
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Sour*.  Hence*  not  «B  of  the  poor  have  been 
reacted.  Many  of  those  who  have  participated 
have  had  their  ran**  of  choice  srvereK  iM 
by  earmarked  benefits.  In-kind  programs  aimed 
to  supplement  km  incomes  gencrafiy  do  so  less 
well  than  direct  cash  payments  Program*  which 
provide  a  money  mcome  suppfcmem  a*ow  for 
greater  consumer  choice,  and  permit  greater  lie*- 
Mky  ol  family  resources  than  govermnentaJ 
programs  which  attempt  to  set  family  priorities 
allocate  family  resources.  Moreover,  we  fed 
that  the  market  system  b  more  efficient  at  distrib- 
uting gooda  and  services  than  direct  govern- 
ment distribution. 

The  Need  for  a  New  Program 

Although  performing  the  bask  functions  for 
which  it  was  created,  each  of  the  component 
program*  of  the  misting  income  security  system 
has  internal  flaw*.  More  Mgnimantly,  the  ovcraM 
strategy  which  guided  development  of  these  pro* 
grams  »  defective  m  conception.  The  strategy 
which  tht»  Nation  has  followed  -relying  on  full 
employment  to  provide  adequate  income  co  work- 
ers and  their  families,  social  insurance  to  main- 
tain the  incomes  of  workers  forced  out  of  their 
jobs,  and  residual  aid  to  those  who  are  unemploy- 
able -ha*  failed  to  eliminate  poverty.  And  we  do 
not  feel  th.it  it  can, 

fn  response  to  the  clear  failures  of  the  existing 
wtcm,  many  proposals  have  been  made  for  re- 
forms within  the  framework  of  the  misting  sys- 
tem The  Commwfuon  has  reviewed  the  mayor 
proposals  for  reform;  guaranteed  employment 
programs,  broadened  coverage  and  higher  bene- 
fit under  Public  Assistance  and  social  insurance 
programs,  and  the  addition  of  children's  allow- 
ancc*  to  the  system.  We  have  found  these  alto  na- 
tive* incapable  of  meeting  the  bask  objective*  of 
wmrpul  coverage,  and  fair  and  adequate  treat- 
ment This  rev  iew,  summarized  here,  is  dt*ctwd 
more  fullv  in  Appendicc*  A  and  B. 

Empkymtnt  ami  Trammj  Program* 

It  i*  often  averted  that  the  labor  market  could 
provide  adequately  for  those  who  arc  employable, 


if  people  couid  only  be  placed  sa  the  proper  jobs. 
Then  simple  improvxancitta  m  Public  Assistance 
aad  social  insurance  programs  rawly  could  dav 
inate  residual  poverty.  Job-oriented  proposafc  hv 
dude  expanding  training  and  employment  pro- 
grams makmg  the  Government  the  ^employer 
of  last  resort,"  providing  employment  subsidies 
to  private  industry. 

The  fundamental  fcnuubom  in  relying  on  the 
labor  market  to  provide  income  for  "employ* 
able*"  are  the  cy  iical  and  structural  problems 
noted  earner  whn*  keep  many  people  out  of 
work,  at  least  temporarily.  We  have  not  been  able 
to  regulate  the  economy  well  enough  to  raise  the 
level  of  aggregate  demand  and  to  increase  em- 
ployment to  a  high  level  without  bringing  unac- 
ceptahfy  high  inflation. 

Employers  readily  acknowledge  mat  the  con- 
cept of  "emptoyabfc"  varks  with  the  number  of 
applicants  for  vacancies*  fn  periods  of  high  unem- 
ployment, hiring  standards  r»e  and  employers 
are  muse  selective,  wtik  standards  fall  in  peri- 
ods of  low  unemployment.  But  many  people  re- 
main unemployable  even  at  tow  unemployment 
rates  because  of  then*  tow  education  levels,  lack 
of  skills,  or  poor  health.  Some  may  have  prison 
records  or  debt*  that  make  them  difficult  to  place 
in  jobs. 

Programs  that  integrate  the  bard-core  unem- 
ployed into  the  labor  force  can  and  do  work,  but 
they  are  expensive  and  stow.  Currently,  such  pro- 
grams are  reaching  only  a  few  hundred  thousand 
of  the  poor  annually.  It  has  been  estimated  that 
reaching  aS  of  the  employable  poor  who  couM 
benefit  from  manpower  services  and  training 
would  require  making  these  services  available  to 
1 1  million  persons.  Even  if  funding  levels  of  these 
programs  were  increased  *uh*tan«afiy,  training 
and  manpower  programs  must  I*  viewed  as  long- 
term  solutions,  Moreover,  the  effectiveness  of  such 
programs  is  contingent  on  the  ready  avauamuty 
of  jofa  for  those  receiving  training. 

To  guarantee  employment  directly  for  all 
potential  candidates  at  the  minimum  wage  would 
require  creating  some  nine  million  jobs.  Such  a 
course  of  action  would  cost  $16  hdbon,  and  still 
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might  leave  urinous  poor,  since  employment  at 
the  mmimum  w*ge  would  not  remove  larger 
families  from  Mow  (he  poverty  line.  Government 
rmplormem  programs  on  a  more  mode*  scale—. 
wkhou*  4  K*n*ral  jwwwe  of  a  job-  -would 
omit  many  more. 

The  facts  regarding  employment  and  emplov- 
ment  programs  My  m  the  face  of  the  frequent 
***ntion  that  anyone  wiJImg  and  able  to  work 
can  earn  a  decent  living.  Improvement*  in  eoV 
ration  and  human  resource  development  pro- 
grama  contribute  to  long-run  solutions,  and  they 
help  redrew  prev  iew  oVprrvatioru,  hut  they  do 
not  help  those  m  poverty  now.  And  programs 
P*ficatcd  on  employment,  such  as  the  social 
u*sr*nc*  programs,  cannot  ease  t^eatfe  the  finan- 
cial plight  of  persons  who  have  not  experienced 
steady  employment  at  high  wages. 

These  observations  have  led  us  to  conclude 
that  employment  approaches  alone  cannot  pro- 
vide *  satisfactory  sole  has*  f or  a  general  eco- 
nomic security  system,  and  are  not  fundamental 
ahernatfves  to  income  supplement  programs. 
Empkiyitiem^rientcd  programs  and  income 
maintenance  programs  must  be  viewed  as 
complemenury. 

5#cW  Inmrmmx  ^ 

Instead  of  creating  a  new  comprehensive  pro- 
gram  for  maintaining  the  income  of  the  poor, 
"^^^H*  have  been  made  for  broadening 
tnc  social  insurance  system  to  include  more  of 
the  poor.  Among  the  changes  suggested  are: 
"Wanaeting^n''  under  Social  Security  the  aged 
who  are  not  c%jblc  on  the  hsnt*  of  thdr  own 
contributions,  increasing  mimmuni  benefit  levels 
to  provide  adequate  incomes  for  low-wage  grouf*, 
trending  unemployment  benefits  in  periods  of 
high  unemployment,  and  creating  new  kimk  of 
"insurance"  to  increase  the  coverage  of  present 
programs. 

fcomc  of  these  proposals  are  motivated  by  a 
desire  to  provide  more  adequate  income  to  the 
needy  persons  who  are  similar  to  the  insured  but 
who  never  have  earned  coverage.  Unfortunately, 
many  of  these  proposals  would  weaken  further 


the  tmk  lietwecn  contributions  and  benefits,  a 
link  which  has  earned  broad  puhik  support  for 
the  social  insurance  programs. 

In  any  case,  broadened  social  UtmmsKc  would 
P^orm  an  antspovcrty  function  far  leas  efficirmfy 
than  programs  which  pay  benefits  on  the  ha* 
of  need.  Social  insurance  benefits  generally  are 
related  to  past  earnings  in  covered  employment 
rather  than  current  need.  Any  increase  in  benefits 
made  with  the  objective  of  helping  needy  bene- 
firiaries  would  result  m  a  high  proportion  of  that 
increase  going  to  the  nonpoor.  Attempts  to  hdp 
the  poor  by  broadening  ehgmmty  mean  that  afl 
members  of  some  population  category-such  at 
the  aged  -are  brought  in  regardless  of  need. 

There  is  a  role  for  improvements  in  and  expan- 
sion of  social  insurance  coverage,  as  we  will  note 
m  Chapter  6  But  we  must  also  consider  the  need 
that  would  remain. 
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'  The  lack  of  program  to  Aid  the 
employable  poor  t*  one  o(  the 
ties  of  the  existing  welfare  tvscem 
(•it  bencnt*  are  dearly  inadequate 
broken  families  may  receive  more 
than  famines  headed  by  fuft>  nnnlu< 
cetve  from  earning*  Reforming  the 
cem  by  establishing  minimum  Nation*  I  standards 
for  the  existing  categories  would  prbvide  even 
higher  incomes  to  families  headed  by  r  onworkmg 
women  than  cart  be  earned  bv  many  families 
headed  by  a  working  man  or  worn*  i.  Thai  in- 
equity would  he  greatest  m  the  Stan*  with  the 
lowest  AFDC  payments  where  payments  would 
have  to  rise  with  Federal  mirumumj  payments, 
and  where  wage  scales  are  low. 

It  has  been  proposed,  for  cxamptcJ  that  a  floor 
under  AFIXJ  be  c«ablisbcd  at  %206  per  month 
net  income  for  a  woman  with  four/  children.  In 
poor  States,  the  net  earnings  of  matw  laborers  are 
lew  than  this  amount,  and  their  employment  may 
tie  unstable  and  uncertain  For  oic  families  of 
such  workers  \FDC  would  provide  a  better  basis 
for  economic  security  than  relying  on  the  earn- 
ings of  the  father.  Nationally,  there  are  millions 


of  f  arttflfcs  headed  by  both  men  and  women  with 
earnings  below  welfare  standards,  and  who  are 
ineligible  for  assistance,  This  mequtty  exiats  under 
present  programs  and  would  be  worsened  by  rais- 
ing AFDC  benefits  without  snppksnenting  earn- 
ings of  nouw  consent*. 

f  n  reco^mtton  of  this,  a  new  Pederasty-assisted 
category  of  General  Assistance  sometimes  has 
been  proposed.  Such  assistance,  sf  extended  to 
persons  outside  the  existing  categories,  inchi  ng 
employed  male  heads  of  famines  and  singfc  indi- 
viduals, could  allow  more  uniform  and  equitable, 
coverage  of  afl  the  poor. 

Although  these  and  other  reforms  might  help 
many  people,  they  would  have  a  limited  effective- 
ness because  of  the  Federal-State  nature  of  wel- 
fare programs.  The  Federal  CovcfTtment  could 
not  easily  require  aQ  States  to  adopt  a  new  pro- 
gram, cqua&e  payments  among  program  cate- 
gories, employ  consistent  and  simplified  adrnims- 
tratfve  techniques,  or  provide  adequate  benefits. 
And  the  States  that  do  not  adopt  the  program 
create  additional  problems  for  those  that  do.  If 
one  goal  of  an  income  maintenance  policy  is  com- 
plete and  equitable  coverage  of  the  poor  regard- 
less of  location,  then  the  ad  mmistration,  choice  of 
benefit  levels,  and  especially  the  decision  as  to 
whether  to  institute  the  programs,  cannot  be  left 
to  the  States. 

Currently,  the  administration  of  welfare  pro- 
grams imposes  a  major  burden  on  State  and  local 
governments,  A  reformed  welfare  system  would 
have  a  much  larger  caseload,  since  coverage 
would  lie  expanded.  Vet  the  present  welfare  sys- 
tem it  already  an  achninSstratsve  morass.  Com- 
petent caseworkers  are  in  short  supply,  and  the 
volume  of  paper  work  is  enormous.  No  system  of 
expanded  coverage  could  be  launched  without 
providing  for  simplified  admmntrstive  methods, 
greater  efficiency,  and  more  impersonal,  rational- 
ized procedures. 

Ciwrhsslrm 

Employment  and  traming  programs,  social  in- 
surance, and  State  welfare  programs  continue  to 
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bas*  sgpttftcfttst  roles  to  play  m  mcouie  mainte- 
nance. Bat  they  arc  of  limited  use  tn  providing  an 
Ifoor  for  afl  of  the  poor  *  w  feo*^ 
efficient  rnvtrwr  There  it a  greater  need  for 
cash  ^tmu  in  income  maintenance  than  we  have 
acknow  k*Vd  «  the  past  Such  cash  drams  art 
^W°priatr^ 

the  Federal  Gtnrrmnent  to  aamrc  uijivemUty 

.*od  uniformity  of  coverage. 

!n  *bon,  we  have  concluded  that: 
•  Requiring  kjw-wcome  bot«choW*  to  «,p- 
port  themselves  from  earning*  create*  gross 
>™V&**  because  every  sble^M  aduk  has 
w  been  assured  of  opportunities  to1  develop 
«W»  fuOy,  and  to  find  employment  i 
•Social  msuraoc*  programs  that  a«  Naming*, 
related  cannot  be  expected  to  make  payment* 
on  the  basis  of  need  to  those  whose  earnings 


have  been  very  low  if  those  who  finance  these 
programs  are  to  be  truly  insured  a^amst  threat* 
to  their  income. 

•  The  sole  e%>bmry  test  (or  those  requiring 
income  not  available  from  employment  or 
axial  insurance  should  be  a  test  of  income 
n«d-  Membership  in  a  particular  demographic 
category  should  not  be  a  condition  for  aid. 

•  Payments  must  be  structured  in  such  a  way 
as  to  provide  financial  incentives  to  work,  and 
to  Urn*  uKendves  for  family  break-up.  Pro- 
viding  proper  incentives  eliminate*  the  need  to 
afiow  subjective  evaluation  of  applicants,  and  ' 
for  allowing  aoWmstrative  dncirtion  m  grant- 

aid, 

•  Those  m  need  should  receive  a  baste  cash 
MKoroc  *w  admmhaered  and  financed  by  the 
Federal  Government. 
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/or  i  k*  4*vdBpmm*  *f  m  mmm*d  mc*mi 
mums  pr*tr*m  *>  A*  *dmtms$*r*£  by  tk*  Ftdmd 
Get*rnm*nir  mamng  paymtnS*  I*  mU  mtimkm  #f 
tks  pepmUtw*  mMk  mcwmc 

It  9  cfcjr  to  tlw  Catanhtom  tfc*  ***  *  pro- 
gram *  pcttkd  w  tke,Uoitod  St**»  >  awt 
poxtti  escfcxfed  frm  cx»fag  program  and  to 
«uppbm  other  program*,  ft  *  to  oV»f» 
pMbfac  pdky  t*  did  m$M  tJu  two  task  farts  of 
Ammctn  pmxrtj:  tht  pom  Uck  m***y,  **4 
mestoftUm  cast**  mcr***  $k&  mc+m*t  iMm- 
t0hm.  Ik*s*  cmdkiens  am  k*  r*m*m*d  *nty 
wk*n  iks  Gamrmmmi  pmmUi  mm*  wmnmum 
mcem*  to  off  m  n*d.  H  we  wWb  to  tBmmm* 
poraty  we  nam  meet  the  mmc  mtomt  Mffb  of 
the  poor. 

*  Toe  only  type  of  program  wfeacfc  we  bdkvc 
can  deal  with  the  problem  m  a  ifcrect  Federal  cmh 


•o  thdr  ocoi*  Sock  * 

be  poor,  md  to  i 
ttrct  lo  work*  Tm}  boric 
by  fvoSy  rise,  oo4  Ac  pajfweojf  i 
dud  br  odr  50  am  m  Dm  Mhr  a*  «*«r  » 
okjoojo  tftcmoei-  i  on,  powiw  bwpw"»  cam 
to  woik,oo4tte  fartktr  devofapoa*  oil 


be  it* 


fjneeaa  it  aot  Jfrcowayd,  ftf  i 
to  aM  ■»  need  ngm4mm  oi  < 
acten***-  to  modify  fawtfr  ****** 

b  order  to  become  c%ft*  for 


IK*  m*mm*nd  tkst  mck  m  ftm$mm  o#  #o~ 

0/  f?,400  ptrfmrftra  f*m*y  affamrhim** 
*k*t  m£*m4.  *****  oWd  he  ocaW  to  pay 
|730  per  a**  •**  $450  per  ckid  to 
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The  dwior  of  Irvd  for  «c  h  *  pfca  «  dtfccu* 
Ac  program  Ita  as  program  kvcb  aye  iaj 

by  the  proffmm,  We  Kmc  KXtgfet  *» 
cnart «  cow  between  extreme*. 

^Mfamne  of  |2,4O0  far  a  Camty  of  fetr 
n  below  the  fumarty  fee,  tne  M  benefit  level 
propoaed  would  001  meet  the  Mi  needs  of  fenunes 
wkb  no  other  lonrcc  of  iraat  Tkt*  U**t  not 
***** ******  ***** *  aw  Mta*  *****  «eVf*isV, 

premptty.  Th*  Ctmmismn  rtcommsmds  tlUt 
one*  tk*  pfpmn  is  UmuM,  iks  Up4  W> 
yiM  V  r  <*W  ay  condkimu  *n4  *xfi*rvnt$ 

T*e  CWWon  k*k  tin.*!,  ^  , 
program  abould  be  enacted  «  fee  near  fatvre 
»  *  to  an***  tfe  relirfbadfroeanVd  by  Anier- 
IMmj  «  poverty  and  rax***  fctte  or  no 
»«p>  Even  if  mkul  benefit  levcti  arc  inadequate 
lor  p**™  w*H  no  otber  income  0/ 
ttf  *  po^r  ^  wo«|d  amenVjowc  tne  wont  aaxro 

^^wtyprohlc^Aii^tnn.tl^ 
o*  loogrwn  widen  cm  provide  **qmu  benrfit* 
at  reasonable  cost*, 
*«*^taii 

CflB>l*^y  «  *****  wkh  low  payment 
4«d  nnrttts>  in  Sam       b%»  in^m* 
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«**  categorical  Fubfic 
BmfMM  would  be  replaced  fufy, 

^  dannnnnt  rale  in  providing  ooatnjuoos  cnab 
totneFe^endGovowaent 

<M  iMM 

Federal  aoaananwntioa  of  a  cmtvcraaf  income 
•uppiemeiK  program  accordaag  to  objective  e%*. 

*  » large  eaaent,  replace  tne 
OMttioa  now  exercand  by  local  admtaaxrafon 
a^c&iijnan;oBeoltaen»c^ 
0/  carra*  welfare  programs  Benefit  aa9oanw«nd 
would  be  apcftxl  omcWv  by  Federal 
law  and  ntguUtwm,  Swift  appeal,  procecbtm 
*oold  be  developed  by  tne  adMian***  apacy. 

***** 

Toe  recoinnieiided  program  can  be  adopted 
w^bno  autmory  cbangea  in  other  fa^ranm 

d«e  atnomatkaiy  taader  cum**  few  or  prac* 
ttoe  as  tne  new  income  trawnVn  a*  maoV.  Tfea 
wm  hdp  diminaie  or  rcdt«ce  the  wide  varbtiont 
m  benenti  and  admmtratam 
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This  program  would  irfimedsatefy  io^ovc  the 
incomes  of  mam  of  the  poor,  including  the  work- 
ing poor.  It  would  narrow  the  inequitable  defer- 
ences that  now  exist  between  those  ebgiblc  for 
categorical  program*  and  those  not  eligible,  and, 
a*  the  program  level  is  raised,  these  mequkks 
would  be  completely  dominated.  We  are  convin- 
ced that  a  noncateforkal  approach  »  required  m 
a  basic  program  if  adequacy  of  benefit  Jrvcb  t* 
ever  to  be  achieved  wmle  maaHaimng  equity. 
Attempts  to  raise  the  level  of  existing  categorical 
programs  inevitably  have  exacerbated  current 
inequities. 

in  the  king  run  the  proposed  program  could 
(cad  to  a  marked  reduction  in  existing  variation 
in  living  standards  of  the  poor  throughout  the 
Nation.  Residents  of  those  parti  of  the  country 
wtth  low  wage  and  assistance  levels  would  re- 
ceive the  greatest  kwnediate  benefit  from  die  ba- 
sic ptei;  these  areas  would  adapt  over  time  to  ris- 
ing benefit  levels,  Attempts  to  reflect  different 
costs  of  IKing  in  different  areas  would  involve 
many  difficulties  and  so  a  uniform  National  sup- 
plement is  recommended. 

In  addition  to  providing  equal  treatment  for 
persons  m  equal  need,  the  program  would  main- 
tain relative  income  positions.  Under  the  plan, 
the  worker  would  always  receive  more  income 
than  the  m^n worker  for  a  fixed  household  sbc, 
and  workers  who  cam  more  always  would  receive 
higher  total  incomes  than  workers  who  earn  less. 
Thus,  the  plan  would  not  capriciously  reverse 
position*  m  the  income  distribution.  It  would 
not  equalize  incomes  at  the  lower  end  of  the  dis- 
tribution; it  would  narrow  differences* 

Imcmikx  Effect* 

Clearly,  any  program  which  provides  income 
without  work  may  affect  work  effort  Empirical 
evidence  for  predicting  effect*  of  such  a  program 
on  labor  force  participation  is  sketchy-  But,  given 
the  level  of  the  bask  income  support  program, 
we  are  convinced  that  the  disincentive  effect  is 
not  likely  to  be  powerful.  Some  secondary  and 
•^art-tinie  workers  as  well  as  primary  workers  ma> 
withdraw  from  the  labor  force  Of  reduce  then- 


hours  worked,  and  some  persons  may  not  enter 
the  labor  force  because  they  are  provided  with 
a  secure  income  base.  K'c  would  expect  reduced 
work  effort  to  be  concentrated  among  secondary 
family  workers,  female  family  bean*,  and  the 
efderfy,  rather  than  among  nonaged  male  family 
heads.  Thus  some  reduced  work  effort  may  be 
tociaSy  as  wef  as  iudrvidualy  desirable  for  many 
of  those  affected.  The  fact  that  support  levels 
for  those  without  earnings  under  the  proposed 
program  are  low,  and  that  work  wig  always  pro- 
duce increased  income,  would  maintain  strong 
financial  mduccmertfs  to  work 

The  alternative  to  reiving  on  financial  incen- 
tives to  work  is  to  impose  work  requirements  on 
applicants  for  aid  and  to  deny  aid  to  those  who 
are  deemed  employable  by  some  official.  We 
believe  that  such  tests  cannot  be  used  cflecrivefy 
in  determining  efigtbSsty  for  aid,  and  are  unde- 
sirable in  any  case  Employment  tests  imposed  by 
current  programs  often  are  based  on  largely 
irrelevant  criteria  such  as  age,  sex,  and  the  hkc. 
Whde  these  factors  arc  useful  for  purposes  of 
manpower 

planning  m  the  aggregate,  they  do  not 
fit  indrvidual  cases  weE  The  only  meaningful 
dctcrmmation  of  employabfficy  for  an  individual 
» the  outcome  of  a  freely  operating  labor  market ; 
no  timeless  definitions  of  employabSity  can  be 
drawn.  Inevitably,  any  simple  test  designed  to 
withhold  aid  from  the  votosstarfy  unemployed 
will  deal  harshly  with  some  of  those  who  cannot 
find  work.  Any  degree  of  complexity  mvorved  in 
tnc  test  would  ktfnxtuc*  elements  of  subjective 
evaluation  to  be  exeicised  at  the  lowest  admnus- 
native  level  We  do  not  think  k  desirable  to  put 
the  power  of  deterrnmiog  whether  an  individual 
should  work  m  the  hands  of  a  Government 
agency  when  it  can  be  left  to  mdrvidual  choke 
and  market  mcenttvesi  Since  we  do  not  now  have 
employment  for  ah1  who  want  to  work,  employ- 
ab&ty  tests  lose  much  of  their  meaning  in  the 
aggregate.  But  they  allow  abuses  in  mdrvidual 
cases, 

fn  any  case,  we  do  not  lichevc  that  employ- 
mem  teats  arc  needed.  Our  observations  have 
convinced  us  that  the  poor  are  not  unlike  the 
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^  M<*  <*  H*  poor  want  to  work.  Thev 
to  improve  their  fx*emi*l  *«,  to  he  trained 
for  filter  jobs.  Like  mewe  Wkam,  the  poor 
™u«  |jj*  co  do  something  with  their  live*  bevond 
u*nrly  mining  Bv  providing  them  with  4  lask 
<v*em  of  tmome  support,  we  provide  them  with 
on  opportuoii v  to  do  these  thing! . 

EiM^ccd  fears  of  mawt  work  disincentive 
effects  often  have  influenced  discussion*  of  income 
maintenance.  Though  the*  effect,  could  f* 
important,  our  fear,  should  ,k*  lead  us  to  forget 
<*  poverty  Men  and  women 
*ho  4re  F***  c*ww  *fford  to  cafe  risks.  They 
are  scrkxnh  impeded  in  making  pW  They  im- 
*»y  *re  precluded  from  accepting  opfwtunkie* 
chat  require  che  investment  of  time  or  money 
Most  of  their  time  and  energies  are  alisorbed  in 

*m**4  a  minimum  stable  income,  they  wE  be 
m  a  much  Setter  position  to  use  other  a,ttipovertv 
program*  Fducation,  job  training,  and  employ, 
mem  counseling  can  lie  expand  to  operate  more 
vucccssfully  on  persons  who  have  a  base  of  eco- 
nomic stability  on  whi<  h  to  build,  ft  t*  unrealistic 
lo  expect  these  prt>grams  to  be  utilized  effectively 
by  persons  whose  basic  incomes  are  inadequate 
uncertain,  and  unstable  And  lo  require  people  to 
enter  such  rjrograms  4*  a  prerequisite  for  income 
support  «  unnecessary.  We  have  noted  that  eat- 
ing training  programs  generally  are  oversub- 
scribed with  volunteers.  Unless  jobs  were  abun- 
dant and  the  training  programs  had  adequate 
capacity,  any  requirement  that  unemployed  recjp- 
*ros  of  income  support  accept  training  would  be 
meaningless.  The  Commission  believes  that  mar* 
kct  incentives  and  not  compulsion  should  be  the 
!»aj«sfor  accepting  both  employment  and  training. 

Because  the  recommended  program  would 
make  payments  to  afl  in  proportion  to  then  need, 
financial  incentive  to  alter  family  composition 
would  be  reduced  sharply.  With  payments  avail- 
il>lc  to  male-headed  families  with  low  income, 
the  strong  w< entire  for  family  splits  inherent  in 
AFDC  would  I*  mitigated.  Similarly,  payments 
would  be  available  to  families  and  individuals 
without  children,  thereby  removing  inequities 


between  childless  couples  in  need  and  families 
Htth  children  in  need  who  may  currenth  be  d«r> 
We  for  AFDC.  * 

Fregrmm  Tantfrr, 

The  recommended  plan  would  increase  net 
Federal  budget  costs  In  an  estimated  *7  billion 
m  1971.  If  States  which  currently  make  assistance 
pavments  al*nc  the  recommended  initial  level  of 
the  Federal  program  made  suppJenwwary  pay- 
ments to  current  recipients  up  to  their  current 
standards,  State  and  focal  spending  would  Ik 
educed  by  one  billion  dollars.  An  estimated  28 
******  wowW  «**  have  to  make  supplementary 
payment*  to  recipients  of  AFDC  since  their  pay- 
mem  levels  are  below  or  about  equal  to  the  level 
of  the  new  Federal  program. 

Thm,  the  estimated  net  added  cost  of  the  rec- 
tmimeodcd  program  to  afl  levels  of  Government 
would  be  *6  billion  in  1971  This  amount  »  the 
increase  in  the  disposabk  irKome  of  the  10  minion 
household*  receiving  payments  under  the  plan. 
Five  teUfon  doflars  of  increased  income  would  be 
received  by  the  estimated  eight  million  house- 
holds  poor  prior  to  receiving  payments,  and  the 
remainder  by  households  somewhat  alxnc  the 
poverty  line.  Over  one  million  households  would 
be  removed  from  poverty,  while  all  of  the  poor 
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System 


KAMtmcm  of  a  imiversal  income  supplement 
program  automati«uty  would  replace  part  of 
existing  caih  assistance  pft*ramst  and  clmunatc 
or  reduce  mam  of  the  inco-tunes,  madeo^aue*, 
wid  ioeficienckt  in  Fubhc  Assistance  and  other 
programs,  W  kh  bask  income  support  of  the  poor 
pjo^ded  thioa^  an  tndefK^^ 
pkrymcnt  and  social  insurance  programs  could  be 
loaned  on  their  pomary  ot^ecttvea,  instead  of 
bang  modified  to  hop  the  needy.  Fttbik  Assist- 
ance could  take  on  the  rok  b  which  peraooabxed 
*d*nhv*r*i***  would  be  appropriate:  providing 
emergency  aid  and  meelnig aoecial  neenVaiea^ 
by  iodmdiiaJ  probfcma,  finally,  the  pressure  to 
orate  fpcctal  programs  for  special  «gm^  m 
need— such  as  farmers  veterans,  rrugraots,  or  the 
^gco^wotikl  be  reduced-  Whnc  program*  for 
special  group*  might  be  caSed  for,  they  would 


I**  to  be  justified  on  the  bans  of  needs  ahorc 
md  beyond  general  needs.  A  special  program 
could  not  be  justified  because  a  group  needed  a> 
come— the  ismss)  suppsctnent  would  provide 
that— but  only  tf  that  group  dearly  «cded  more 
income  than  other  needy  people. 

The  role  of  other  social  and  economic  pro- 
grams is  outhuedtuthw  Chapter. 

Esnplnynwai 

IV3graimcrabh^pc^toa<K^  ecoconv 
fcaJfc  tbrotigb  trrmmg  an^ 
unae  to  be  essential  m  a  society  that  has  chosen  to 
guarantee  at!  of  its  mcmoers  a  trunanal  standard 
of  thing.  The  mtplenicntauon  of  our  reconv 
nKwied  plan  would  strengthen  rather  than  re- 
duce the  need  for  employment  and  manpower 
prograim.  Indeed,  because  our  program  would 
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provide  the  poor  with  incentives  to  work  and  to 
mcrease  earning  the  failure  to  offer  job  oppor^ 
tunttics  and  emplovmem  services  would  be  a  seri- 
ous omwion.  By  helping  kn-wage  worker  the 
urtemploved,  and  those  not  in  the  labor  forte, 
strengthened  manpower  progran*  could  de' 

CT  ^  ^  °f  °*  i5comr  wFPort  program, 
and  could  play  4  major  role  hi  clmiinatmg  pov- 
erty Moreover,  such  programs  are  needed  not 
only  for  the  poor,  but  aho  for  the  nonpoor  who 
m«*t***fK  co  continuously  changing  technology 
and  labor  market  requirement  Thus,  continued 
development  and  growth  of  pro-ams  that  assist 
tndividuafc  to  increase  earnings  is  an  essential 
feature  of  a  broad  economic  security  system. 

The  success  of  manpower  programs  requires 
;    umtmuous  strong  market  demand  for  the  serv- 
HCt  °*  Program  graduates,  and  for  the  low- 
billed  in  general.  Such  labor  market  cc*>d,oons 
*rc  mort  Ifkelv  to  e*tst  in  a  fuB^mptoyment  econ- 
omy. Consequently,  the  Commit  recommends 
cortmued  pirsuit  of  fiscal  and  moneury  pobees 
which  ensure  the  steady  growth  of  employment 
opportunities  within  the  contracts  unposed  by 
the  goal  of  reasonable  price  stability  The  Com- 
mission also  recommends  ttut  both  general  eco- 
nomic polky  measures  and  specific  manpower 
programs  increasinglv  be  directed  at  reducing 
mequahtv  of  employment  opportunity  Such 
recommends™  are  not  novel  or  original,  but 
they  arc  worth  repeating  sirKc  thicy  are  vital  to 
the  creation  of  a  succcWn!  program  of  income 
generation  and  mam  rename 


Cw  Jbm&m  and  #f 
mmnpomm  Program* 

Greater  coordination  and  tntcgrauon  at  all 
^cKof  government  are  neccssarv  for  the  ,uccee*s 
<*  manpower  program,.  The  multipucuv  of  Fed- 
crai  funding  source,,  for  example,  encourages  in- 
cfficterx  v  and  competition  among  agencies  at  the 
Federal  level  and  among  programs  at  the  local 
level. 


Manpower  and  training  programs  are  reia- 
uvelv  new,  and  their  effectiveness  has  been  varied. 
Future  development  of  these  programs  should  be 
more  sistematic  and  coordinated.  This  will  re- 
quire  careful  planning  and  evaluation,  ft  <cems 
desirable  to  vest  rejocrabOity  for  funding,  plan* 
rting,  coordinating,  and  evaluating  all  such  pro. 
grams  in  one  Federal  agency, 

Similar  coordination  is  equally  durable  at 
the  local  level  where  potential  users  of  services 
come  mto  contact  with  a  multiplicity  of  agencies 
offering  a  wide  range  of  services.  Local  opera- 
twns  should  seek  to  cstabfob  a  single  point  of  con- 
tact between  the  user  and  the  source  of  aj| 
manpower  services.  Thus,  at  one  location,  an  indi- 
vidual's training  needs  could  be  determined  and 
be  could  he  directed  to  the  relevant  services,  such 
as  testing,  sWJ  training,  placement,  relocation  as- 
*******  and  the  like.  The  potential  benefits  of 
operating  local  manpower  service  distribution 
programs  in  conjunction  with  local  facilities 
providing  other  social  services  also  should  be 
mvestigated. 

TrmmSmg  ossf  IfW*  E*0m*nc*  Program 

At  present,  training  and  work  e*rxricncc  pro- 
grams arc  major  components  of  the  United 
States  manpower  system.  Programs  based  on  the 
work  experience  exmcept  provide  the  participant 
with  useful  paid  emplwmcnt  and  some  training. 
!nit  are  designed  primarily  to  instil]  good  work 
habits  and  motivation.  Although  experience  with 
these  programs  is  limited,  the  available  evidence 
<eem*  to  indicate  that  traimngoricnted  programs 
produce  greater  benefits  relative  to  cost  than  do 
those  programs  based  on  the  work  experience 
concept.  Whrte  education,  training,  and  work  ea- 
pericnee  Rurally  complement  one  another,  the 
apparent  inferiority  of  the  last  leads  the  Commis- 
sion to  Uxor  reallocation  of  limited  funds  toward 

^ ')°b  "aining  *nd  institutional  training 
programs. 

Participants  in  institutional  training  programs 
generally  are  p*,d  a  training  allowance-  winch 
»  a  form  of  income  support.  Recipients  of  income 
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support  undrr  our  proposed  program  should  be 
encouraged  to  accept  training  to  improve  their 
earning  rapacity.  Training  allowances  for  those 
enrolled  in  institutional  programs  should  be  dis- 
regarded  in  calculating  both  income  supplements 
and  income  tax  liabilities.  This  will  provide  a 
strong  incentive  to  enter  and  to  complete  institu- 
tional training  programs. 

This  c  ountry  has  experienced  a  rapkl  growth  in 
the  demand  for  public  services  which  has  caused 
a  shortage  <»f  trained  professionals  to  dispense 
these  serv  ices.  This  in  turn  is  creating  a  rich  source 
of  future  employment  opportunity  for  *ubpru- 
fcssional  workers  at  afl  levels  of  government. 
Many  of  these  positions  could  be  filled  by  train- 
ing persons  who  are  presently  untrained  and 
unskilled.  To  achieve  this,  however,  special  em- 
phasb  must  be  placed  on  the  redefinition  of  jobs 
and  the  ere* mm  of  new  entry  level  "trainee"  posi- 
tions in  government  Such  a  change  in  govern- 
mental job  structures  can  be  accomplished 
through  a  program  patterned  after  the  New 
Career*  and  the  Jobs  in  the  Business  Sector  pro- 
grams, A  Jobs  in  the  Public  Sector  program  simul- 
taneously might  satisfy  the  projected  demand  for 
vubprofessicmals  and  provide  socially  productive 
jobs  for  many  persons  otherwise  lacking  opportu- 
nities for  self  "improvement 

l  oo  little  is  known  about  the  proper  ways  to 
utilize  the  government  as  an  employer  to  enable 
uv  to  make  specific  program  recommendations 
However,  large  -scale  experimental  programs  and 
pilot  projects  of  more  than  token  dimensions 
should  be  undertaken  to  help  develop  the  knowl- 
edge and  data  needed  to  evaluate  the  long-run 
potential  of  such  programs. 

Th*  Trammg  and  Empfaymsnt  S*rde* 

The  Federal  Government  can  make  a  substan- 
tial contribution  to  the  total  an li poverty  effort 
by  helping  to  improve  the  labor  market  position 
of  disadvantaged  groups.  By  undertaking  this  task 
the  United  States  Training  and  Employment 


Service  (formerly  the  United  Stales  Emplovroewt 
Service)  not  only  could  aid  disadvantaged  groups 
but  could  increase  the  efficiency  of  the  entire  labor 
market  by  providing  more  and  better  informa- 
tion to  those  demanding  and  supplying  labor. 

To  insure  that  the  quality  of  services  is  en- 
hanced and  to  improve  cooperation  among  local 
and  regional  offices  of  the  TES,  the  Commission 
recommends  that  the  operation  of  the  TES  be 
Federalized.  The  funds  are  provided  fully  by  the 
.  Federal  Ccnrrnment  already,  but  little  control  or 
supervision  is  exercised  over  these  programs  and 
the  same  variations  that  appear  w  Public  Assist- 
ance programs  exist  in  operations  of  local  em- 
ployment and  training  offices.  Expansion  of  such 
operations,  unless  accompanied  liy  reforms,  would 
make  these  variations  worse. 

Other  specific  TES  reforms  which  the  Com- 
mission endorses  are  as  follows: 

•  Outreach  programs  that  find  the  hidden 
unemployed  should  be  expanded 

•  Testing  and  counseling  should  be  developed 
to  deal  with  the  population  they  are  supposed 
to  serve.  Tests  designed  for  middle-class  white 
persons  have  not  been  appropriate  for  use  with 
Blacks  or  Puerto  Ricans,  for  example. 

»  Besides  counseling,  testing,  and  referral  of 
applicants,  the  TES  should  provide  rrlocatkm 
aid-  cash  aid  as  well  as  counseling  and 
follow -up  services. 

•  Attempts  to  induce  employers  to  register 
job  vacancies  with  the  TES  should  be 
increased. 
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Federal  action  agamst  discrimnution  can  help 
make  the  labor  market  .  more  viable  means 
for  minority  group  members  co  c*capc  poverty. 
UncmpJoimcm,  uitckreuipkn/menc,  and  low 
wages—all  prime  causes  of  poverty- -often  are 
rooted  m  dncrtmtnatiou. 

urSWS  *renuous  action  on  behalf  of 
of  opportunity  to  the  labor  market,  the 
CWm«wn  specifically  recommend,  more  vigor- 
ous enforcement  of  amicuacrimmatioo  clauses  m 
FcoVraJ  contracts.  In  saVbbon,  the  Equal  Em- 
pJoymcnt  Opportunity  CcmmiHaon  should  be 
given  the  power  ^  ^  ccasr  and  desist  orders 
when  evTdc^c  of  anamination  b  uncovered  in 
its investigations. 


Comrhuim 

Perhaps  the  most  important  point  to  note  when 
rwewiug  manpower  programs  in  the  United 
State,  m  that  they  am  relatrvrfy  newandmmanv 
cases  experimental.  The  potential  valuv  to  society 
of  an  efficiently  functioning  twtpowtr  system  a 
MFXjtKstiooed;  rt  b  the  proper  rok  of  mdrvidtiaJ 
programs  within  the  system  which  must  be  deter. 
m»ed  This  can  best  be  achieved  by  commuing 
«r*nmcntal  programs  along  with  expanding 
of*rauonal  programs  that  have  proven  success 
fui  Consequently  the  Commission  recommends 
on-going  experimentation  and  innovation 
w*mn  the  system  be  encouraged.  Continued  ns 
view  and  evaluation  of  these  programs  with  a 
P**pcct*ve  broader  than  that  of  any  particular 
agency  is  required. 

Tocalcotfc  that  might  be  added  by  expansion 
m  thc*  *«as  would  depend  on  the 

fcopc  and  expansion  of  service,  offered.  Increased 
*™»  m  these  areas  art  clearly  justified.  So 
as  we  require  people  to  cam  mc*  of  their 
incomes,  we  must  provide  them  with  access  to 
cn^*>rment  opportunities.  And,  as  long  as  pat- 
*n»  of  labor  demand  shiit  over  time,  individu- 
-regardless  of  whether  poor  or  not  -~m«st  be 
Provided  with  opportunities  to  adapt  to  those 
<*aa*mg  demands. 


SocW  Immmm*  Pregnant* 

The  major  Federal  social  insui 
have  been  stretched  to  coi 
absence  of  a  general  income  „ 
There  are  several  changes  which 
m  conjunction  with  the  inauguration 
income  supplements. 


OASDl  Ok,**** 

The  present  CHd  Are.  Siinivor*,  and  Duah&ty 
Insurance  program  (OASDI)  seeks  simtuW 
o«riyto  provide  a  minimum  adequate  mcome  for 
to  J™*™  «Hier  living  standards 
of  btnenoaries,  and  to  require  comributor*  to 
pay  the  costs  of  antk  ipated  benefits.  These  objec- 
tives are  not  fully  consistent. 

To  provide  an  adequate  retirement  mcome 
through  tms  program,  a  msmmum  benefit  must 
^^abfisholw^ 

lated  to  an  individual',  cootribtmous  or  prior 
earnings.  To  preserve  an  individual's  standard 
of  living,  benefits  must  be  related  to  the  most 
recent  earnings  of  the  assured  worker  which  are 
i^h*  highest  canmgs.^ 
™utorv  I**™  requires  that  benefits  paid  be 
rd*tcd  to  contributions  made  over  the  enure 
wodung  career,  although  benefits  determined  on 
thai has*  can  be  adjusted  as  general  earnings 
level*  change.  The  effort  to  provide  a  mkuminn 
^quate  income  in  theOASDf  program  distorts 
the  relationship  between  benefits  and  contribu- 
tions or  earnings.  This  «  particularly  true  in  the 
c  **  of  oVpendrmV  allowances  for  wives,  who  are 
cmitkd  co  an  amount  equal  to  50  percent  of  their 
°AWt  benefits.  For  husband,  with 
identical  average  earnings,  a  couple  in  which  the 
wife  never  has  worked  may  receive  the  same  bene- 
fes  as  a  couple  in  whkh  the  wife  has  worked  and 
fmid  OAS0I  taxes,  because  the  working  wife's 
earnings  record  may  entitle  her  to  an  earned 
benefit  less  than  she  »  entitled  to  automatically 
a*  the  wife  of  an  OASDf  contributor.  Depend- 
ents' allowances  unrelated  to  contributions  are 
justifiable  if  the  <*>jctive  of  the  program  9  to 
Provide  a  minimum  adequate  living  tUsttUM. 
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Dtpcmknts'  allowance*  paid  on  thb  l»asb  are, 
however, a  departure  from  principle*  of  individual 
equity 

The  absence  of  4  *ood  alternative  income 
maintenance  program  to  assure  aR  households  a 
minimum  income  has  lieen  partly  rcsponsilde  for 
the  introduction  of  redbtrilHitivc  dements  info 
thb  program  to  meet  vx  ioJ  goals  imonsistcnt  with 
the  comcpt  of  cjniin^rdated  social  insurance. 
Once  a  universal  income  maintenance  program 
has  been  estaUishcd  to  assure  all  household*  a 
minimum  adequate  income,  the  Commwwon  rec- 
ommends that  lienetft  formulas  under  the  OASDI 
program  I*  reassessed  to  remove  those  features 
that  reflect  attempts  to  rcdistritnjte  income  to 
those  in  presumed  need.  The  Commission  also 
recommends  that  the  S<xial  Security  Advisory 
Ommil  ♦  omidcr  change  in  the  structure  of 
OASDI  benefits  whkb  would  1*  required  upon 
uUyptkm  of  a  universal  income  maintenance 
program. 


Our  recommended  income  supplement  plan  is 
designed  primarik  to  aid  the  low-income  or  inter- 
rnittcnt  worker,  those  chronically  unemployed  or 
una(4e  to  work,  and  those  not  in  the  laU>r  forte. 
Thb  pJan  should  not  I*  expected  to  meet  the 
needs  of  short-term  uncmptoved  workers  or  to 
provide  for  other  emergency  cash  needs.  Unem* 
piovment  Insurance  should  continue  to  provide 
short-term  income  protection  for  many  pcopk, 
including  those  whose  income  would  he  too  high 
to  qualify  for  income  supplements  In  any  case 
thb  social  insurance  program  exerts  a  significant 
<tabiiixing  effect  on  the  economy  try  supporting 
purchasing  power  in  periods  of  slackening 
demand- 
As  noted  earlier,  however,  Unemployment  In- 
surance programs  are  hampered  by  major  gaps  m 
worker  coverage  and  by  low  benefit  level  in  many 
States,  To  achieve  a  comprehensive  income  mam* 
tenance  system  the  Commission  recommends 
that  Uncinptoyroent  Insurance  be  extended  and 
expanded  to  accomplish  the  following  goals: 

•  Provide  broader  coverage  of  wage  and  salary 
workers.  Protection  of  income  during  short 
periods  of  involuntary  unemployment  for  per- 
sons at  all  income  levels  b  important  to  the 
workers  and  to  the  economy.  A  large  part  of 
the  labor  force  should  not  be  denied  coverage. 

•  Prov  ide  more  equitable  treatment  of  the  un- 
employed among  all  the  States.  As  with  Public 
Assistance,  State  variation  b  a  problem  in  this 
essentially  Federal  program.  National  mini- 
mum standards  for  the  determination  of  edi- 
bility and  disqualification  rules,  weekly  benefit 
amounts,  and  duration  of  benefits,  would  rumi- 
nate thb  problem. 

•  Provide  benefit  levels  which  adequately  re- 
place income  during  short-term  unemployment 
for  all  covered  workers 

Cash  Transfer  Programs 

CaUgerkfd  Fuklk  Asms**** 

Public  Assistance,  by  default,  has  developed 
into  a  means  of  supplementing  chronic  low  in- 
comes of  certain  groups.  As  the  major  program 
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coverage  and  adiitir*atrativc  dimcufucs  h*rc 
™«*  uwfcr  slurp  criticism.  But  efforts  co  reform 
we  mean  have  been  impelled  by  the  face  that 
it  »  essenuaih  a  Sute-option  program. 

The  Commwkm  reconmiends  that  Federal 
participation  in  existing  Pubbc  Assistance  pro* 
grow  be  termmatcd.  f„  many  States,  cunmt 
FW*c  Assistance  benefit  levels  exceed  the  pro- 
posed  Federal  income  supplement  program.  The 
CommBwon  feds  that  these  States  should  con- 
tinue to  pay  supplementary  benefits  up  to  current 
*andards  with  their  own  funds,  Because  the  Fed- 
eral  Government  directly  paw  100  percent  of  the 
costs  o/  a  basse  income  support  program,  States 
will  save  an  estimated  $1  billion  of  what  they 
mxild  «P«*  for  Pubbc  Assistance,  even  if  they 
supplement  Federal  payments  up  to  current  wel- 
Urc  «*«d*ras  for  current  recipient*.  All  of  the 
Slates  that  would  pay  supplementary  benefits 
would  stifl  have  reduced  demands  on  their  own 
funds. 

U  H  *Pf**™*  likely  that  some  States  might 
reduce  benefits  from  current  levefc  Federal 
matching  funds  couW  be  continued  until  the  levei 
of  uV  direct  Federal  income  supplement  program 
reaches  adequate  levels.  We  do  not  think  such 
matching  »  needed  or  desirable,  however.  The 
same  factors  that  have  led  some  States  to  adopt 
high  standards  can  be  expected  to  result  in  con- 
tinuation  of  their  current  Jevd*  And  those  States 
*  h  inadequate  programs  probably  would  not 
wish  to  suppirmcnt  the  Federal  program  even 
if  rrtatchmg  funds  were  available.  One  objective 
«  to  replace  the  existing  categorical  Public  As- 
«ancc  system,  and  move  the  level  of  benefits 
tttHfcr  the  Federal  program  towards  adequacy. 
Federal  funds  should  be  app&cd  towards  this 
objective  rather  Chan  be  used  to  extend  the 
i*ubfac  Assistance  program. 

A  Hew  Pregrvm  *f  Tcmper^y  Asnxemx 

We  are  aware  that  Federal  withdrawal  from 
Public  Assistance  means  that  some  States  with 
benefit  levels  below  those  of  the  new  Federal 


program  may  abandon  many  of  then*  current 
program*.  In  those  States,  current  assistance  re- 
cipients sufl  would  be  better  off  under  the  new 
Federal  program  than  they  were  under  the 
previous  State  programs.  But  abandonment  of 
these  program*  may  leave  unprotected  those  peo- 
ple who  have  exceptional  emergency  needs  or 
who  suffer  a  sudden  large  drop  in  income.  For 
•uch  people,  the  Federal  income  supplement 
program  cannot  extend  aid  as  rapidly  and  as  sen- 
sitively as  a  kxa^aomiiustcrcd  assistance  pro- 
gram. Localy  -operated  programs  to  provide  "in- 
fant aid"  are  needed  for  uW  with  *uddcn  needs. 

To  encourage  the  development  of  such  pro- 
grams on  a  State  basis,  we  recommend  that  the 
Federal  Government  should  participate  finan- 
cially in  State  programs  that  meet  the  following 
crkeria: 

•  The  program  must  be  noncategorical,  cov- 
ering afl  peraons  without  demographic  or  other 
distinctions. 

*  Assistance  should  be  based  on  a  simple  test 
which  takes  into  account  income  and  assets. 
State*  providing  short-term  aid  would  fx?  re- 
quired to  provide  such  aid  to  all  persons  in  need. 
Imposition  of  work  reo^urrrnents  for  employable 
persons  might  be  appropriate  since  a  short-term 
emergency  aid  program  at  even  a  low  level  would 
be  vulnerable  to  abuse. 
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Tlx  Fcdcrrf*Govcmmcm  would  reimburse  the 
States  for  50  percent  of  the  special  mix**** 
tienefits  paid  to  each  individual,  up  to  the  basic 
benefit  level  of  the  Federal  income  supplement 
program.  Thus,  the  Federal  (knrrwnent  would 
contribute  to  State  programs  only  to  the  extent 
that  they  are  short-term  in  nature  Individuals 
with  income*  exceeding  the  guarantee  level  of  the 
Feder*3  income  supplement  program  would  be 
ineligible  for  supplementation  from  a  Federafly- 
financed  State  emergency  assistance  program. 

Estimated  total  cost  of  such  a  program  would 
be  $600  million,  of  which  the  Federal  share 
would  be  $m  million. 

focotue-m-Kmd  Program 

The  enactment  of  a  ca>h  income  supplement 
pn>gram  wnuW  r**  allow  the  Federal  Govern- 
ment  to  drop  most  incomc-in*kind  programs 
immediately.  Some  of  these  programs  could  be 
phased  out  in  time,  while  others  might  be  con- 
tinued and  improved  in  order  to  meet  bask  social 
needs. 

There  iv  a  shortage  of  adequate  housing  avail- 
able to  the  poor.  Onlv  a  small  percenuge  of  the 
poor  are  served  by  present  housing  programs. 
Since  any  significant  reduction  in  the  costs  of 
construction  and  occupancy  because  of  techno- 
logical development  will  take  some  time,  Federal 
wbaidies  will  remain  necessary  to  bridge  the  gap 
between  marketplace  costs  for  standard  housing 
And  prices  that  lower-income  families  can  afford 
to  pay. 

This  Commission  concurs  with  the  analyses 
and  reAiomnKrndations  of  both  the  President  s 
Committee  on  Urban  Housing  and  the  National 
Coifimcwton  on  Urban  Problems,  Construction 
of  more  subsidized  Icnv-incomc  housing  through 
the  private  sector  *  necessary,  and  is  preferable 
jo  more  public  housing  projects. 

For  the  immediate  future,  Urge-stale  Govern- 
ment involvement  in  housing  programs  is  essen- 
tial to  complement  the  basic  income  supplement 


pUn.  While  additional  income  would  enable 
more  poor  families  to  obtain  somewhat  better 
housing  in  the  private  market,  H  is  likely  that  con- 
tinued direct  Government  action  wiB  be  required 
until  there  is  significant  improvement  and  expan- 
sion of  the  housing  snpplv 


Gc*rtwncnt  heal*  rare  programs  will  con- 
tinue to  be  needed  to  promote  the  wcU-bcing  of 
both  the  poor  and  nonpoor.  The  poor  cannot 
afford  private  heakh  care,  and  even  with  ade- 
quate incomes  they  would  be  unable  to  meet 
high  nonrecurring  costs  of  major  illnesset  with- 
out aid.  Moreover,  since  disability  and  illness 
force  many  families  into  poverty,  the  health  of 
the  nonpoor  is  also  a  vital  concern*  Thus,  health 
tare  programs  cannot  be  supplanted  by  cash 
income  support. 

Existing  hcahh  care  programs  have  inherent 
structural  flaws:  they  are  categorical,  providing 
free  or  subsidired  medical  care  to  some  but  not 
co  all  who  are  m  equal  need  Moreover,  Medicare 
and  Medicaid  do  not  meet  all  of  the  needs  of  those 
eligible  for  assistance.  The  existing  programs  are 
dependent  ultimately  on  an  industry  which  has 
lacked  the  capacity  to  meet  large  increases  in  the 
demand  for  its  service*  Medicare  and  Medicaid 
have  reduced  the  financial  burden  of  obtaining 
adequate  health  care  for  many  of  the  aged  and 
<  the  poor.  But  these  programs  have  raised  the  cost 
of  health  care  for  many  other  people  By  enabling 
the  poor  for  the  first  time  to  purchase  adequate 
health  care,  the  prices  of  a  relatively  fixed  supply 
of  heakh  care  services  have  been  bid  up;  it  is  the 
near-poor  who  have  been  hurt  most  by  this 
process. 

Complete  health  care  coverage  is  an  elusive 
concept.  Verv  few  insurance  programs  come  close 
to  providing  h%  although  in  several  States  Medi- 
caid promives  such  care.  Hospital  insurance,  the 
most  widely  held  form  of  protection,  generally 
does  not  cover  the  lull  costs  of  catastrophic  ifl- 
nevscs.  Because  the  poor  and  near-poor  lac  k  access 
to  private  coverage  more  frequently  than  other 
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F«P».  they  «t  ma<«  vulnerable  to  the 
anciaJ  haiards  of  m*^of  i&iessc*.  Medicaid  ha* 
t  protected  them  ^dc^ieiy  and  cannot  do  my 
cbout  expenditure*  much  higher  than  the  cur- 
/ic  level  Hhtfe  Mcdkarr  hat  paid  for  much  of 
c  hotpital  .md  po»f  hoapkai  conhncments  of  the 
JerJr,  the  burd  i  of  drug*  and  phyucian  fee* 
8  rest*  brgrfy  with  them.  For  the  elderly  poor, 
e  $4  monthly  premium  far  medical  imu  ranee, 
HipJcd  with  dcductilrfes  and  drug  costs,  is  a 
sere  burden.  In  onjy  a  few  States  are  ihe*e 
trtmuim  paid  for  the  aged  poor  by  welfare  age*!- 
cs. 

Meeting  twur  income  nerds  of  the  poor  will 
dure  (heir  health  care  problems  somewhat.  But 
ib  w»f!  pot  increase  immediately  (he  supply  of 
eahh  services  or  cover  the  costs  of  short-term  and 
*ia*rophk  iflncssrs,  two  problems  whkh  plague 
oth  the  poor  and  the  nonpoor  These  problems^ 
nd  che  role  che  Government  should  play  in  *ok- 
tg  them- are  of  great  importance.  This  Com- 
iwsion  has  not  developed  a  specific  program  to 
«wt  in  (he  financing  of  medical  care.  But  ye 
cef  thai  *ik  h  programs  are  needed,  and  recoro* 
fiend  that  the  Administration  complete  the 
tudks  now  underwav  to  develop  them, 

ro*rf  Prmgrtmu 

The  Food  Sump  and  Commodity  Distribution 
>rugraim.  unlike  other  in-kind  programs,  could 
le  replaced  easily  by  a  weO-designed  cash  Cram- 
er plan.  These  programs  supplement  incomes  but 
Jo  so  much  less  efficiently  and  with  fas  consumer 
hoke  than  direct  cash  transfer  programs;  they 
mprove  living  standards  only  by  increasing  food 
onsumption.  So  long  as  total  income  remains  in- 
sdesjuate,  there  will  be  a  tendency  for  recipients 
?«hcr  to  substitute  free  food  far  their  former  food 
purchases  or  to  eschew  any  food  program  whkh 
requires  a  fixed  outlay  for  food  and  hampers  their 
ability  to  adjust  expenditures  to  meet  other  family 
neecK,  Normal  market  channel  are  efficient  sip- 
plicr*  o*  f<vd  products  Government  intervention 
*  "**  neiesMry  to  assure  a  supply  of  food  for  low* 
income  hou«ehokU  a*  long  as  those  households  are 
able  to  afford  market  prices. 


We  recommend  that  special  food  programs  that 
provide  food  to  poor  families  and  individual*  - 
Surplus  Commodity  Distribution  and  Food 
Stamps- -be  phased  out  with  the  introduction  of 
a  program  dim xh  ^upplemenung  cash  income. 

SarsW  Srrwrr 

For  the  past  30  years,  CWmmem  has  been 
the  principal  vxjttc  of  a  continually  expanding 
range  of  hhwU  services  whkh  are  provided  to  the 
nonpoor  as  well  as  the  poor.  Some  >erv  ices  are  now 
part  of  Public  Assistance  programs  whfle  mam 
others  are  provided  under  a  variety  of  auspices. 

It  is  difficult  to  deal  with  this  area  because  of 
the  lack  of  an  adequate  definition  of  services  Cur- 
rent programs  add  little  to  our  knowledge:  most 
of  the  activities  lalieJed  services  under  Public  As- 
sistance, for  example,  are  actually  closely  related 
to  program  administration. 
There  are  three  general  types  of  social  service*. 
'  Fust,  t*^a«se4irice*  of  a  surrogate  nature,  such 
as  homemaker  service*  or  day  care,  aimed  at  en- 
hancing an  individual's  ability  to  function  socially. 
The  second  type  of  social  services  are  informa- 
tional and  referral  activities  whkh  attempt  to 
establish  a  link  between  an  mdrvkfuaJ's  nerd  and 
existing  community  services  such  as  legal  aid, 
housing,  and  medical  assistance.  Finally,  there 
arc  clinical  social  services,  whkh  include  psy- 
chology al,  psychiatric,  and  casework  counseling. 

The  Commission  feels  strongly  that  all  three 
<*  pes-  surrogate,  mformationaL  and  clinical 
h«ne  to  be  provided  as  a  necessary  complement  to 
jn  efficient  and  effective  income  maintenance 
system.  But  the  delivery  of  services  should  not  be 
attached  to  income  support.  Useful  servkes  *hou\d 
be  justified  on  (heir  own  merit*, 

Senkes  cannot  be  a  substitute  for  adequate 
incomes:  they  cannot  pay  rent  or  buy  food  for  a 
poor  family.  Vet  Publk  Assistance  programs  fre- 
quently have  offered  services  in  lieu  of  adequate 
benefit  levels.  Moreover,  grants  too  often  have  re- 
quired the  acceptance  of  social  service*.  This 
reduces  or  eliminates  the  trust  and  confidence  be- 
tncen  professional  social  worker  and  client  whkh 
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r*  ewntial  for  succeed**  *ox  taJ  srrvke  Com* 
mrotm  memlicrs  were  im pecked  by  the  testimony 
of  both  social  workers  and  cKentt  winch  pointed 
out  that  the  utility  of  tervkes  often  has  been 
impaired  In  the  link  wrth  cash  im  omc  support. 

The  Commission  rrrooimmoS  the  adoption  of 
.1  nrw  s%strin  of  Federal  gram-uv*»cl  rjcograms 
to  distribute  needed  social  services  equttabfv 
throughout  the  Nation,  but  whk  h  docs  not  anow 
thrv  >rn  ko  to  be  used  as  suMitutes  for  adequate 
hmefws  orsas  devices  for  coercion  and  social  ton* 
n<»|  of  the  poor.  To  accomplish  this : 

♦  Receipt  of  social  swkes  must  be  voluntary 
.  cMept  for  service*  whkh  are  inherent^  tocr- 

*  isc  and  nhx  h  arc  imposed  through  due  pro* 
os  of  Uw.  me  h  a*  probatioo  or  parole. 

•  F.sperintentatktn  with  different  form*  of  or- 
gam/atkin  and  dehscrv  ^sterns  including 
direct  souebcrs  to  rcupknts  to  allow  them  to 
<  bo<*c  the  «*t\kcs  thev  wish  to  pun  hase  and 
totto*^  the  >upplkr  <>f  tfrw^  senkes-  «bouki 
he  cntuura^cd  and  funded  by  the  Federal 
Government 

The  ('ommrv»N*i  brlw~vcs  that  *ash  income  r* 
the  prwurv  instrument   for  the  creation  of 
Vronomic  *ec  unts ;  however,  cash  r*  a  nccessarv 
ffhm  not  a  *nro<  lent  instrument  1 n  a  omtpfe*  in- 
r  dustrtalired  so«  ietv  some  low-inrome  citi/ens  are 
undcred  mated,  inevperkm  cd.  overwhelmed,  and 
defeated.  V  a  result,  thev  ma*  he  exploited,  de- 
meaned, and  disc  rimmated  against  In  institutes 
which  should  fie  serving  them< 


The  Ccmmmon  has  found  that  many  of  the 
poor  ha\e  \ef%JrmKcd  access  to  information.  They 
haw  never  fieerWoW  what  rights  they  have  by 
law,  how  to  find  IVargain*  on  food,  where  to  ob- 
tain free  medical  irrvke.  Program*  tailored  to 
provide  information,  education,  and  even  sprc  irk 
assistance  '  such  as  legal  defense)  would  help  the 
poor  better  to  utilize  and  to  increase  their  limited 
re*ourvcv 

We  were  struck  l*y  the  overwhelming  array  of 
places  poor  people  must  go  for  the  services  the* 
need.  Often  the  various  service  agencies  are  far 
from  one  another  and  from  the  poor  neighbor- 
hoods, to  get  there  clients  must  espend  consider* 
ahk  time,  energy,  and  money'.  The  Commission 
fceh  this  situation  must  be  remedied. 

We  recommend  that  the  bask  scrvkes  pros  ided 
through  Federalh  aided  programs  be  included  in 
multipurpose  urban  ncighborhocid  scrv  kc  centers 
whkh  would  pros  >de  a  single  location  from  whkh 
-social  sen kes  could  be  dispensed.  ITicse  neighbor- 
hood *ervke  centers  also  could  preside  informa- 
tion and  referral  srvices,  have  outlet*  for  man- 
power programs,  and,  provide  space  for  cluneal 
%crvjces. 

These  recomntendations  could  be  financed  ini- 
tially with  the  $MX)  miiiioii  that  the  Federal  Gov* 
eminent  now  spends  for  administration,  *er*  kes, 
and  training  in  Public  Asvstamc  programs. 

Other  Programs 

Problem*  of  adult  poterts  todav  largely  reflect 
she  failure  of  programs  thjt  dealt  with  children 
soierdas  The  children  of  the  poor  tend  to  re- 
main poor  themseKe*  a*  the  cycle  of  puberty  Ik- 
conws  increasingly  dim*  ult  to  break.  Amerka « 
traditional  paths  out  of  posrm  are  looming 
harder  to  follow  as  unskilled  jolw  disappear  and 
the  lensrth  of  tin*  required  for  education  and 
training  for  detent  jobs  extends  Iteyond  the  ahilits 
of  poor  f.imiltes  to  afisorh  the  costs,1 

Wc  have  seen  that  h  r*  k  r%  available  to  the  poor 
tend  to  be  inferior  whether  in  health,  education. 
,,r  welfare  The  poor  have  the  worst  nutrition 
1W  <  hildren  «enef ally  go  to  s*  hook  tlat  are  run 
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*>»nt  poor iy  maintained,  la<  k  supplies  and  facilj. 
ties.  Often  these  vhoob  are  suflfed  by  teachers 
*ho  arc  unable  to  find  alignments  in  better 
*  hoots. 

To  ensure  sreatrr  opportunity  for  poor  children 
to  break  the  <u  k  of  pmertv.  we  mutt  direct  pro- 
gram* to  their  needs  (n  part  this  means  taking  a 
new  look  at  the  failures  of  health,  education,  and 
"TUr*  1**W*m*  Specific  recomrnendatiom  in 
tht%  anr*  *ope  of  this  Commt*. 

<«on<  charter  H  e  merdy  note  that  for  a  lorns-run 
MAuthin  to  r^bfcimof  povertv,  the  root  cauSsof 
'"adequate  earning  potential  must  he  draft  with 
U  Government  programs. 

Of  Cm  fpr  CkOJrwn 

The  Commission  ho*  considered  progranw  to 
pco*»dc  da>  <are  to  the  children  of  working 
mothers.  .Such  praams  are  important  and 
Horthv  of  discus*™.  The  tone  of  current  public 
debate  is  disturbing,  however.  Much  of  this  debate 
has  fem  f<*  ci^rd  on  providing  places  to  put  end- 
6rcn  10  lh-'f  mothers  on  welfare  can  work.  It 
"  often  proposed  that  day  care  be  provided  with 
the  stipulation  tnM  mothers  must  accept  work  or 
training.  The  Commotion  cannot  recommend 
c*tcnsne  prrn-tMun  of  das  c*re  for  this  purpose  be* 
cause  it  is  rostiv,  narrowly  conceived,  and  cocr- 
nsc.  I  nlrss  pure!*  ct«tod«,il  *  are  is  to  lie  offered 


cost,  air  quite  high.  Head  Stan  program  co*», 
excluding  capital  costs,  provide  a  benchmark  for 
e^imaung  the  cost  of  enriched  cwon^  fulklay, 
full  ..ear  basis  for  three  to  nvc-^ar  old  children. 
In  costs  were appro*^ 

child.  For  children  under  three  costs  are  higher 
because  a  greater  aduk-uxWW  ratio  »  necessary 
The  potential  earnings  of  most  AFDC  mothers 
are  not  much  more  than  the  cost  of  day  care  for 
one  child-but  most  such  rnothers  have  more  than 
one  child. 

J"  l967'  33  ^  of  children  receiving 
ArDC  were  under  6.  Thus  it  would  cost  $2,7 
Wlion  to  preside  the*c  children  with  day  care.  If 
che  hah*  m.llion  mothers  responstbie  lor  these  I  6 
million  children  could  work  aQ  year  at  the  mini- 
mum  wage,  their  total  receipts  would  be  only  $1 .6 
Nllion  The  yet  cost  to  society  of  providing  day 
i  dtr  {or  ^pendent  children  under  6  alone  would 
*moan<  to  **  1  biUkw  to  accomplish  uncertain 
goals,  A  fuH-scak  program  for  all  poor  mothers 
would  lie  csen  more  costly. 

The  Commr*wi  dislikes  the  coercion  involved 
m  repairing  poor  mothers  to  work  regardless  of 
Cheir  skills,  Clitics,  and  desires.  The  Comrniwon 
therefore  rejects  the  notion  that  day  care  should 
be  provided  so  that  women  on  welfare  can  be 
required  to  work. 

While  the  costs  of  providing  enriched  day 
care  are  formidaJdc,  we  recognize  that  many 
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women  now  wort  tad  many  other  women 
^mngh  desire  to  do  *>,  tnctudjng  both  welfare 
net  ipicnts  and  nonrecifMrnU.  We  recommend  ef- 
fort to  develop  adequate  dav  car*  facilities  for 
children  at  lower  com  which  could  he  available 
on  aft  abdtfy-to-pay  *****  Not  project*  and  ex- 
periment* m  thw  area  would  be  very  oxcful. 

If  day  care  is  regarded  a*  an  important  child 
development  opportunity,  then  programs  for 
young  children  can  be  seen  a*  a  universal  eaten* 
lion  of  the  concept  of  public  education.  This 
concept  ai  worthy  of  exploration  but  detailed 
recommendations  are  beyond  the  scope  of  this 
Comntssston's  irsportsibiutara, 

FontaV  Pf ****** 

The  Commission  notes  that  for  many  families 
pen  my  m  a  resuh  of  having  more  children — 
frequently  unplanned  children-  -than  the  parent* 
can  adequately  support.  Yet  family  planning  serv- 
ices are  leu  access&te  to  the  poor  than  to  middle 
and  upper-income  famines  In  1966  only  13  per- 
cent of  the  5 .3  million  poor  and  near-poor  women 
who  could  have  benefited  from  family  planning 
services  were  receiving  them  from  any  public  or 
private  agency/  and  few  of  them  rfrived  these 
services  from  private  physicians.  Vet  such  pro- 
grams have  relatively  low  coats  and  high  benefits. 
Costs  of  services  average  930  per  woman  annually, 
five  million  poor  and  near-poor  women  could 
fie  helped  for  an  annual  cost  of  $150  million.' 

Even  if  t>encfit-cost  ratios  were  not  favorable, 
incalculable  human  costs  would  he  overriding. 
The  human  cost  to  mdrviduah,  to  families,  and 
to  socsctv  of  unwanted  children  growing  into 
adulthood  in  poverty  without  hope  or  opportun- 
ities is  enormous  and  the  remedy  *  tr«xpcmrve. 
There  is  no  reason  to  deny  to  the  poor  what  is 
so  easily  purchased- 4 be  ahujty  to  plan  f amity 


*  FUftnrd  P«rrnriMtaxJ-t¥<rrM  PupuUCttfto,  Ftt  t  JHdit** 
Wvmtn    Wko't  Who  Among  Am*ru#*s  m  of  Smk- 

itdutd  Family  Planning  Sfriutt.  Planned  IVwibood 

Pepmiaitvn  and  Firmly  Planning,  ftrp<«  M  the  Pro*- 
timi'%  Cvmmttut  on  Popaimi*™  and  F*m»*r  PU/wt«# 
Movrmbet  19641,  p  18  * 


The  Commission  reconmvenb*  that  the  Federal 
Government  rapidly  expand  family  planning  pro-  , 
grams  to  make  information  and  services  available 
on  »  voluntary  \vtm  to  aB  American  women  who 
want  but  cannot  afford  them. 

CsPwdnaion 

The  adoption  of  a  program  suppfcmem- 
ing  km  incomes  is  a  neceasary  component  of  a 
serious  effort  ui  eliminate  poverty.  Such  a  pro- 
gram should  be  enacted  whether  or  not  existing 
programs  are  changed,  it  would  provide  addes^ 
income  to  many  inehgUne  for  aid  under  existing 
programs.  Coupled  with  the  changes  and  modt- 
noriona  in  existing  programs  outlined  in  thai 
chapter  it  would  mold  the  old  and  the  new  pro- 
grams into  a  coherent  National  economic  security 
system. 
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Atomatto 
Programs 

Com&erad 


Rccogr*ou  of  the  problems  created  by  the 
of  an  income  floor  progiam  haspiwmtcd 
many  program  pcooo**  m  recent  years.  Tliese 
proposal  have  fat  common  some  basic  c4pctives 
«w«  uniform  coverage  of  the  poor,  gwaier  ofe. 
*<^<*  operation,  h*^ 
and  i*eservatiou  of  work  mccntrves.  Some  are 

Z°!Z*??;  T  W  1,01  ' 

wtth  eniployment  and  other*  arc  not 
"*nm»tto  hat  review!  me  propoaab 
*f  *        appeared  prtjmmemfy  in  recent  pub- 
4  ™  Th»  evahwtioo  hnkdmto  prefer 
bcome-tertcd  program  that  provides 
c^suppkr^csasrecomn^ 
Tim  Append*  review  other  ptosran*,  and  rea- 
*ons  far  finding  them  Jess  satisfactory, 

*********  Types 

Most  income  mamtcnance  proposals  can  be 
grouped  under  one  of  the  three  major  program 
cvpes.  TW  are  cmployincnt -related  plans  that 
are  aimed  at  increasing  incomes  through  the  pro- 
v**m  of  training;  direct  employment;  and/or 


wage  subsidies.  Some  plans  would  ledrtrfbote 
"™  ™  *  W  The  majority  of 

pUm,  however,  are  lor  one  form  of  rncorne  trans- 
fer or  another.  Such  plans  as  welfare  reform, 
******  mcome  taaes,  mod  children's  allowances 
would  mcrease  personal  mcomrs  dmxtfy  through 
c**  transfers.  Froposak  of  these  types  are  con- 
*****  more  fully  below, 

E*Vfar*ic**-fcehM^  Pmgrasns 

A  number  of  widely  discussed  antipoverty  pro- 
posah  would  opera*  through  labor  marfa*  Two 
of  the  most  important  of  these  are  ^government 
as  the  employer  of  Ust  resort"  (or  guaranteed 
employment)  and  wage  subsidy  proposals.  De- 
rae  frfpu|*nty  of  *icb  plans,  there  m  very 
Httk  hanl  knowledge  about  how  they  might  op- 
erate, the  number  of  people  that  would  be  af- 
fected, the  wages  that  would  be  paid,  anu  now 
much  they  might  cost.  If  "wage  subsidies"  and 
"guaranteed  employment''  w  to  be  more  than 
empty  phrases,  these  and  other  difficult  questions 
must  be  Answered. 


(289) 


r 


0 

ERIC 


BEST  COPY 

275 


270 


Briefly,  4  wage  subsidy  is  a  mean*  for  achiev- 
mg  ooe  or  both  of  the  foBowmg  two  ends:  first, 
insuring  that  low-wage  cmptoyees  receive  a  more 
•drquate  wage,  and  second,  inducing  the  employ- 
mem  oi  unemployed  labor.  A  subsidy  can  fill 
or  part  of  the  gap  between  the  workers'  value  on 
the  open  labor  market  and  a  "target  wage  "  The 
wage  subsidy  may  be  paid  directly  to  the  worker 
or  mav  be  paid  to  the  employer  who  in  turn  pays 
ha  employees  a  wage  exceeding  their  market 
\alue.  By  definition,  the  subsidy  program  can  aid 
only  those  who  are  now  working  or  who  are  po- 
tentially employable 

The  income  needs  of  nonemployaWe  persons 
#ould  have  to  be  met  by  other  programs.  And, 
there  may  be  residual  income  needs  for  employed 
persons  with  Urge  families, 

!(  is  estimated  that  a  wage  subsidy  set  at  50 
percent  of  the  difference  between  a  'target  wage" 
of  $2,00  and  actual  wage  rates  would  make  pay. 
meats  of  $7  billion  to  nearly  15  million  persons. 
Grzdustisd  taxes  on  subsidies  in  excess  of  family 
poverty  fmes  would  vidd  $1.3  billion,  leaving  an 
estimated  net  cost  of  %ftl  billion. 

A  potential  problem  inherent  in  any  wage  sub- 
sidy scheme  is  that  employers  could  gain  a  por- 
tion of  the  subsidy.  The  less  competitive  labor 
markets  are,  the  more  likely  it  is  that  employers 
will  be  subsidized.  Home  lesser  amount  of  benefits 
could  also  be  "loaT  to  the  working  nonpoor— 
especially  second  earners  in  a  family  who  work 
in  subsidized  jobs. 

While  one  purpose  of  a  wage  subsidy  ts  to 
induce  private  sector  employers  to  hire  low  pro- 
ductivity workers,  guaranteed  employment  direct- 
ly provides  jobs  in  the  public  sector.  Candidates 
for  guaranteed  employment  will  generally  be 
those  whose  productivity  is  less  than  some  "tar- 
get wage."  They  either  will  be  currently  emploved 
below  that  target  wage,  or  unemployed.  IdealH, 
work  would  consist  of  socially  useful  tasks  which 
otherwise  would  not  be  performed,  assuming 
there  is  an  adequate  supply  of  such  tasks. 

A  program  with  the  Federal  Government  serv- 
ing as  employer  of  last  resort  and  offering  employ - 
m<ru  at  the  minimum  wage— subject  to  a  number 


of  cfcgibdtfy  restrictions  inducting  overall  family 
income— would  cover  an  estimated  9  miHion 
workers  and  cost  an  estimated  $16  bunon. 

■» 

Wage  subsidies  and  guaranteed  employment 
are  both  Mwork-conditiooedt?  income  mamte- 
nance  programs;  that  ts,  only  those  who  are  able 
to  work  qualify  for  program  benefits.  There  are 
at  least  three  social  reasons  for  supporting  such 
programs: 

•  To  offset  the  gross  cost  of  cash  income  main- 
tenance through  the  production  of  socially  use- 
ful goods  and  services, 

•  To  provide  an  educational  experience  which 
eventually  makes  k  possible  for  participants 
to  succeed  in  the  private  labor  market. 

•  To  provide  participants  and /or  society  with 
the  psychological  benefits  (hat  accrue  when  in- 
come is  received,  not  as  a  gift,  but  as  compen- 
sation in  return  for  services. 

The  relative  weights  assigned  to  these  three 
reasons  have  important  tmphcations  in  anv  de- 
termination of  who  should  be  included  in  pro- 
gram partktpatkm.  In  an  actual  program  at  Wast 
some  of  the  conflicting  values  implicit  in  these  ob- 
jectives must  be  comprortusrd.  Operationally 
feasible  ebgibilrty  criteria  must  also  be  formulated. 
If  equal  weight  is  given  all  three,  universal  cov- 
erage is  implied,  but  this  may  be  quite  expensive. 
If  the  number  of  openings  in  the  program  must  be 
rationed,  a  relatively  high  weighting  of  the  first 
reason  (minimum  costs)  suggests  creaming  the 
most  productive  of  the  low  productivity  labor 
force.  A  large  weight  on  the  second  reason  (work 
experience)  implies  ao  emphasis  on  thise  who 
could  benefit  most  from  framing  (e.g.,  the  young 
or  those  who  five  hi  areas  where  nortsubsidized 
jobs  can  be  procured ) .  Highly  weighting  the  third 
reason  ( psychological  benefits)  may  imply  that 
only  family  heads  should  be  permitted  to  partic- 
ipate. Should  secondary  workers  (e.g.,  the  wives 
of  working  husbands)  participate,  family  income 
may  be  brought  well  above  the  poverty  line.  If 
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«oodary  ~wtc*  are  denied  rUgftKty,  tow- 
family  splitting  are  created. 

^«»«**m  order  »  reduce  co^  sow  rort 
"*pnonty  svvem  wU|  have  to  be  used.  Then,  em- 
Ptoy»«w»«  at  *  ceruin  wp.*,  looker  W 

,^to^^to^^^toS£ 
»»toig  wnbm  certain  categoric*  Hence  die  lettn 
S««™eed  employment  or  the  guar..Tteed  *a«e 

•  mmwner.  But  a  categorical  progrMn  lfl  . 
mcomc  from  join  ha,  the  sanv  defect.  a,  cate- 
gorical program,  which  simply  offer  income 


The  relative  weights  to  the  three  main 

for  supporting  work«onditioned 
maintenance  programs         in  the  tot  sea**,) 
important  detemunants  of  the  content  of  the 
>°^«^  to  individual  qna%n^  for  a 
•ubawy  or  a  guaranteed  job.  Tto  desire  to  mini- 
m«co*»  pu»  a  high  priority  on  the  wefuinem 

•ogscal  benefits  ooe*  not,  aiming  it  »  activity 
>*ber  than  productiv.tr  from  which  the  psycho- 
»ogKai  benefit,  flow.  However,  the  destructive 
•mpact  on  morale  of  mekss  makc-work  «  well 
k»own,  and  this  effect  roust  be  offset  agai«t  po- 
tentialI  productivity  toprovement,  from  experi- 
ence. Maxumung  work  experience  puts  the  em- 
ptos*  on  the  performance  of  jot,  whew  rained 
ate  acqnired,  coupled  perbapa  with  sup- 
portive wvaan,  e.g.,  vwatxwal  training,  banc 
education,  and  special  counseling. 

TT*  supply  of  productive  and/or  skiD-acquir- 
m  type,  of  jobs  could  drastically  tout  thereof 
the  prosr^.  WMfckktwttocttorearemany 
«  «be  public  sphere  that  could  improve  the 
quahty  of  public  service*  it  «  ato  true  that  the* 
tasks  are  not  limitless.  Moreover,  they  ato  re- 
q««r  expenditures  in  training,  supervisory  per- 
•onnd,  «nd  supporting  adminntrauve  structure 
lo  be  m«t  effective  and  most  useful,  it  u  likely 

^  tto  need  for  p„bto  «rvk«  and  a  carefully 
**g»ed  strategy  for  service  implementation 


dxwU  take  precedence  over  the  sheer  develop, 
ment  of  jobs  in  these  arena. 

Job  content  can  be  controlled  more  or  less 
*waty  m  the  case  ot  guaranteed,  pubhdy  ^ 
mmnteiedonploymewprograo^Thisan^ 
™  •  P^gram,  where  the  par- 

t*V*x,n*  Private  employer  wig  determine  job 
content,  subject  to  whatever  incentives  or  pres- 
sures the  Government  can  apply  (e.g.,  to  insure 
2£  «  *"  W^TBul  many  7S 
adnto*ered  jobs  have  been 

Kke  other  job.  at  the  tower  end  of  the  pay  scale. 
Moreover,  the  opportunities  for  advancement 
Wfiy  are  touted.  Given,  for  example,  the  end 
*•  teacher  shortage  in  most  areas,  Hi,  unreaJ- 

THHT*  m*,y  tocbm'        •»  be  trained 
to  become  teachers. 


Wf  to. 

*  witb^v^JT"  P-d  48  m 

*  wage  sutody  and/or  guaranteed  employment 

ptogtwn  »  critical  in  determining  both  the  pm- 
gram  s  effevuvcae*  as  an  antiporrrtv  device  and 
•«*  c«ts.  In  general,  the  higher  the  wage  me  more 
«*f«l  «t  would  be  as  an  antipnvwty  tooL  Higher 
wages  ato  would  increase  the  attractive  of 
tbe  program  to  potential  participants,  and  con- 
»eqocotly  rome  sort  of  priority  syMem  would  be 
necessary  to  keep  costs  manageable. 

Smee  a  substantial  number  of  workers  pres- 
CnUr  *"  employed  at  or  below  the  minimum 
wage,  a  large  scale  guaranteed  employment  pro- 
8nm  P»ring  the  minimum  wage  may  necessitate 
considerable  economic  adjustment  by  low-wage 
moW*,  d  ugmficam  number,  of  worker,  should 
transfer  from  private  to  guaranteed  pubbc  em- 
P^TWOW-  Under  guaranteed  employment  there 
B  not  only  the  possibility  of  an  initial  large  shift 
of  workers  from  tbe  private  sector  onto  Govern- 
ment pa vrolts,  but  ato  of  repeated  shifts  from 
one  sector  to  the  other  as  wage  rate  differentials 
«»d  job  opportunities  fluctuate  over  the  business 
cycle. 
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Assuming  chat  the  general  wage  level  »  given, 
establishing  wage  difTomtiak  for  r*uticipants  in 
work<ondifkmcd  income  maintenance  program 
involves  a  very  intricate  frt  of  problems.  Wages 
under  various  programs  may  differ  geographic 
region,  work  assignment,  individual  merit,  senior- 
ity, and,  in  the  case  of  wages  subsidies,  by  industry. 
Since  a  famnVs  standard  of  i.ving  is  a  function 
of  the  number  of  people  in  the  family,  rt  ako  may 
be  desirable  to  vary  the  wage  on  the  basis  of 
household  sue.  The  type  and  sue  of  the  wage  dif- 
ferentials wtfi  affect  program  costs,  the  flow  of 
individuals  into,  within,  and  out  of  the  program, 
and  possibly  the  wage  structure  of  the  nonsubst- 
diied  sector  of  the  economy,  to  mention  but  a  few 
of  the  possible  implications. 


Under  either  program  the  net  costs  would  be 
economic  equivalents  of  cash  transfers  of  the  same 
amount  and  c&tribution  Apart  from  whatever 
nooiabor  income  they  may  have,  households  are 
poor  because  their  memben  are  not  employed, 
are  underemployed,  or  are  employed  at  wages 
too  low  relative  to  household  size.  Persons  not 
employed  are  without  labor  income  because,  at 
the  time,  their  cooxrttnmon  to  an  employer's  in- 
come (a)  does  not  justify  payment  of  tU  prevail- 
ing wage .  'b)  is  so  low  that,  gives  that  only  96 
percent  oi  the  labor  force  m  employed,  they  have 
been  screened  into  the  remaining  4  percent;  or 
(c)  is  lea*  than  the  value  of  their  labor  in  the 
home.  Or,  they  may  be  too  old,  young,  or  sick  to 
work.  Persons  employed  presumably  are  produc- 
ing all  that  they  can  and  arc  compensated  for 
what  they  can  do.  The  wage  subakry  in  private 
employment  could  leave  many  persons  who  are 
now  unemployed  out  oi  work  or  could  displace 
some  of  those  presently  employed  Total  employ- 
ment might  not  necessarily  be  raised,  depending 
on  the  structure  of  the  program  and  whether  the 
program  could  be  used  by  employers  to  subsidize 
their  current  workers.  Government  jobs  might 


accomplish  some  worthwhile  things,  but  Gov- 
ernment output  is  not  sold  m  the  market.  In  the 
National  Income  and  Product  accounts.  Gov- 
eminent  output  is  valued  at  cost  Tros  convention 
should  not  delude  us  into  believing  that  an  in- 
crease in  Government  payroll  automatically  in- 
creases real  output  by  a  corresponding  amount. 
Hence,  the  assertion  that  net  labor  costs  (Le~, 
value  of  output  minus  wages)  of  these  programs 
arc  economic  equivalents  of  cash  transfers. 

in  general,  the  Commission  believes  that  wage 
*ub»dy  and  limited  (lc.,  non-4 'guaranteed'' )  em- 
ployment programs  ought  be  best  used  as  comple- 
ments to  a  basic  income  maintenance  system 
should  they  prove  feasible  after  further  study. 
These  programs  can  affect  only  employed  or  po- 
tentially employable  persons.  For  those  unable  to 
work,  the  bask  income  would  be  the  source  of 
support  Moreover,  an  income  supplement  pro- 
gram soil  would  be  needed  for  large  famine*  to 
augment  the  wages  from  the  subsidy  or  employ- 
ment program.  Thus  such  programs  are  not  sub- 
stitutes for  the  development  of  adequate  income 
supplement  plans. 

Redattrftetion  of  Wealth 

Serious  proposals  to  redistribute  wealth  arc  few 
in  number.  Redistributing  wealth  could  put  m- 
conK-pmiucrag  property  in  the  hands  of  afi 
Americans,  thereby  reducing  their  dependence  on 
both  labor  and  transfers  as  a  source  of  income. 
Given  the  absence  of  the  potential  for  large  in- 
creases in  capital  productivity,  however,  such 
schemes  would  not  provide  enough  income  to 
make  possible  adequate  incomes  to  all  without 
earnings  and  other  Government  transfers.  Trans- 
ferring income  rather  than  weakh  seems  a  more 
appropriate  and  direct  means  of  affecting  income. 

fncofuc  Transfer 

I  n  principle,  reclistributaon  of  income  is  not  dif  - 
Cerent  from  redfetribulkm  of  wealth.  The  higher 
taxes  to  finance  income  transfers  reduce  the  after- 
tax income  and,  hence,  capital  values  of  those 
who  pay  taxes,  and  grants  create  at  least  implicit 
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capital  value,  for  tbote  ebeni  ^ 

tal  value  of  grant,  a  recognized  by  lender*  who 
ma*  cunsder  an  A  FIX"  mother  wnh  a  grant  of 
a  given  mc  a  better  credit  nsk  than  another 
woman  with  no  income  or  evrn  with  the  same 
monthlv  earned  income. 


MeSfUatom*  of  Exutmg  Progrmms 

A  number  of  proposal,  would  modify  existing 
welfare  and  social  insurance  program,.  The  rea- 
™  «»»«  approach  to  alleviatmg  pov- 

erty have  been  «fccu»ed  in  Appendix  A.  WhUe 
these  programs  are  worthy  of  improvement,  a 
new  program  is  needed  as  well. 

N*»  Programj 

A  variety  of  proposal,  to  reditributc  income 
through  new  programs  ranging  from  children-, 
allowances  to  negative  income  tax  plans- have 
abo  been  made.  Basically,  two  kind,  of  new  pro- 
grams have  been  presented:  thoie.  such  as  the 
pl*n  recommended  by  (h«  Commwbn  that 
would  supplement  income,  and  thus  have  a  test 
°f  income  need,  and  those  such  as  children's  al- 
lowance, that  would  provide  pavmcnt,  to  person, 
m  a  elected  category  of  the  population  regard- 
less  of  the  level  of  their  other  income.  Neither 
ype  ol  program  a  a  complete  suhstitute  for  Pub- 
.  a,  envisaged  in  mo«  published  ver- 

s*m*  Under  m«t  of  the  plan,  being  dbc«*ed 
benefits  are  not  high  enough  to  cover  the  full 
needs  of  all  current  rrcip«en8.  Moreover,  they  are 
n«  tailored  individually  to  the  special  need,  of 
particular  families.  Rather,  they  are  viewed  by 
proponent,  as  partial  sufetitute,  for  welfare,  and 
"  *  "a>  of  aid  to  new  gmup,  now  outside 

of  the  welfare  system-primarilv  the  working 
poor  Also,  t bey  are  seen  as  a  means  „f  giving  the 
Federal  Government  a  greater  role  in  a  National 
««em  of  income  mamtcnance  and  a  greater  ,harc 
in  the  cost. 

A  frequent  proposal  «  that  a  guaranteed  an- 
nual nu-ome  (GAI}  be  provided  ,o  all.  I„  tho 


Jy  S  ",COroe  ***  »  «c»ally 
defined  levdof  nunimum  mcomc.  If  tbc  ^ 

"T.  *  F<^admi»i«cred,  the  burden* 

aiTT^  •         '«»  State 

-etfare  agmoe,  except  for  pnJd^ 
axl.  IV  same  result,  can  be 

"^^noced,  ^h.State  andl^ 
^^P^by^aun*™^ 

Z£  Trmci,H?!K;n4kins  n*n  wh°  ™* 

~*T  _T  "'PP^'enUtion,  and  including 
couples  and  unrelated  indtviduak  A  guann^n 
annual  mcome  can  be  regarded  „  a  wZ^ 

^P^.  This  was  e^tially  the  proper 
tfthe  Advnory  Council  on  Pubbc  Welfare  in 

Th»  type  of  plan,  as  generally  propped.  „ 
unnmal  m  coverage.  If  the  guaZtTSSfc  « 
at  the  poverty  hne.  aB  poverty  is  eliminated  at" 
once.  However,  a  bask  defect  of  the  program  is  it, 
failure  to  deal  directly  with  the  work  incentive 
«ue.  The  plan  would  make  it  unprofitable  to 
workunte*  earning,  exceed  the  guaranteed  level. 
In  the  economy,  temo.  this  program  ha,  an 
•mplKit  100  pereent  marguial  tax  rate  on  earn- 
ings- for  every  dollar  earned,  a  dollar  of  guaran- 
teed annual  income  »  k«.  In  the  construction  of 
tax  systems,  we  exhibit  a  great  deal  of  concern 
"est  our  marginal  tax  rate,  be  set  so  high  a,  to 
dscourage  work  effort,.  The  same  concern  mu* 
appJv  to  program,  for  transferring  income  to  the 
poor. 

One  can  build  on  thi,  tv  pe  of  plan,  howxrver,  by 
adding  a  positive  work  incentive  feature,  such  a, 
reducing  the  payment  by  some  fraction  of  a  dollar 
for  each  dollar  of  earning,.  This  type  of  plan  » 
frequently  referred  to  as  a  negative  income 
tax.  Characteristic  of  ail  proposed  plan,  of  this 
i^pen  that  they  guarantee  a  certain  income  level 
to  families  with  no  income,  with  the  guarantee 
vaiying  by  family  sue. 

.  '£"2».  **  Hmi.  tts,  D„r.  Report 

ut     v  5  Cwramenc  Pnnnnj  <>fot. 
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As  a  f  anuV*  inc ome  rises,  the  supplement  from 
the  Government  decrease*,  but  only  bv  a  fraction 
of  the  increase  in  income.  That  »,  the  plans  allow 
the  recipient  to  build  upon  that  guarantee  by 
adding  earning  which  are  onJy  partly  taxed 
away.  These  plans  provide  a  financial  incentrve  to 
work.  Those  who  work  will  always  have  more  in- 
come than  those  who  do  not. 

Most  proposals  of  this  nature  are  universal 
that  is,  they  cover  the  entire  population.  However, 
it  is  possible  to  have  such  a  program  only  for 
certain  groups  in  the  population  stfch  as 
families  with  children.  The  Family  Assistance 
Program  proposed  by  the  current  administration 
a  an  example  of  this  type  of  plan.  This  Com* 
msuon's  bask  recommendation  h  for  such  a  plan 
on  a  universal  basis. 

Pregrmmi  VnrtUud  (0  JVawf 

Programs  can  also  be  designed  to  provide  in- 
come without  a  needs  test  of  any  sort.  Such  pro- 
grams, known  as  demogrants,  make  payments 
based  on  factors  such  as  age  or  sex.  The  many 
suggested  plans  in  this  category  are  known 
variously  as  social  dividends,  universal  old-age 
grants,  and  children**  allowances.  The  coverage, 
furucture,  and  cost  of  these  programs  vary  widely, 
depending  on  the  specification.  The  most  often 
proposed  plan  is  a  children's  allowance. 

Children's  allowances  tssuaSy  are  proposed  a* 
modest  grants  per  child  regardless  of  family  in- 
come. The  unrversahty  of  payments  to  aS  chil- 
dren is  alleged  to  remove  any  stigma  of  a  means 
test  from  the  program,  and  to  demonstrate  Gov- 
ernment interest  in  the  well-being  of  even  rwwv 
poor  children 

While  the  strongest  case  for  ci.adren  s  allow- 
ances ts  made  or  social  grounds,  the  strongest 
arguments  against  their  use  as  a  major  anti- 
povertv  program  are  set  in  benefit/ cost  terms.  TV 
problem  is  that  to  provide  significant  aid  to  poo, 
children  requires  that  a  good  deal  of  expenditures 
go  to  nonpoor  children.  Tjus,  in  terms  of  ^ross 
payments,  this  program  is  much  more  expensive 
than  an  income-tested  program  per  dollar  of  aid 
to  the  poor. 


Payments  of  $50  monthly  per  child,  for  ex* 
<*,npfe,  would  entail  a  gross  cost  of  over  $41 
billion.  The  financing  of  such  a  plan  through 
such  means  as  taxing  the  allowance  and  eliminat- 
ing the  income  tax  exemption  for  children  would 
undermine  some  of  the  alleged  advantages  of  the 
ufirversal  approach. 

Yet  these  two  measures  would  reduce  the  cost 
of  a  $50  per  child  monthly  allowance  only  to  $28 
btffton,  so  additional  financing  would  be  required. 
Even  at  this  com,  many  children  and  their  fami- 
lies would  renurn  poor,  and  programs  bated  on 
need  would  be  required,  both  for  famiBcs  with 
children  and  persons  and  families  ineligible  for 
children's  allowances.  Payments  at  a  lower  level  - 
more  realistic  in  terms  of  cost— would  leave  even 
more  families  with  children  in  poverty. 

Thus,  because  of  the  financing  mechanisms  in 
such  programs,  some  of  the  advantages  of  chil- 
dren's allowances  are  much  more  apparent  than 
real.  We  must  face  the  fact  that  not  everyone  can 
benefit  equally  from  a  transfer  program.  How- 
ever cleverly  disguised,  there  must  be  net  payors 
as  well  as  net  payees.  When  we  recognize  the 
need  to  recapture  benefits  from  the  anSucnt 
through  the  lax  system  to  finance  benefits  for  the 
poor,  this  type  of  program  does  not  appear  to  be  * 
very  different  from  an  irKome^omirtioncd  grant 
for  famines  with  cinklren.  This  undertones  the 
argument  that  children's  allowances  would 
gamer  greater  social  and  political  support  than 
equivalent  income^conditwned  transfer  programs. 

The  main  technical  diftVrence  between  the 
children's  allowance  and  the  negative  tax  for 
families  with  children  is  that  in  negative  tax 
programs  the  transfer  of  funds  is  done  on  the 
basis  of  a  net  transfer-  an  income  deficiency  is 
met.  In  the  case  of  children's  allowance  or  demo- 
grant  plans,  two  transactions  are  involved.  Croas 
payments  are  made  to  all  in  the  selected  category. 
Those  whose  income  is  above  a  certain  level, 
however,  must  pav  a  portion  of  the  benefits  back 
through  the  positive  tax  system  to  finance  the 
program  cost.  The  ultimate  distribution  of  bene- 
fits  and  burdens  of  financing  can  be  made  identi- 
cal by  the  financing  mechanism.  Thus,  benefits  in 
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«*  case  depend  on  a  payment  ^ 
and  m  the  other  net  benem*  depend  on  *  postpay- 
roent  means  te*.  The  poor  would  be  net  bene- 
friaries  in  either  ease—  ircemng  cash  income  in 
a  «mpk  way  Under  children's  allowance  piam, 
the  more  affluent  simultaneously  receive  an  tn- 
crcase  in  gross  income  and  an  increase  in  taxes 
Children's  allowances  are  essentially  extensions 
erf  the  categorical  system  of  aid.  While  new  bene* 
nciaries  are  added,  many  persons  in  equal  foun- 
tiaj  need  are  excluded.  On  the  basis  of  our  past 
experience  with  categorical  programs,  H  seem 


appn3ach  which  care* 

^  tS? eM*lity   "p**  **** 

Tly  ******  « 

of  aid,  there  are  too  many  other  cquafiy 
needy  person*  to  justify  proposing  another  cate- 
gortcM  program. 

if  there  were  an  adequate  program  providing 
4  floor  under  income  to  all  Americans,  an  argu- 
wk  couW  be  made  that  children's  allowance* 
are  a  good  way  to  redistribute  income  between 
t  amuses  with  children  and  others  within  similar 
"Koine  classes.  But,  children's  allowances  are  a 
poor  antipomty  weapon. 
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Welfare  Policy  in 
the  United  States 


A  critique  and  some  proposals 
derived  from  the  experience  of  former  Secretaries 
of  Health,  Education,  and  Welfare 


Foreword 


The  paper  which  follow  presents  a  con 
structrve  proposal  for  changes  in  one  portion 
of  our  nation'*  welfare  system  The  need  for 
revision  is  recognised  across  the  full  spectrum 
of  America's  political  opinion,  even  thou^i 
different  rhanges  are  desired  by  different 
constituencies  -  and  often  for  contradictory 
reasons 

tosptte  trie  widespread  agreement  on  a 
range  of  inadequacies,  efforts  to  make  haste 
changes  m  federal  welfare  pokey  have  had  a 
gloomy  history  The  motives  and  goal* 
which  various  parties  bnng  to  the  effort  are 
too  diverse  for  acconwnodation  within  a 
single  overall  design  Added  costs  for  some 
level  ot  govern rnent  also  appear  inevitable, 
so  that  opposition  to  change  has  financial  as 
weH  as  philosophical  bases 

But  revision  is  urgently  needed  Even  if 
one  could  ignore  for  another  decade  the 
faults  and  inadequacies  of  our  wettare  pro- 
grams, one  would  still  be  irrtpeBed  to  attempt 
revision  now  because  of  the  new  urgency  to 
des^pt  a  system  which,  at  an  affordable  level. 
w£  provide  benefits  to  the  most  needy  reci- 
pients throughout  the  nation. 

In  1981  The  Johnson  Foundation,  inc  . 
headquartered  in  Racine,  Wisconsin,  con- 
vened a  conference  on  welfare  The  con- 


ferees <had  one  striking  qua&ication  in 
common:  each  had  served  as  Secretary  of 
Health.  Education  and  Welfare  They  were: 
Anthony  Ceiebrezze.  Wilbur  Cohen.  Robert 
Finch.  Arthur  Flemming.  Patricia  Roberts 
Harris.  David  Mathews,  and  E»ot  Richard 
son  Abraham  RJbfcoff.  while  not  present  at 
the  original  conference,  has  participated  in 
subsequent  review  of  the  proposals 

Among  them,  they  represented  every  ad- 
ministration  from  Eisenhower  through 
Carter  The  conference  set  in  motion  con 
versafions  and  consultations  about  welfare 
reform  which  continued  mto  1982.  and  led 
finafly  tq  this  paper.  What  follows  is  the 
product  of  the  thought  and  experience  of  the 
above  named  former  Secretaries  of  Health. 
Education,  and  We  Bare,  their  stated  prefer- 
ences  among  available  choices  Their  pur- 
pose  is  to  contribute  to  the  national  debate 
about  welfare,  not  to  draft  specific  legislation 
Natura&y.  the  participating  former  secretaries 
do  not  stand  together  on  every  point,  on 
every  criticism,  on  every  objective  But  their 
common  experience  has  enacted  them  to 
make  a  thoughtful  and  rea&tic  contribution 
to  the  debate  about  welfare  reform  in 
general,  and  about  aid  to  famfces  with 
dependent  children,  in  particular. 


Reproduced  with  the  per.it.ioo  of  the  Johnson  Foundation, 
Inc.  •  1982. 
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Preface 

Th»  paper,  the  outcome  of  a  conference 
and  subsequent  consultations  invoKong  a 
majority  of  the  nation's  former  Secretaries  of 
Health.  Education,  and  Vtettar*,  recom 
mends  the  revision  oi  the  present  program  of 
Aid  ro  Families  with  Dependent  Chddren 
(AFDC)  The  revised  plan  introduces  po&cy 
of  nacionaj  ekgbiky  and  benefit 
««ndard$  and  cafe  for  M  federal  funding  of 
phased  m  minimum  cash  benefit*,  white 
maintaining  state  program  adrntrvstratton 
and  strengthening  the  role  of  state  gov- 
ernroent   in    making   significant  policy 
determinations. 

Section  fV  beknv  presents  our  proposals  in 
outttne  An  analyse  of  current  programs  and 
of  the  issues  associated  with  them  utJJ  set 
tfw  recommendations  in  their  historical 
and  poky  context  Our  hope  is  that  in  this 
manner  the  experience  m  pubfcc  service 
which  we  have  been  privileged  to  share  can 
make  a  contribution  fo  the  needed  public 
reflection  and  debate  about  the  welfare 
policies  appropriate  to  the  Umed  States 
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L  The  IWKd  SU***  Wdf*  *  System 

Cmams  of  trie  United  States  are  generafiy 
agreed  thai  the  community  at  large  has  some 
oW^atwn  to  project  jbe  unfortunate  and 
vuhwrabW  From  motives  that  haw  the* 
basis  w  religion,  humanitarian  feeJing.  or 
concern  for  the  best  interests  of  the  com 
munity,  Americans  have  tradttooaly  acted 
on  me  belief  thai  people  who  are  poor  or 
handicapped  or  at  risk  are  to  some  extent  a 
responsibility  of  the  entire  community 

This  responsibly  has  been  discharged  in 
a  variety  of  ways  through  religious  organ* 
zattom.  individual  and  organised  private 
chanty,  voluntary  associations,  and  through 
public  actions  at  aB  levels  of  government.  In 
ihis  century,  assistance  prqvided  by  govern 
nrent  to  the  poor  and  Jess  fortunate  has 
yown  Social  insurance  income  main- 
tenance, and  assistance  efforts  of  var.xis 
sorts  constitute  large  pubbc  programs  and  re 
quire  large  public  expenditures  Programs 
funded  and  managed  by  government  are.  no 
less  than  private  chanty,  the  expression  of 
the  general  community  s  obhgatioiH,  as 
perceived  by  that  community  They  repre 
sent  the  discharge  of  a  general  obligation  on 
behalf  of  the  aged,  the  widow,  the  orphan, 
the  sick  the  disabled,  and  other  groups 

There  is  also  a  consensus  that  the  U  S 
economic  system,  while  providing  benefits 
for  most  individuals  and  for  the  nation  at 
large.  stiU  leaves  m  its  wake  some  who  for 
various  reasons  and  for  varying  periods  of 
time  are  unable  to  compete,  to  contribute,  or 
to  pamcipate  in  the  benefits  For  these,  the 
public  assistance  provided  by  welfare  and 
social  msuraiKe  pro-ams  serves  as  a  correc- 
tive, ameliorating  what  would  otherwise  be 
the  harshness  of  the  system,  and  by  that  very 
act  helping  to  preserve  the  system  itself 

rW  jntent.  therefore,  of  our  system  of 
tranter  payments  was  to  create  a  nation  that 
would  be  protective  and  carWj.  as  well  as 
free  and  open  In  pursuit  of  thai  goal  a 
cession  of  programs  has  been  brought  into 
existence,  including  general  assistance, 
veterans  pensiops.  Aid  to  Famines  with 
Dependent  Children  (AFDC) .  housing 
assistance,  fuel  assistance,  food  stamps. 
Medicaid,  earned  income"  tax  credit,  and 
Supplemental  Security  Income  (SSI)  Those 


are  the  income-tested  "welfare"  programs 
available  only  to  the  demonstrably  needy, 
and  do  not  include  the  "social  insurance*** 
programs  such  as  Old-age.  Survivors  and 
Disability  Insurance  (Social  Security), 
workers'  compensation,  and  urteirtptoyrnent 
Insurance  Taken  aB  together,  our  various 
welfare  and  social  insurance  programs  repre- 
sent a  substantial  system  in  tato,  the 
proclaim  create  not  merely  a  floor  under 
foot,  but  a  ceifcng  of  protection  overhead 
Thus,  in  the  United  States,  most  people  in 
most  circumstances  of  need  are  eligible  to 
receive  some  assistance  Our  welfare  system 
ts  extensive  and  effective,  despite  its  com 
plexities.  anomafces,  and  inequities,  gaps 
and  overlaps 

The  welfare  system  is  also  expensive  In 
1978,  the  eight  major  income-tested  pro- 
grams, including  AFDC  SSi.  food  stamps, 
and  Medicaid,  cost  the  federal  government 
$34  4  bt&on,  and  state  and  local  govern- 
ments $15,3  tx&on.  for  a  totaTof  almost  $50 
bi&on  1  By  another  count,  seven  of  the  large 
income-tested  programs  cost  an  estimated 
$70  5  billion  doBars  in  1981  These  same 
programs  cost  $25  25  bObon  dollars  m  1973 
Worth  noting  is  that  our  social  insurance  pro 
grams  involve  approximately  three  times  the 
expenditures  of  our  welfare  prcxjams 

Concern  over  costs  which  rise  by  entitle 
merit  and  appear  out  of  control  ^legitimate 
This  concern   needs  to  be  tempered, 
however  by  a  recognition  that  from  1976 
through  1979.  public  social  welfare  expendi 
tures  (including  social  insurance  programs) 
decreased  as  a  percentage  of  gross  national 
product  and  as  a  percentage  of  the  federal 
budget,  a  trend  which  the  President  s  Com 
mission  for  a  National  Agenda  for  the 
Eighties  expected  to  continue  for  the  bng 
mm  unless  halted  by  i*ce*»on   Not  are 
United  States  social  welfare  expenditures 
hxjh  in  comparison  with  those  of  orbe*  . 
industrial  nations  \i  anything  we  seem  less 
generous,  less  wifeng  to  commit  ourselves  to 
the  support  of  the  less  fortunate  and  the 
vulnerable  . 

In  any  case,  tj*  system  of  social  expends 
tures  in  the  United  States  does  work  and 
figures  show  to  what  extent  For  1976.  the 


„  eJs  G  Bto»n  Coo.#J  Joh**m  m<J  P*«J  V«m*f  <M*yl*>d  V**™*"" 
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Congr««onal  Budget  Ottce  emulated. 
£2  V  u^T^*1  famjl«  <21  4  mJJion 
u.  ,nconvs  t*,ow  poverty 

level  be/ofr  .ncome  transfer,  A/rer  transfer* 
hncWtng  the  social  insurance  programs). 
8  1%  «■  6  4  m.lkon  fam*es.  hadXom« 

J*^        '  M**n  Anderson 
r^"^,^^'  R***>n  s  As*«am  for 
Domes,*  Poky  Development,  wrmng  m  the 
Hoover  .nsmutwn  s  The  U.S  in  The  1980, 


II. 


TV  Need  for  Revision 


aat?*?*  ""^a**1  <*  Pr«en.  pro 
grams  <*d  no,  emerge  from  a  coherent 
desxjn    f,  cumulated,  pwc,  by  prece 
mrough  a  process  of  drs^ncflve  .ncremen-' 
afrsm.  aywp*.^  administrator.*  con- 
...ued  what  or*5>f  then,  labeled  -the  War  on 
Poverty    Now.V,  1982  ((Vn?  are  vary™ 
assessments  „f  ,he  state  of  that        of  the 
•denf.ty  of  the  victors  and  of  the  number  of 
the  vK.-t.rm   But  from  vanous  sources  a 

Sdrcn,7!  0<  ,h*  „seK  are 

offered  From  the  far  r,gh,.  which  sees  ,,  as 
extravagant  and  fraud  frfled.  and  from  the  far 
.  h*.  wh^h  sees  it  as  ^adequate.  „  IS  regard 
as  a  farlure-  The  great  m«ddle  ground  of 
AmerK-an  pohtK-s  * 

stndent  but  a  yeneraJty  shares  a  negate  ' 
appra,sa(  of  <>ur  sy,tem  of  =£\ 

wew.ng  some  welfare  praams  as  necessary 
m  a  market  economy  ' 
Hear  some  n>oderafe  voces  the  Presc 
C^mn"ss,on  f<*  «  N*fc>nai  Agenda  for 
the  EKjht.es  states  that  Our  welfare  system 
confmues  to 'be  a  m«  of  u.KOordmated 
programs  that  trap  p^ple  rn  poverty  and 
dependency    And,.,,  The  State  Of  Black 
Amenco.  1980.  Vernon  Jordan  wr.tel  of  me 
need  to  replace  the  present  totally  d.sasfrous 
Saa™^"1  '  S^'»S  to  the 

Lt  Ph  'I'  St"""°'  Kenne  J 

«a  ed  that  there  ,s  ample  evrfence  that  the 
^fare  system  ,„  combination  with 

<.Jf er  factors  has  helped  to  produce  the  very 
crsease  we  now  must  seek  to  cure  Those 
are  not  the  sources  from  wh*h  one  would 
frad.t.onaily  h^ve  expected  such  ertfeism 


^J*?J  solely  by  me  twm 

cnterta  of  the  completeness  and  adequacy  of 
co^^then  "our  weifan,  program  has 
heen  a  bnflant  success.-'  But.  of  course  he 
d'd,  ***  "**V to  ""P'y  "hat  those  are  the  only 
Z^LS?  of  the  system  in 

accomplishing  certain  goals  does  not  provide 
immunrty  from '  criticism  nor  obscure  the 
need  for  reform 


What  are  the  charges  agamst  our  welfare 
systern.  the  points  -  whether  vabd  or  not  - 
tnat  reform  must  consider7 

1   U  **  ««P»ete  with  Ineijvftiea. 

u.        *«         examples  noted  by  the 
J^ents  Commrss.on   for   a  NaoorS 
Agerfda  for  the  FJghnes 
A  Mmnesota  mother  of  three  could 
receive  AFDC.  Medxraxi.  and  food 

Un"!  ,ncom< 
■nam  a  year  A  Minnesota  father  who 
remarried  with  h*  famrly  and  worked 
ull-trme  at  a  low  wage  d.squakbed  h.s 
family  for  ad.  regardless  of  need  In 
WU.  according  to  a  Congreswonal 
suD-commfftee.  a  man  who  worked  for 
U  00  an  hour  could  increase  the  an 
nual  mcome  of  Iks  fam.ly  (a  wrfe  and 
*vo  children)  by  an  average  of  $2  158 
rf  he  deserted  (hem   The  system  m 
these  cases  rewarded,  one  fam.ly  over 
another  and  many  argue  that  it 

-  rewarded  the  wrong  family  ' 

A  pr.,Kipal  source  of  rnequrtKs  .s  the  Aid 
to  ram.bes  with  Dependent  Ch.Wren  pro- 
gram, the  most  ba«c  component  d  the 
naftons  welfare  system  'The  program  .s 
adm.n,stered  by  states,  w.ih  the "  federal 
government  meeting  about  54 1  o<  the 
costs  Because  of  state  by  state  d.fferences  m 
elKjrb.lrfy  rules  and  bene/rts.  there  rs  a  wide 

M^LT^^  fot  '^Aes.  from 
Mwsrsspprt  November.  1981  low  of  $120 
c>r  a  jamjJy  o(  {ou|    {o  i;CTmoil(s 

Whether  or  no,  weffare>^je)eS  and  funding 
are  federal  responsiMitresNs  arguable  as  the 
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present  pubic  debate  i»ustraies.,bui  a  strong 
case  exists  for  some  minimum  standard  to 
rxomote  the  cause  of  equity  m  the  national 
aiterest 


The  ^nne$o(A  example  dud  earier  i> 

luxates  the  way  in  which  father*  aw  induced 
to  desert  faSnAes  And  yet.  the  present 
*vsf«m,  d  it  contribute*  to  the  disruption  of 
farmbes.  Wave*  the  female  headed  family  in 
dire  strait*  Half  such  families  tn  the  United 
States  bve  m  poverty  today  The  signtficance 
of  that  is  ernpbasiaed  when  one  reakaes  thai 
three  fourths  of  al  black  children  kve  in 
famAes  headed  by  women 


3.  ft  encourage* 

The  break  up  of  traditional  families  and  % 
the  spawning  of  -  new  truncated  families 
demonstrate  the  way  in  which  tragedy 
breeds  tragedy  within  an  impoverished  sector 
of  our  population  Cntxrs  assert  that  the 
system  encourages  teenage  pregnancies  by 
makmg  a  baby  an  admission  price  to  a 
welfare  system  for  when  there  »  often  no 
work  ahemaftve.  given  the  high  teenage 
unemployment   rate,   especially  -among 
minority  youth  We  are  aware  that  this  ts 
only  one  of  several  cause*  for  the  rise  in  out* 
of  wedlock  births,  but  it  is  one  which  a 
'   reformed  welfare  program  should  address  m 
the  national  interest  The  children  of  chridren 
resulting  from  thai  phenomenon  add  yet 
another  generation  to  the  history  of  those 
famdies  trapped  in  welfare  dependency 
Moreover,  children*  children  are  over 
represented  in  the  ranks  of  victims  of  child 
abuse,  school  dropouts,  the  unemployed. 
'  and  the  prison  population  The  social  costs 
are  incalculable  -  and  I  he  fiscal  costs  are 
nearly  s*>  Those  for  welfare  and  medical 
expenses  alone  are  estimated  to  be  above  $8 
billion   Many  of  the  costs,  moreover,  are 
paid  under  some  rubric  other  than  welfare 

4,  ft  verves  a*  a  dhrtoccnih*  to  work. 

The  Minnesota  example  cited  earber 
demonstrates  that  m  some  cases  weBare 
provides  a  higher  mcome  than  a  low-paying, 
entrance  level  job  Yet.  getting  people  to 
break  out  of  welfare  dependency  into  the 
workforce  should  be  one  of  the  major  objec- 
tives of  a  weS  ordered  welfare  pro-am  That 
traiwierence  typicafiy  requires  arijpod  m  an 
entry  level  job.  which  means  thara  program 
must  be  flextole  m  order  to  move  a  person 
from  the  one  status  to  tire  other,  from 
dependence  to  independence  m 


Fortunately .  the  widely  h*U  suspicion  that 
many  able-bodied  persons  are  on  welfare  by 
choice  is  unfounded,  or.  at  least,  exag- 
gerated   Most   impoverished  Americans 
work,  or  are  persons  whose  status  or 
dfeab&ty  makes  work  impoasW*  Many  of 
the  poor  work  for  part  of  a  yoar.  part  time,  or 
for  low  wagts  that  Wave  them  poor  even 
after  working  Many  mow  in  and  out  of 
povett  and  in  and  out  of  welfare  programs, 
even  wnen  holding  paying  Jobs  Moreover, 
mere  have  been  -  and  ar*  ~  work  require- 
ments for  welfare  recipients   The  Work 
Incentive  Program  (WIN)  has  been  part  of 
AFDC  since  1971.  and  various  local  xjns 
dictions,  including  at  least  one  state,  have 
had  work  requirements  for  recipients  of 
general  assistance  Our  own  view  is  that 
experimentation  with*  work  requirements 
should  be  encouraged,  under  broad  local 
and  state  autonomy 

5,  ft  dtocammgm  thrift  wmA  aaetnge. 

TNs  tendency-  relating  to  the  work  dis 
ir:enttve.  derives  horn  the  fact  that  near 
destitution  is  a  necessary  entry  mode  for 
welfare  Continued  poverty  is  required  for 
sustained  ebgb*ty  for  relief  through  income 
tested  programs  Reform  needs  to  resolve 
the  tension  involved  in  that  dilemma,  so  that 
families  may  foake  the  transition  from -sup- 
port to  tndepen>Jence 

6.  ft  la  coatV 

As  noted  above,  the  eight  major  income 
support  programs  cost  the  nation  nearly  $50 
hOhon  in  1978  The  Corrgressional  Budget 
Office  reports  that  eleven  pub&c  weSare 
programs  cost  aB  levels  of  government  $46 
bilhon  in  1976  More  striking  than  the  total  is 
that  those  same  programs,  or  their  pre- 
decessors, cost  only  $7  5  billion  ten  years 
earlier  That  612^  increase  over  a  decade 
dramatizes  fhe  increase  'tn  costs  and  tn 
number  of  recipients  for  some  programs, 
especially  food  stamps  and  Medicaid  For 
better  or  worse,  the  growth  m  welfare 
expenditures  wifi  be  limited,  at  least  in  the 
next  few  years,  for  poittcaJ  and  economic 
reasons  Pubbc  expenditures  must  be  subject 
to  po&cal  control  so  that  puck  poky  can 
determine,  through  the  poStical  process, 
whose  income  should  be  supported,  and  to 
what  extern  ^ 

7,  h  la  too  bmnmmcxmtiC' 

The  range  and  dumber  of  categorical 
programs  developed  over  dfcyear*  some  in 
one  department  sortie  in  another,  each  with 
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«f  own  rules,  assumptions,  and  benefits 
wqure  an  array  of  federal.  sfaie.  and  local 
**rnmisrjafors  for  implementation  and  for 
accottmarxfey  What  critics  bke  fo  caB  a 
*****  industry  Has  been  created  -  a 
growth  industry  wh*t>  some  suspect  is  the 
principal  beneficiary  erf  our  welfare  system 
That  cynicism  aside,  the  fragmentation  of 
*nvices.  the  confusion,  and  the  added  costs 
consmut*  an  Important  weffare  tmm  The 
W***™  of  bureaucracy  was  illustrated  by  the 
President's  Comrnisston  for  a  National 
Agenda  for  the  Eighties  with  this  example: 

A  recently  widowed  mother  of  several 
children,  one  of  whom  is  disabled,  may 
now  apply  to  seven  federal  pro-ams 
for  aid  Jn  a  typical  jurisdiction,  she  wifl 
nave  to  go  to  at  least  four  different 
offices,  ffl  out  at  least  five  different 
forms,  and  answer  some  300  separate 
question*  The  programs  may  treat  the 
mfomiafton  obtained  from  these  forms 
differentfy.  the  value  of  the  same  car. 
for  example,  rs  almost  sure  to  differ 
from  pro-am  to  program.  Fourteen 
hundred  pieces  of  information  may  be 
needed  just  to  determine  accurately  the 
level  of  the  woman's  Wome 

Jn  part,  this  amount  of  paperwork  rs 
necessary,  the  result  of  different  programs 
o^gned  for  the  benefit  of  different  cafe, 
gone*  of  recipients  Some  of  tb«  complexity 
can  be  amplified,  however,  by  program 
consolation  or  coordination  and  by  the 
more  general  use  of  available  management 
technology   Although  attention  to  better 
maj*>gement  lacks  the  glamour  ex*  the  policy 
making  or  legislative  processes.  thm  can  be 
no  substitute  for  clarity  and  efktency  The 
duplication  ar complexity  of  program 
administration     4    *  ng.  fhe%  collection  of 
information  to      ,r  v  Jvnt  eighty  ,and 
benefits,  cost  abou     ,  5  bdk>n  m  FY  1976 
-  thus  administrative  costs  represent  8  per- 
cent of  the  total  benefit  costs  of  the  American 
welfare  system  f 

8*  H**  poor  ftt  with  om  federal 
oi  government 

In  a  system  such  as  our*  relations  among  9m 
various  levels  of  government  present  a  < 
chronic  problem  In  the  case  of  the  develop- 
merit  and  implementation  of  welfare  policy, 
thai  chronic  problem  sometimes  becomes 


acute  The  variety  and  complexity  of  pro- 
yams,  accumulated  during  administrations 
with  differing  emphases  and  views  of  the 
federal  state  relationship,  has  long  since 
replaced  the  layer  cake  view  of  federal,  state 
and  local  governments  with  the  metaphor  of 
marble  cake  A  clean,  clear  separation  seems 
wnposstok.  The  income-tested  programs 
«P«**y  AFDC  and  Medicaid,  present  the 
lousiest  chaienges.  "General  Assistance.*4 
*  that  most  ancient  and  generic  form  of 
w**are,  would  appear  to  be  an  exception, 
because  it  fethe  respons*%oilocafities.  or 
in  some  cases,  of  states,  but  even  it  is  not 
immune  from  tension.  The  levels  of  juris 
responsjfcfcy  are  intermixed. 
Budget  cuts  in  federally  funded  programs, 
such  as  AFDC.  food  stamps,  or  unemploy- 
ment insurance,  quickly  result  in  heavier 
9*p*r*i  assistance  burdens  for  states  and 
wcaatJes 

In  nearly  aB  proyams  there  is  some  parti 
^«ion.  either  financial  or  administrative,  by 
both  federal  and  state  governments,  even  in 
the  so-caSed  'lederafiaed '  programs  One 
characteristic  of  our  experience  has  been  the 
tendency  of  one  level  of  government  to 
cnticw  another  for  mandating  programs  and 
wvxres  without  appropriating  funds  to  pay 
for  them.  In  recent  years,  rising  welfare  costs 
have  been  a  growing  burden  for  state  and 
local  government  The  idea  of  naaooaj  stan 
dards  and  federal  funding,  with  local  respon 
*&Sty  for  administration,  gamed  support  m 
such  an  era  Now.  in  1982.  the  rhetoric  is 
mixed  as  the  financial  plight  of  the  federal 
government  takes  a  priority  over  the  more 
traditionary  noted  burden  at  the  local  level 
The  New  Federalism  raises  old  questions 
for  which  no  simplistic  answer  is  acceptable 
The  problem  involves  appropriate  balance 
between    sectors,    but   the  customary 
metaphor  of  a  Kale  balance  of  federal  state  * 
concerns  is  inadequate.  A  more  complex 
chandelier  balance  is  suggested,  with  many 
factors  involved  in  the  funding  and  admin* 
frafton  of  contemporary  weftare  programs 

The  modem  history  of  welfare  in  the 
western  world  has  been  marked  by  a  move- 
ment  from  a  primarily  ecclesiastical  concern 
to  die  *xularuation  of  chanty  and  relief 
under  lay  control,  and  of  a  subsequent 
mover  em  from  a  reliance  upon  volunteer 
agencies  to  the  development  of  a  profes 
skmd  cache  of  administrator*  and  social 
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workers  In  some  case*,  even  the  hem 
Ticiane*.  the  "clients,"  are  organised  To 
accommodate  the  competing  tensions,  to 
draft  acceptable  compromises  between 
equafiy  worthy  alternatives,  ts  one  of  the 
principal  tasks  facing  anyone  who  proposes 
to  improve  or  reform  the  nation's  welfare 
system 

In  pursuit  of  the  goal  erf  a  more  har- 
monious, rational,  effective .  and  economical 
system,  the  test  decade  and  *  haM  has  seen 
several  proposals  advanced  for  comprehen- 
sive overhauls  erf  the  welfare  system,  includ- 
ing the  report  erf  the  Hetneman  Commission, 
the  Nixon  Family  Assistance  Plan,  and  the 
Carter  Administration's  Program  for  Better 
Jobs  and  Income.  These  and  other 
proposals  for  comprehensive  reform  have 
*(xjtAtt4fj?jace  categorical  programs  wtth 
new.  so^Wrand  simplified  programs,  such 
as  a  guaranteed  income  through  the 
mechanism  of  a  negative  income  tax 


At  least  for  some  years,  I  seems  that  It 
may  be  pofcJcafly  tmpo**rfe  to  Implement 
reforms  simitar  to  those  pieviou^  proposed, 
For  our  time  the  temptation  to  overhaul  must 
be  foregone  in  favor  erf  more  modest  goals 
—  improvement  in  coordination,  admfrrtstra- 
ttw  efficiency,  reasonable  work  incentives, 
and  cWtfy  erf  function  In  federal-state  rela- 
tions We  beleve  that  our  proposed  welfare 
revtfon  would  make  a  ewtrtxitte*  to  those 
goals.  The  propoeab  are  measured  rather 
than  sweeping.  They  deal  w*h  the  poattcaSy 
feasible  rather  than  the  stuff  erf  which  drewns 
are  made  Appropriate  to  the  flux  and 
financial  concerns  which  dominate  curnfht 
potocaJ  debate,  the  recorrwiiencUnons  are 
8ex*4e  and  embody  principles  wh*i:  can  be 
adapted  to  various  funding  levek  and  con* 
ftcting  philosophies 


m.   Polkry  Objective* 

A  reform  of  welfare  programs  would  ideal 
|y  include  the  following  objectives: 

to  provide  a  basic  minimum  level  erf  m 
come  support  for  famtles  with  children 
in  which  the  breadwmner  is  absent, 
disabled,  unemployed,  or  deceased; 

to  help  hold  families  together  in  whole 
some  fashion. 

■  to  provide  fiscal  rehef  to  financially 
distress*^  slates  for  the  costs  of  AFDC. 

to  provide  incentives  for  those  on  welfare 
to  work  and  to  save. 

to  enhance  the  roles  of  states  in  ad 


v  mmtsterlng  welfare  programs. 

to  simpUfy  administration  by  making 
uniform  definitions  erf  income,  resources, 
and  work  incentives; 

*• 

to  encourage  innovation  and 
experimentation; 

.  to  develop  a  Jong  wnge  practical  and 
realistic  program  that  recognws  national 
economic  conctoions  and  the  fiscal  needs 
of  state  and  federal  governments 

to  incorporate  constructive  ideas  that 
have  been  put  forth  in  lecent  years  by 
officials  with  practical  admmtstrative 
experience 


IV.  Policy  Recomm^odatkme 

We  former  Secretaries  erf  Health.  Educa 
Km  and  Welfare  are  proposing  a  set  erf 
changes  which,  although  short  of  the  Ideal, 
we  beBeve  would  improve  our  welfare 
system  by  revising  the  current  program  of 
Aid  to  Families  Dependent  Children 
(AFDC)  We  believe  our  changes  represent  a 
creative  and  reahsuc  form  of  federatem 

The  key  features  erf  our  recommendations 


are  these:  national  e&gfctiity  standards, 
national  mjriHnum  benefit  levels,  federal 
funding  erf  those  minimum  benefit  levels,  and 
retention  and  strengthening  of  state/local 
program  achrwtstra^on  and  service  deavery. 
We  wish  to  stress  the  importance  of  these 
few  principles  They  are  the  heart  of  our  pro- 
posal Srmpfce  as  they  may  seem,  they 
embody  an  inportant  potential  reform  erf  the 
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U  S  welfare  system  We  urge  their  consider 
a*on  and  present  the  fdiowin*j  specifications 
as  deswabk?  public  poky  options  We  in 
ciide  dates  and  amounts  to  give  an  idea  of 
what  might  be  feasible  but  we  are  not  wed 
ded  to  specific  figure* 


state  standard  of  ne^d  related  to  the  national 
poverty  level  might  be  as  follow* 


1.  Effective  Date. 

TrVrewd.proyjram  c< ,  ome  effec 

nve  October  1.  IW4  ^ar  1985) 

The  program  should  provide  alionafry 
defined  minimum  level  of  support  tor  aJJ 
eligible  families,  above  which  aares  would  be 
free  to  make  improvement*  With  the  pro 
visions  speieo  out  below  ft  would  he  possi 
ble  to  overcome  part  of  the  negative  image 
currently  associated  with  AFDC 

Family  Breakup, 

The  revised  program  would  include  as 
eligible  recipients  family  in  which  a  child  or 
children  are  depnved  of  financial  support 
du<  to  the  breadwinner  s  incapacity  for  work 
(as  defined  bv  the  state)  or  unemplovmenf 
(as  defined  fx-  the  state)  Thus  fame's  tf 
they  met  its  income  test,  would  be  edible  for 
assistance  in  :  ri.'ty  states  and  the  District  of 
Columbia  4  one  or  both  parents  are  de 
ceased,  incapacitated  for  work  disabled, 
absent  from  the  home,  or  unemployed  This 
standard  of  ekgrbdify  would  eliminate  incen 
ttves  for  fathers  to  desert  their  famines  This 
goal  could  be  phased  in  ovtr  several  years  to 
enable  states  to  prepare  for  fhefr  broadened 
responsibility 

4,  Minimum  Federal  Benefit  Level. 

The  basic  objective  is  ro  provide  a  nation 
wide  minimum  irk  ome  for  all  families  with 
children  This  benefit  level  should  be  com 
pafibJe  with  some,  minimum  buikjetary  stan  " 

of  health  and  decency  The  standard 
could  be  related  to  some  proportion  of  the 
U  S  established  poverty  level  to  the  median 
income  of  the  individuals  in  the  state,  or  to 
<ome  proportion  of  the  income  level  estab 
bhed  for  families  with  children  under  the 
Supplemental  Security  Income  Program 

The  minimum  benefit  level  couid  be 
reached  by  phased  implementation  over  a 
period  of  years  m  order  to  take  info  account 
the  financial,  economic  and  administrative 
implications  for  both  fedeiaJ  and  state 
governments 

A  suggested  nmetaWe  and  the  minimum 


tMchm**  of 

fo*  Stamp* 

i«*W**l 

The  above  levels  are  only  illustrative  The 
specific  levels  would  be  determined  bv  the 
Congress,  based  on  the  availability  of  funds 
and  the  public  pokies  related  to  the  status  of 
the  economy  and  federal  and  state  budgets 
For  comparative  reference  one  rnigfy  note 
that  in  im  AFDQ  and  Food  Stamps  for  a 
one-parent  family  of  three  persons  was  4o% 
of  the  1981  poverty  threshold  in  Mississippi. 
50%  m  Alabama,  Arkansas.  Tenrressee.  and 
Texas  (n  nine  states,  the  proportion  reached 
95%  or  more  Alaska.  California.  Connect! 
cut.  Hawaii  Michigan.  New  York.  Vermont 
Washington  and  Wisconsin 

5.  Federal  Share  of  Minimum 
Payment. 

We  recommend  that  payments  fo  families 
up  to  the  minimum  benefit  lewis  he  financed 
entirely  from  federal  funds 

6.  Stair  Supplements 

Sfares  would  be  free  to  supplement  the 
federal    minimum   benefits     The  federal 
government  would  pay  2.VT,  o<  state  supple 
mental  payments  up  to  lZS'T.  of  the  defined 
poverty  level  by  family  si/e 

7.  Stale  Administration 

Individuals  would  apply  ffl  fheir  stale 
Jvjencv  as  determined  by  the  sMte  The  stale 
would  make  the  eligibility  determination  ;n 
sxux&we  with  the  provisions  of  the  rev  ised 
piooram  An  individual  would  have  a  ngftt  u> 
*  U»  heamig  ami  apnea*  to  statrrrmrK  'The  ' 
federal  government  would  paw  «>V?,  ..f  the 
states  proper  and  efficient  administrative 
fst>  States  would  be  required  t<  >  make 
audits  and  reports 

8.  WoeW  Incentives. 

To  provtde  an  incentive  fo  work  and  fo 
^  tf*  impact  of  marginal  fax  rates  we 
would  disregard  (at  1980  wages)  the  first  $75 
a  month  of  fuHtime  employment  and  tne  cost 
of  day  ca,e  fur  a  child  One  third  of  earnings 
over  the  575  a  month  discard  would  like 
wise  not  be  counted  as  income  (These 
amounts  would  be  indexed  to  the  increase  in 
wacjes  over  the  1980  base  j  States  could 
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mcrease  these  work  incentive  factor*  ($75 
and  one-fmrd)  ^id  the  federal  government 
would  pay  25%  of  such  additional  cost,  the 
Kates  75% 

ISC^fttfW  for  $£9ftR9* 

To  provide  an  incentive  for  saving,  the  first 
$30  a  month  *i  interest,  u'vxiends.  or  any 
social  security  or  other  benefit  for  which  a 
famdy  member  paid  50%  or  more  of  the 
premium  or  cortfributJon  would  be  disregard 
ed  in  computing  payments  These  amounts 
would  be  indexed  to  the  increase  m  wages 
over  the  1960  base 

10,  Mttowlde  DeHnitfcx*  of  Income 

"Income**  wouM  Se  defined  as  ai  wages, 
salary,  net  seM-en^byment,  interest  income, 
dividends,  rents,  royalties,  afemony.  mhen 
Onces  and  gifts  Up  to  $20  a  month  in  gifts 
(indexed),  infrequent  and  irregular  income 
up  to  $20  a  inonth  (also  indexed) .  and  *ram 
tngs  of  a  student  wpuid  not  be  counted  as 
income 

11,  Maintenance  of  P*yro*rrt  Level 

Payments  to  eligible  tammies  should  be 
maintained  at  an  amount  rot  less  than  their 
standard  in  1980.  indexed  lo  the  prxe  level 
effective  FY  1985 

12,  -Hold  HarwIeW'  Proviso*. 

The  federal  government  would  provide 
federal  funds  of  not  less  than  the  amount  if 
paid  to  the  state  in  FY  1980,  indexed  to  the 
increase  m  the  once  level  States  would  not 
be  required,  beginning  m  FY  1985  to  ex 
p*nd  from  *L*e  funds  any  more  than  the 
state  expended  in  FY  1980,  indexed  to  the 
increase  in  the  price  level 

13,  Simplification  of  Paper  Work 

States  would  be  required  to  use  the  sdrne 
definition  of  income  and  resources  for 
Medicaid  and  be  permitted  to  use  it  ahn  for 
the  ri^rminition  of  eligibility  lor  fo<xi 
stamps  m  '.i>  state  subject  to  *14 

14,  Optional  Food  Stamp  laclmtofj. 

Each  state  could  request  permission  of  the 
federal  government  for  the  use  of  a  angle 
eM»bty  form  and  a  single  definition  of 
income  and  resources  for  all  AFDC  and 
Food  Stamp  recipients  in  that  *trte  States 
would  have  the  discretion  to  apply  different 
disregards  or  exempt  amounts 


Medicaid  families  with  one  or  more  members 
incapacitated  or  unemployed,  but  would 
continue  to  be  required  to  include  in 
Medicaid  and  AFDC  the  families  of  those 
who  are  deceased,  disabled,  and  absent 
from  home 

16.  Slock  Grant  Experimental 
Alternative. 

Temporary  waivers  for  specific  provisions 
of  the  federal  law  should  be  extended  to  the 
revised  program  AddfflonaDy.  the  Secretary 
may  authorize  up  to  four  or  five  states  to 
establish  such  different  programs  as  will  allow 
states  to  experiment  with  other  approaches 
to  meeting  the  incon>e  maintenance  needs  of 
families  On  condition  that  each  such  state 
continues  its  estimated  financial  share  for  the 
period,  a  state  would  receive  tor  up  to  five 
years  the  estimated  amount  it  would  have 
received  under  the  revised  AFDC  program, 
as  detenmned  by  the  Secretary 

17.  Evaluation  Reports, 

One  half  of  one  percent  of  the  federal 
expenditures  would  be  set  aside  for  use  by 
the  Secretary  to  make  grants  or  contracts  for 
the  evaluation  of  the  program  or  for  ,;ie 
Secretary  to  evaluate  the  program  These 
evaluation  report,  would  be  published  and 
distributed  to  states  and  other  interested 
parties 

18.  Periodic  Advtaorv  Committee. 

Every  four  years  there  would  be  establish 
fd  an  advisory  committee  to  exam.ne  the 
program  and  the  evaluations  and  after 
public  hearings,  to  make  recommendations 
to  the  President  and  Congress  for  any 
changes  There  could  be  ten  members  of  the 
advisory  committee  -  three  selected  by  the 
Speaker  three  by  the  President  pro  tempore 
of  the  Senate,  four  by  the  Present  The 
chairperson  would  be  selected  by  the 
President 

19   Qualitative  Standard* 

We  believe  that  the  "qualitative  standards 
dealing  with  Grants  to  the  States  for  AFt>C  in 
Title  IV  of  the  Social  Security  Act  should  be 
retained  They  include  such  essential  safe 
guards  as  requirements  that  axi  be  available 
rn  aS  counties  m  the  state   and  that  in 
dividuais  whose  claims  are  denied  be  given  a 
fair  heanng 


15.  Optional  Medicaid  Inclusion, 

States  would  have  the  option  to  include  in 
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V.  Coocttisfo* 

We  believe  that  the  changes  suggested  m 
this  paper  would  promote  the  goals  of 
adequacy,  equity,  and  efficiency,  which  are 
among  the  important  criteria  for  a  welfare 
program,  and  that  they  would  contribute  to 
addressing  the  issue*  outlined  above-, 

Tb*  proposal  would  establish  rhej  wn 
c?ples  of  national  standards  of  e&gibiMv  and 
support,  of  federal  fundrng  of  mi/iimum 
benefits  (with  the  option  of  staff  nip 
plernentsj.  and  of  state  local  administration 
The  political  process,  based  on  budgetary 
realities  and  perceptions  of  go<xi  jpubk 
policy,  would  determine  the  level  of  b&efits 
Whatever  that  level  we  urge  'ie  esrablish 


tnent  of  tfvwe  principle*  Nearly  a  half  cen 
fury  of  experience  with  programs  designed  to 
protect  the  health  and  welfare  of  the  nation  s 
children,  the  pnncipaJ  beneficiaries  of  AHX: 
leads  to  the  concfcfcion  that  rt  is  most  appro 
pnate  for  the  national, government  to  formu 
late  poky,  set  standards  and  wrve  as 
pnmary  funder.  while  reserving  to  states  rhe 
administration  and  delivery   of  >ervices 
Economy  and  compassion  are  both  called 
for  in  <jur  present  nttionM  environment  IVV 
former  Secretaries  of  Health.  Edura'.on,  arid 
WerfarJ  believe  that  th*>  recommendations 
contaiRvd  r.  this  proposal  can  advance  both 
causes 
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tWrr  *rc  .*ny  probl,..  -tb  |  f  ^prugr*,,.    ^  Wf  bcf>fl 

•*'"•  "*  "M-"  h»«*  "s"a"v  «»<«»ed  Un  four  ..p.ct,  „f  th, 

in  ocrd  o|  topr-v#«fnt.    hrnHit  IhK^,.  grMt  ,„ 

,Bc«.ti*«..;  and  rat, v..  t.Wpl*»j,y.     Rrsulut .„„  o.'  :hfw  oltrn 

«„»lic«.n,  prubl,...         b„„  th.  „,  rct„„,r,f  -nd  Mpv  tfN,tif.f 

p»».  purporting  t«  d.  ,„  h,Vr  be.-n  put  f..rwa,d.     ^.dcnt  Carter', 
,i*ft*r  J*b»  .04  fnow  Pr..p.,s,l  „ow  m(ive<i  ,„  rt,nt#f  ^  ^  ^ 

•  «r*t  t«pvrt»nt  it  .-si  tin  the  Coniir^ifionil  agenda  »n  |97«. 


u.ry  ,nd  W.rch  im.  Part  2,  Apprndi*  2     PrrJ.dlnf'  V"  S"""n-  F«"h'- 

Tjg^tiicjjfl.dr.  Sr.W-L.,.,,,  I  ^VhIT.:.  '  1  ^ .  C"."f  ^  '  ■ 
l»t  Sr.non,  l9*97H»v»e  Document  ■  91  - 1  ifc     rfV-7T'        !  C"n«r«,!"- 

"t^vTs    <  ■„.,  (-r  l'!jnn,n»  a„.1  }  v7r.7^77^<v75b7r 
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The  ^  tf^f,  (*.*!*•■  h,[nK  debated  tod,r  ffl.xl  HjsuiMv  thr  s.ime 
,rttUlM-  that  were  raiM-d  by  MtW  and  <>U>  sun  ...  ihe  nhl-I^U,  .  v,n 
thoM*h  there  have  b»Vn  |*r*e  imre.,,e«  »n  welfare  and  n-|.n....  ,.i.*nr.»  > 

,n|*  rveninR  ye.it.,     Feder  al  .k  t  i*»n»  broadm,n«  Che  « oM.    ..I  H"   •  «" 

include  the  following 

.      „    A  federalized  i(,Pple-ent*l   -ecuMlV  i«.         <  ^11 

replied  the  State  proftrM  nt  old  aye  a**i*tante; 
to  the  blind,  am*         to  the  prm.an.ntly  and  totally 
disabled.     The  new  federal  *ytem  i*  mot,  generous  than 
many  of   the  *t*te  progr***   iC   replaced,  and  benefit*  arc- 
indexed  for  inflation, 

A  new  food  stamp  piogram  *a*  enact«d  and  tb*n  broadened 
to  u»vn  all   hm-liiome  people,  providing  a»*i*tanee  to 
.wny  poor  people  who  had  been  completely  excluded  trow 
4 id  before. 

t,  ^  earned  income  ta*  .r^*t  was  cftrtlirt*-  to  aid  the 
working  poor  with  tax  reduction*  and  rebates  to  off" -l 
the  impact  •  >*  payroll  taxes. 

„    sizeable  jcro»*^the-board  *nctea*es  m  social  security 
benefit*  we**  provided  during  the  Nixon  yeai*.  and  bene- 
fit* wcxe  indexed  for   inflation.  While  social  *ecurttv 
benefits  are  not   based  on  need,  a  proportion  of 

these  benefit*  *oes  to  low- income  people, 

o    fcnact*ent  of  medicare  and  medicaid  directed  billion* 
4  of  dollar*  CO  the  payeent  ot. health  care  bill*  tor  the 

)  **ed  and  rertaio  categories  ot  needy  people. 

o    Theie  ha*  been  a  huge  growth  in  the  extent  of  federal 
subsidies   for   low- inn«e  housing. 

Aid   t»i    l.iwiiuiw   >t  »d"M(-   t.>  .ii;-  id  "'I 
'..ntvvrMd^  hi-   hi-,  n   PioviJ..I  f  •  ■•»■ 

.  .ttn  a  I  i  »»n  .»ppo»t  oni  $  \      f  jnt  -  |-f    .  »  "  * 

..    An.l  (-<••*(   i  .-mil!*.         i'  »' ■       ■■.->"•!  1     «■•'■'         ■  v 

1,,,,,,-v  to   job  ,rej(»..n  prolan-   .«;■■■•.    '5    '  T"     I .  ■■  *d\M-.»  ».;■  ■ 
jud  long-term  une^pi  <>y«  *d  - 

We  ,re  nov  .pend.n*  Mh  -or.  momy  than  w  ~"  w»><n  wt  decided 

poverty.     «r  h,vc  helped  .o«C  »l   Che  poo.  *  *re«t  de*l.  ">~ 

of  »he  ,tr«tUr*»  (l«M  in  progr***  h*ve  been  diain  -hed.     But  .fl  the 

view  of  „o.t.«««ly.t..  the  Me.c  problem.  rc*«.fl  bec.u.*,  de.pue  the  - 
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,,cr*#»v«  growth  and  change  over  the  la<t  12  years,  no  thorough  structural  - 
reform  of  the  *yte*  has  yet  been  enacted. 

In  August   19.7/  President  Carter  tent  a  welf,re  reform  Jill  ftl  <on<re«s 
|or  consideration,     U*ule  nis  reform  -!an  embodies  new  ideas,  such  a*  ;he 
^integration  ot  cash  assist  *<v with  a  public  servKr   jobs  prog  raw,   it  basic- 
#11-  *tth  £r*  »*"p  Prublrwsj  and  includes  elements  similar  t^  those 

found  in  past  proposals, 

Iht  stated  objectives  til  resident  tarter  arc  e*»em,MIy  the  same  as 
thu.e  espoused  by  President  ■  Jensen  and  Winon ;     to  reduce  ;neqrllles,  to 
improve  «orK  incentives,  to  provide  mvr*  .d^u.r-  benefit*  to  Che  needy,  'to  ~ 
rfdu^  CP*  fiscal   bin  dm  .,n  States  and  loca/l.iie.,  and  to  have  a  syste*  which 
can  be  admin  i  at  e  red  el  in  irntJy  at  an  affordable  cost .    However,  .  *robk*m 
with  these  objectives    is  that  rhey  ar*  ,t    lea.t   partiv  mollming.  For 
e>«mple,  th*  more  adequate   the  benefit   J.vel  the  greater  the  program's 

cost  and  the  weaker  the  recipient'*  i  motive  to  w,>rk.     Or,   for  a  gIven 
budget,  the  r.Mwl   relief  provided  Co  Mat.,,  the   ,r„  Cn,   l|u^^  t,f 

IhH  poor  are   ,mrea»ed,     n-r  de*Mn  o|    a  new  ^t,m  ,„v,(i  hiU,f,  frj<f|||j| 

oft  .ft*  .,|  one  ob ct  ,  vs^  a  ins  t    less  of  another.     fo  be  adopted,  any  new 
plan  require  a  ireful   balanc,nK  ol   these  ob^t.ve,,     i nf,,tunately ,  malting 

no  th,irK«-  r.itifir;.   an   implicit     hoicr- -i  f  . 

p  hr     »••••.         anept    thn  (-jrrer,!  tradeoff 

in;,.,:       "    "   •  -  «»» J  th,    pr<  ,<nt    f,{,lir^  ,  r,  <t   ....  WJ1:.  ^ 

lead  uoamhiKo.nM.    (ll  ,p,,,,|t   pflfJ(rJllB  r,.,,^.,,,,,,,,,.,,  lU  ^.^  §|J 

■eetin,  these  obr^Mve*.  numerous  different  approaches  and  plans  have 
***n  put   forth.     Tttree  broad  type,  are  outlined  below,    \2\  ~ 
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l»r  ,pproa,h   i*   to  d.-vrl..p  J  p.i.kjH,'   ...  . .f»J  -  .r»",|  .H    .  h.in?«-«    ,„  ^rsl„V. 
progr**.  t<>  .mprov  and  brMri    ..iordin.ll.-  l-.^ihlv    Lldim-  i.UMio.t.il 

pr4«ra-»  to  till    Ui   the  A  l%pu.il    in.M^nlil  rrop.^al 

wvuld  siinpIMv  mlri   in  all  pri>jci*»»,  J  njtion.il  fin  urn,*  M.ht 

standard  tor  aid  to  uJit^  with  drprnd.-nt  cMMf-a  <AFM,  broadm  program 
eligibility  sowrvhal   to  o»vn  pr.ipl«*  now  railed,  but   M.iv  within  Chr 

fr^vork  of  current  pro^rami.     Oih<-r  proposal*  *wuld  Jdd  new  federal  pro- 
gra**,  auch  *<    hou«inK  allowance,.   Irdrr-l  sh,r.nK   in  io<ai  general  a**l*t*nce 
coat*,   furl  5tM>psf  or  clothing  stawps, 

-  .   The   increment*'   approach  wu.ild  provide  more  advqu.il*  benet.H  to  *o«e 
and  reduce  ^  ,nequttu?5.  but  idn«i>iritivi'  pioMcw   in  ilu<  «uir*nt  s,*t.-« 
could  br  compounded.     Incremental  chaoges  would  not  elimnate  the  wurst 
tneqiMtie*  ^   the  mo*^  undesirable   incentive*   u<  t       current  m  and 

could  iMke  tb«    situation  wvr»e/   At  tempt  s  to  deal   Ade*>ualelv  with  the  fHonp 
object,*^  withrn  chr  irnrrsl    fr-Wfi    >f  i»rr.-nl   pi**ri-  .   imvitahlv  leads  ^ 
to  Aifvocacy  of  v,h   lar- r .  a*  h .  n«  .hanges  that    n    if    «»rd  tn  T.-nntJ.n  rtui 

thev  aff   .ncirwrnlal    .o   the  um.^   01 1  ng  ol    .he  w«>rd  (1.-..    -mall,  p..|m- 

tallv  fasv.  moving  toward  de^itabl-  ,..«alO. 

A«.,<ofid  approach  I*  to   real  r  m  l  in  *    the  mi%tniit  »■  «  utr^Tnal 
,,f  ...  f  ,.■      md   1  it  m«-i  t    1  ik  1  mil'  n*  •  1     1  M  •  ..  i  1   ■    -    '  1  ' T ' \     n,r '  1  1  "   1  ,? 

"  •  |.  Ltd    i-   -.H  If""        i         .  ;  f       1.        ,      '  ■  I    «  1 

,.  .,..11.  .  ;       •    .i«  ,r  •  f  ••      f     '-r  •  '    '    '  1  -  • 

and  j  p.ii  mk  1  frtii-nt  il    » -I  -  »i  "'^  '.•< «    ■  ■»«•.-      •'  ■■      »  ••      ■  *  ' '    '       '  !  n  ' 

c#o  «eet  all  >•<  thr  relor*  obje't  »v«  »  f»^pl   arimi  ni,  t  rst  ive  simplicity-  I 


best  nr-pr 


IERJC  296 


-JST 


291 


*  •  l.krlv.C,  6,  too  -.p-nw..  ,„  b,.  ton„d,rrj 

^.U.  fclv.ns  r».-|«,i«r|y  ..n  ,t.b.  t„  p,.,",.;.  .*,.«,„.„,-  „% ^  ,„  ,^,„yiIh,,„ 
,«Kp..r#«  »•>«■  ««vrrm»«.nt   l„  f»,.,  ,«*.  th,,  .^j^,,  „,  f„P%, ,  ,„w_ 

iwtt^.,^«ov,bi,.  d..  not  h«r  „r  „JV|    ,;<l4rs„„tr  ,„„„,„..  ' 

,,*#-«lH»*4  «^r,««.«i  ,,..b  Pr. jr..  unt.  »t.j  ,,„.,  w...,u  b,  vvry  „ 

''"«*-  inrl.R.klr  (or  c.h  ,  h,  „,  adr„,j4y 

tfrn*i  d.r.n.t..,„.  I.„         d,tilt„|t  ..,„,,.,>,  ,„  i-mpt <>v4bi 1 1 1 v , 
*„«.r,,l  upon.J(,v  U.«..r.';    ,i^„ls  h„w  t.t:,t  th,.  |jb„r  mJr)t,.(    „.  ^f,,, 
Jf"*u(  '•"'•*-•■•«•••«.  ^na  .hJn«,««  „,„,„„,  aboul  trl(rrllr(1|  4?,<> 
*  tfnrd  n»r«*b  „  «„  Jd.,pt  ,  ^.jw^i  jw.!y^|pii?5«l£r^r!H  ... 

tj-h   1   <"*"»•  -".n«  r,,Jr<.  ,,,,„,..„«,  .,„/"  

<h.,«,  w,«b        ,„.,„..    ,„d  -r.M.Mllv  ,,-d         b,.„,«,«  ,„„,„„,  r.,.r,  „,,„ 

J  mM"M-  >•«'■<•<■•'•■■ •><•■  P..V,,,,  .,„  „  rvl.  ll(1J)u,a) 

I'fiv.H,.   ,..lf.,r   ,„  ,  #I|l.V|l|i.  iwrtns  ,.n  Jn  e,.nC.M, 


t.».ioifi-j^  h„fh  th,.  -rjinv^.inv  „,  .llt.  pit(r  M;r,,  .r 


lf4  lU  n*     ^       M  "■  h,  f>t  .   ,r  .inn,  r    .(      ,  I 

J"  """""nl  '"         '•"•«■  "   ph.«.  mi  • 

t0  ><W  °f  4,1       ' —  *»P*ii*4  ...  -r*  .„U   sr  V1[h 
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1H«  mi*  Jrgw~«t  raited  against  W'oech  ■•  th*  J^li t ic#l Ijr  difft- 

g     cult  teak  of  acrappiag  listing  program  Co  build  -  «#*  system.    It  if  *Lo 
srgtted  that  the  increased  .oit«  (or  astUtance  would  be  better  sp#nt  on  joke 
wMcb,  wnile  »ore  «s.»tlr,  would    provide  local  coimmunittes  with  services 
presumably  not  otherwise  available, 

m  Carter  reform  pU«,  called  the  ftetter  Job*  «od  income  M»n,  includes 
e  universal  :esh  -id  component  end  *  job  creation  program.    Cash  assistance 

be  provided  to  all  wilh  low  incmsea.     Far  those  expected  to  work, 
payments  ww.td  depend  on  their  willingness  to  work,    gut  if  jobs  were  not 
'     available,  they  would  receive  aid  on  the  m  besi*  at  thoee  not  ejected  ro 
work.    A  Urge  program  of  public  service  jobs  would  be  per?  of  the  overall 
plan  to  ensure  that  financial  wosfi  incentives  and  work  requt  rem**"  have  • 
rea;  chance  to  surther  the  goal  of  economic  telf-tvtf ic teney  for  recipient*, 
Hie  authors  of  this  |>*p*r  have  all  contributed  to  the  reforai  literature 
of  the  past  decade  and  are  currently  ^ngagrd  in  further  research  on  related 
topics.     In  studying  President  Carter'*  plan-which  10  quite  complex  and 
difficult  to  understand,  an  inevitability  f»>r  *ny  comprehensive  plm 
translated  to  legi flat  1 on-~we  posed  *any  quest iont  to  each  other  and  to 
Administration  officials.    The  answers  (which  notline  the  nature  of  the  plan) 
are  present**  in  fhn  paper   in  que*t  i.m-^nd-^n«wr t   f.irm  Co  promote  a  widrr 
understanding       chr  new  propomaA,   it*  riu-nalf.    «nd  fn*  ma  mi   i**ue*  n»w 

bring  debated   >n  I'ungft'ts.     The  iiMpion*  p  -1    ind    intw<-t«   *»vrn  «fe  nur 

own.  drawn  Iron  public  document*  pLvidec.by  Che  Adm n$  *t rat  iun  in  support  of 
ita  plan,  unpublished  information  provided  by  colleague*  and  government 
-olfuials.  the  general   literature  on  income  maintenance  policy,  and  current 
re^arcfr  in  progress, 
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It.    MTIOWU  t(M  A  CONN EHE ttS I Vf  OVMNAUI.  Of  WELFARE  WOCBAXS 

gftjgjHiZ^^  poverty!    Wto  h«  jg^JUjt, 

^'«r«™M  ..  voimt.d       poor  ,f  tot-l  *ncw  ,„  „„  a[  ^  ^.^^^ 
f.IU  belo*  the  off.ci.l  Ce„.u,  Bure.o  ooverty  ,ta„d,rd.    H,e  si^lrd  W4, 
*,.lop^  ,„  H.,j.W-,9M'.        .„  ..t,.,t,  of  .  „,„r-.t»y  ede<,U.t.'b«dg.;. 
flj.  .CW.rd  vlfie,  by  .,«e  ,n«  pt.c,  of  re_.id<nCc  (ur(>,B  or  rurj, 

or  ooo-tor.)  ,rd  i.  .dju.ted  ,nn«Hy  for  ch.n„.  ,„  thr  tonfu-er  ,fif# 
in  1,10.  the  poverty  .^o.,  Sot  ,  nw.f,„  fmUy  gf  ^ 

projected  19/8  pjrice  im  r**fe». 

'*'*•  """"  °n*        *"f  Wru,„.  h.d  ,„c^  belov  the  poverty 

level,  even  (,d,r„   food  „.1Jt4nt,  „  lntw.   ,„    ^  ^ 

of  (hn  in<o*e  MP  runted  to  $9. 8  billion.  n,,.e  ,g  ,Ullsn 
ere  e.«h  «M«  iruop  th<n  (w>,  drC4d„  ago    ^  ^ 

of  *e  e<o^my  ,„  th,  .„<  (hc  ^  („  fof  ^  i(w_inf  w 

people..  ,lo«,d  the^vdur,,<,„  „(  the  pov,«v  p„pu,«tt..n. 

look  b^fc  ,,,  „r,ter  ^  tht  utndatd  (<  ^  ^ 

-Id  h,ve  „u.U.d  »,,«,0.fo.  ,„  „b,„  lwlv  ,.,  ,.„„.     »,  ,„„  ,(jn,jj>rd 

Mn,lU°"  *"*»~"  <«"   w  |1JV,  „  „,..., 

if  poor  b*«rd  t>n  t     h  ,n<  )irie# 
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During  the  t?t/<Vi  the  nation  eaperiemred  a  tusnine*  econepic  e*panaion 
tAich,  coupled  «i(h  in< re*aed  «ffiet«nte  apendmg.  reduced  the  poverty 
population  fub^tintially.     Ih  l*><>  the  puverty  atend^J  lof  a*  urban  U»Uy 
ef  four  woe  **t  at  *J.9M),  end  by  thit  *tanderd  74  *iilion  per*on*~l2 
percent*  of  the  1*70  population— were  poor,     H>r  fHvrrlv  population  was 
reduced  over  that  decade  by  15  .ill.-n  people,  the  probability  ot  being  poor 
wat  cut   in  hel*.-  the  redui  t  ion.  in  pove r t v- -about    I  J  mUH'n  out  of 

the   15  million  peopl  e--w*  n    in  hou.ehold*  headed  by  able-bodied  ,  worfc ;  ng-ag* 
*el*i,  hnuteholdt  that  wife  likely        have V o*Kr*d  »"  the  tight  \**or 
Mrh«(l  ol  the  I9*0'».     Wit'  eftett*  »l  a  buoyant  non<wy  oorr  then  ofleet  the 

tflCreeeo  ,n  poverty  Chat  the  rt*  ng  number  ot  fwm*l  ******   <   femlUe*  would 

have  pro^pt^d. 

Between    1970   and   i*7*,   fhf   sire  .if    the   poverty  population  wa*  mtluenfd 
by  two  opposing  fonee.     The  severe  e<  imumm    downturn  that  put  euUione 
our  ot  w«rfc.  iiiuplc-d  with  a  rapid  pr  i,  «'int  I  at  i.tn  ieil.-ii.-d   m  J  swittlv 
increeeing  poverty  standard,  would  have   in,  n'JM'd  siuHH  ant  i  a1  ly  the  number 
of  poor  people,     however ,  growth  in  b.nefll   psswutnt*  and  .-n*i  t«eot  ot  thai 
new  supplaiaKntal  ecrurjie  tnem  CSSM   L-t   the  -Midig-nC  aged,  blind  and 
disabled  largely  rttteol  the  potential   r  i  *e   in  |..fVrrfy.     In   1976.  wi the 
powrtv  «t*iut*rd  *  non-S-rm  f-niuU    .|ft..-r  at   ,-.fi  u.  /i  million  p-wiph-- 

agJin'^bnu!  Ijperienl  mI  Uie  popui  al  i  • -j/--,  *  ■  •lilted  p  f  h.fWJ  m  i-.h 
,nuWl      rhuMf  the  war  deiland  on  puvvrtv  i  (*  l?-'  U  -  »» *  .r,«^  a 

holding  At't  ion  in  the  1970 

Official   poverty  data  have  been  crUui«d  herau*"  (hey  f umpire  Che 
poverty  atamJ-rd  only  to  a  fa«i  1  y '  *  fnoriey  iih-(M,   thereby  «f«i  hiding  in-kind 
in  roue  received  m  the  tor*,  ol  food  stj*p*.  ^*»di«f«t  hrueing,  aod  other 
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.  p+ltt  b«n*t»t».  (*'    ,f  the  »•»!»«»«  dollar  value  (tow  food  prog- a»<-- 
jocUrfi**  »»•*■».  subsidixed  achool  lunche.  and  breakfa.t.,  ,»d  supple- 

mental tb<">*  <or  fw««n.  chtldten  (Wlc)--were  added  to  recipient,' 

Hflty  incow*.  «•«  "t  the  1976  poverty  population  would  be  reduced  (too 

25  Million  to  18  Million  people,     however,  this  |owrr  figure  still  amount,  to 
eight  percent  of  the  popu  I  at  ion— one  out  ot  every  twelve  Aner  k  jni—wi  th 
into**  (including  food  benefit*)  below  the  poverty  line, 

A.  an  aid  in  understanding  the  ciuio  of  poverty,  Uble  I  c  iassif  ie< 
the  1976  poverty  population  (after  adjusting  the  data  tor  food  benefits 
,e«.eived>  by  the.  characteri.tic.  of  household  heads.  f,|    This  classification 
give*  «o«e  idea  of  j  household's  labor  market  potential. 

The  data  indicate  that  21  percent  of  the  poor   Jive  in  household,  headed 
,  by  someone  who  „  over  ,,ge        or  disabled.     Another   16  percent  ate  in  tmili; 
iMaded  by  an  ah |e-b«d , ed  .  working-age  female.     The  remaining  4,  percent  of  the 
poverty  population  l.ve'in  hou.ehold.  he.ded  by  able-bod.ed ,  work, ng-age  »aleS. 

Table  1  also  show,  the  1976  distr.bution  of  week,  worked  by  heaus 
of  poor  famil.es.    .Aaorg  those  most  ejected  to  work-,.e..  able-bad, ed. 
work,ng-.ge  .-    .bout  one-third  worked  vear-round.    ,nd  over  half  worked 

at  least  half  .  .  ,  ,r.  a^ong  able-bodied,  working-age  te..le  head.,  about 
a  tench  worked  year-round,  while  near,,  UO  percent  wnrk.d  .«   leas(  ,ometlBf 


Paper!'   Z^'it^Z^uZ^  T  b"'n  '"^  "  th" 

•  ftcreaaa  by  10  percent      rlli-^-'-^     ^**'1  of  P*0?1'  in  P°v«rty  would 
••8  Mucation.  *"  b"ed  °"  »»*<y»"  of  the  1975  Survey  of  IncOM 
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fabt*  i 


I 
I 

Characteristics  of  I 

NNHMkoM  bead*  | 


Over  age  64 


Under  age  64 

bctt  disabled 


People  la  poverty 
Percent 


|  »ve*er 

l(aillioos) 


I 

3-0      I  16-f 

I 


0.9  I 


4.2 


Distribution  of  poverty 
population  by  tejeks  parked 
by  household  beads 


52 


1-26  27-46 


I    71%  n 


It 


47  or 
taofe 


25X 


46 


100^ 


•either  aged  aor  I 

disabled;  I 

I 

ZfflWl*  Mads  I 

White  I 

I 

|fcm~«*iite  |  1*1 

I 

Male  beads  I 

i 

White  I  *•* 

I 

gon-«Mte         I  1-7 


Total  poverty 
pa'pulec  ion 


JL 


19*6 

15.9 

14,4 
9.0 


!7.7  I 

 L 


62 
63 

24 
20 


.  JL 


18 

16 


32 
25 


5 
6 

16 
19 


21 


11 
12 

29 
36 


26 


100 
100 

too 

100 


100 


Source,     Tabulations  of  the  .976  Current  Population  Survey  obtained  t torn  the 
Congressional  Budget  Office* 

,r„rT-  -  ftUfcil  mag  °t  mt  r.e.lved  fro;  t°od  *t««M  «m» 

^ P-r  WHO  .r.  whit.  i.  »»•»-->•  *. 

H,lUi«Tii*lf  ««  IS  i»  J*  percent.    Th«  <Jt*tribotl«i  of 
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*«ri»«  «-*  *»•*•    Ttu"»-  "••r  of  th«  P°°<  «ho  c«,  work  do  work.  Moreover, 
*   it  it  r.eaoiwble  CO  e*p«ct  Chat,  if  aggregate  demand  wr'«  higher,  work  effort 

w  ,ld  bm  higher  artd  the  poverty  count  lower. 

gmt  poverty  wiU  not  go  away  with  full  employment,  .ince  tow  wage  rate*. 

^  of  Urge  fam.l,..,  the  ineffective,*,,  of  0<>nefit  progr„„  4nrf 

1(M.iv.au»l  infirmitia.  cannot  0*  ejected  to  .etc  away  in  the  warm  light  of 
economic  recovery.     In  IW.  when  the  unemployment  rate  wa.  J.5  percept.  a 
froo-in,  economy  by  h..tcrical  rtandard..  24  mi  1 1  ioo- people  were  .tin  poor, 
including  many  fUU-ti»e  worker..     Thi.  fact  h«  led  many  analy.t,  to  conclude 
that  a  program  of  general  income  .uppleoentat ion  is  needed. 

2.    How  do  «»rrgLJ3aKgL-€if^_i^ 

tow-income  peop.e  currently  receive  gover,»ent  „.iltMC,  ^  ,  vjr_ety 
of  program,  which  into  three  broad  catogorie,.     p4m.  th,re  „,  ^ 

JSEJIfflfi.  Program.,  iwltt<Hn<  iocU1  „curi£y  uneap!oyacnt  cowp,n„tion  ^ 
worker.'  c<*pen.etion  progr*,.,  „ho.e  benefit,  have  been  earned  through  prior 
participation  in  the  .abor  force.     The  .econd  category  of  progrm,.  provide. 

bone.it.  need  endjp^e.  .upplemental  ..curity  income  <ssr>. 

-id  to  f«.il...  with  dependent  chilar#n  UFK>    Jmj  ...^^ 
1*.  tk.rd  category  of  program,  provide.  SSS^SSiJSaU£l*S!StS»M  *- 

*  r  ei.i.ar  co  need.-te.ted  ca.h  program.  ......  ioflW  if  9upp|Mwnt€d 

ba.e«  on  f.na.cia.  need,.     However,  bcn,fl{5  ,„  ^  (-  ^  ^  ^ 
«-p..  .ub.,d,red  h„.„,„g,  ano  free  wdUjJ  un(jfr  m4lt9i4K 

Pr0gr~  "doc.  the  e.tent  of  poverty.    The  following 

"gmr..  fro.  „„.„.  taction,  obta.ned  from  the  CBO  ind.cate  what  the  .over- 
«r  population  would  have  been  in  e„e  ab.enc.  of  government  progrra.  : 
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So»r<««  «f  Ivcom* 


CotMtt*4 


earning*  ttom  p«-lic  ferric* 

frtvtte  tourcc*  pUs  social 
it*  «r*»ce  t* 

fcefttftrs        cwh  no-M-it-t^i  »*« 

triwf  t^trce*.  •octal  tn»Mr»o«« 
te^He*,  cash  t«t  #4  «t<t. 


4S* 


28 


24 


it' 


U  ~«  .li.iM«M  »-<«  P"*"  °nl*^  inC°~  fr°" 

,ri.«t.  ^rc...  th.  19/6  pp»cr»,  po^Utio.  would  h— 
gocUl  i-„«.c.  Mo««it.  (i«cI«<«i»S  ~ci.t  ..curiiy)    .duced  thi«  n,.**r 

•ourc«*  «r«  co«»  ide  red . 

j,    Whgt_yr«  th«  —in  problem  »fth  current  ptojlfg.? 

Cu^nc  ...i.tMC.  rro,r—  M«  b~n  citiciMd  tor  m*,  re.»*M. 
.».«  „id.t,  M.rd  criticiM.  <»«  W  -  —  »m*«-C. 

iMrfit.  in  MM  Mtei*  di.P»ri»i«  in  benef.t.,  .«P*diMn,.  to 

^fc,  i^u-.e  *U,ini.tr«t.on.  and  the  e«c,.„v*  M.I  burden  pl.ccd  on  ,on« 
««•  »4  Ux.l  An  °—d,n,  P«*'«  "  <h"  «»  pt<,8r~ 

t0r  m,!.,  mm  »•"■'"«  Te'oTber  7n  Svrry  round,  to 

7.     If  ho-.in.  ...U»mc«  m«  the  loXl  reduce  th* 

EK2  E^mm""  M^.r«.;..  m*I.  v..uc  to  recipient.  »  .«« 

«r«  mOC  *i<Jel*  cortcvrr«M  is  «t  thi»  ci*** 


i 


;erjc 
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4r  0*t  tofeCher  mm  '«  nation*!  system,  and  the  resulting  inability  of  the 

*+#*r*i  Cowcrnment  to  Alter  syi t  rut  i cally  the  incomes  of  tre  poor  in  a  quick 
^  direct  fesMort  inhibits  public  policy  decisions  in  tieldf  such  a*  energy 
^  MMttOft*     (The^  Append  in  describes  the  nature  and  site  of  each  wejer 

§£E*  »B  'cw<g<tf'    Virtually  all  poor  people  are  eligible  for  food 
»t^<>  h*t  nearly  half  ere  eligible  for  nothing  more,     Recent  estimate* 
iadicste  that  itb  perce.it  of  the  poverty  population  Uvea  in  households 
ineligible  for  cssh  assistance  under  either  AF-0C  or  SSI ,  the  two  major  ca 
assist****  programs,  |6|    This  gap  in  coverage  is  a  serious  inequity  in 
public  treatment  for  people  with  like  needs. 

Host  of  those  poor  but   ineligible  live  in  two-parent  households 
rich  able-bodied  heeds,     A  second  group  left  ouf  are  single  individuals 
~a*d  cb'ldlevs  couple*  wtio  are  neither  4ged  nor,  disabled,     people  eged  or 
disabled  are  covered  by  the  SSI  program.    Families  with  children  heeded 
by  en  eble*bodied  single  parent  are  covered  under  AF0C-     A  cvo-perent  family 
with  children  headed  by  jn  able-bodied  male  may  be^eligible  for  cash  assis- 
tance under  the  unemployed  father  (U¥)  provisions  of ' AFDC f  but  only  in  iSout 
hsff  the  Sts'.es.     And  in  those  States,  the  program  coMti™  3  number  of 
eligibility  restrictions  which,  among  other  thingi,  preclude  4  family  from 
receiving  assist- ice  no  matter  how  low  tht-  tjmiiv'.,  jm.im.1'   1  i   ttt*  nth*>r 
working  wore  than  |U0  hours  per  month.     S?£f  j|m,»M  h.#Ir   n...  h,t»r  jiv  in 
families  headed  by  able-bodied  males,   the  *l  imi  t  Jtt  ion-*  oi  Afr'tK,  -IF  ,..vrege 
deny  cash  assistance  to  a  significant  proportion  of  poor  families. 


7J  irtsne  P.  ^cnta/,  wg_Hj*j_ « >*fU  rover  1  y  Populations ,  report  prepared 
»or  the  Department  of  Health,  Education  and  Welfare  by  Maihemat ice  Policy 


•esearch,  |ik ,  (December  1976). 
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tnsnaejuate '  end  vt>f*ir  benefits.    As  noted  eooveT  ne&y  poor  households 
^  ewe  ineligible  for  cask  eneistance.     Sue  son*  who  ere  eligible  receive  eidat 

}ii  »«ry  lav  lava  Is.    Today  ,^2*  States  pay  AW  cash  benefits  Jt  rates  less  than 

ffe  two- 1  bird*  of  the  poverty  standard  <  Us*  then  $321  per  month  tot  a  family  of 

J.'  fo»r>.    In  four  of  these  Stetee,  even  the  addition  of  food  stamp  benefits 

?"  yields  a  total  less  then  $321  monthly  for  e  family  of  four*    The  wide  dispsr~ 

~  icy  in  benefit  amounts  among  the  States  (from  ^256  monthly  for  AFDC  and  food 

Steele  to  Mississippi  to  $560  in  Hew  York,  to  9*73  in  Hawaii),  is  generally 
regarded  as  uat.air ,  since  the  resu.t  is  greater  federal  support  for  some  poor 
people  than  for  others  based  solely  on  place  of  residence, 

'4.::    '      *  Work  efforts  not  encouraged,    r.  ny  people  think  that  existing  welfare 

i".  • 

errors**  do  too  little  to  encourage  recipient**  to  work*    la  fact ,  most 
-  welfare  prog  revs  do  attempt  to  encourage  work  either  through  financial 
work  incentives  or  work  requirements.    However,  as  currently  practiced,  both 
mstbvtfs  have  serious  short  costings* 

Progress  like  food  *ta«pe,  AF0C ,  and  public  housing  all  provide  financial 
incentives  basad  on  the  same  principle--if  a  parson's  earnings  increase  by  a 
dollar,  program  ttthefits  sho  \4  decline  by  less  than  a  dollar,  thereby  leaving 
the  person  better  off  for  having  worked*    However,  *  prob  levari  sea  because 
*  the  typical  recipient  benefits  f row  two  or  more  programs.     In  such  situations 

individual  program  benefit  reductions  are  *t   least  partially  additive 
«nd  can  offset  almost  totally  any  additional  dollars  earned,  thereby  leaving, 
no  nonet ary  ince«   ive  for  the  person  to  work.     For  e*emple,  although  actual 

■  races  vary  among  States  depending  on  how  work  expenses  are  deducted  and  "how 

■  fttpTTT*Tf  aaa  saUexad  trt  ******  aAonai  rSri  tfduce  benefits  by  as  much  ss 

•'•  $7  cants  for  an  added  dollar  of  wages.     For  the  wore  than  two  million  families 

receiving  both  AFDC  and  food  stamps,  chis  reduction  rata  can  be  as  high  as 
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„  pre**,  or  •  *  percent  for  the  rooghly  joo.000  oi  th..«  f*.iiie.  ^0  Mltg 
^  tboir  r.nt.  prtUcly  .„b.idi«.d.    »iu  th.  r.te.  .re  not  thi.  „,g„  in 

(MM,  r««  .ppro-ching  tk«r«Atr  ti.it.  c«o  «pPly  ,0  di«o«rng,  work 
„ »•  .tigibilft,  i.  denied  to  per.on,  *0  wrlt  fBll.tiw. 

>.  tb.  *n>C-wr  pro,r->,  .ddition.l  «r0iniS  can  ,M.e  .  ^ily  ror,f 
,ff  financial If. 

*  «jor  difficlte  vith  pr..ant  «rk  r^ir^ot.  i.  ad-iniitr.t  i«.  t„ 
t#d-,'#  iabor  «rke,  v.tb'high  uoe^lo^nt  rate.,  it  if  ^rd  for  ,  loca, 
,*JMa«r«t«r  ro  deter-ine  whether  or  not  «  per.oo  „«.  .ad.  *  good  faith 
.ffort  to  find  a  job.    fl,,rt  i.  no  ,atf        t0  di.Mnf(|i,h  Ufy  recipUMt 
ft-  tbo.e  who  hoM.tl,  cannot  find  vork.    A,.o,  wrk  r„ulreiwnt, 
in.ff«cti»«  in  da.ling  with  reduction  in  work  effort  ^  t„.  ^  i<mj 
•«  ••  ov.rti«  work,  .«.cofl4  job<>  or  4ectm4iry  wrter„.  jobf< 

Mull.,  ,.p.  ,„  covers  and  di.p.ritie.  in  beneft,  „ke  . 

trawa.t,  of  ..If^.p  effort4>  ,lnc<  ^opU        wlfare   .„  high.pi|mot  8t-tM 
aft*,  h.v*  total  incowe,  greater  tn4„  eomp„abl,  „it(| 
f„ll  tiwe.     for  io.t.nce.  a  four-per.on  (amily  in  Orego„  £a„  rc£<iy#  a 

"°"th  ff°"  *"*  Md  food  **>  than  .  p*rion  not  „„  „„,,  woul<J 

•era  in  a  full-fi.*  job  at  the  mnimn.  wage. 

*fei"iftryivc  wo.b»«...    current  progra*.  h.v,  gained  ,  ^ration 
«  crror-rtdden  .nd  p,one  to  fraodoient  „.nip„  I  at  .on .  efthough  ch,s  .ituation 
».  i-frowin,  to  ,0m.  went.     In  |,fa,  HEW  ,.,d.„  found  that  »  Pe..,nt  of 
.»!  *fDC  involved  ro*  tm  of  ben.fit  „r  fl„ibi.lty  „for>  ^ 

««  .rror  r.te  h„  ^„  educed  to  22  potent .  .nd  .o~  St.te,  h.v.  .elf.r. 

-**■»."» 'ft  fliOQ.   Mhiefa-  JI«<.-ftr.t  —  fft<rj   


RPMoCbdle...  two  probl—  r^in.  ,pir.t,  StJt„  „,Ve  ^ 

10  ,h*  b*,t  curr'nl  —ini.tr«.v,  practice..    M.  knov.  for  .umple. 
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.CMC  error.  .«  .ub.t.«..lty  >»  'd««<"<"  "*ff 

Cr*-*  re„ev..  .n4  other  .^1*  procedure,.    Ve« .  M«  S»«e«  have 

^UcLd  to  ,Mt,t«.e  ,*prove~n...  191    S^ond,  the  w.de  va.r.etv  »< 

<^,e»  .id  pr.gr«,  ,.po,.d  -  the  State,  through  le»er.l  Lgi.UtM*.  — 
,.guUt.o*.  good  difficult.    Each  progr-  retire.  .ep.r.U 

tonM        —i.,.tr«.v.  .tructur*..  —  th«  -ult.ple  b»r..«cMcir.  i-.tr 
«,»fg.ioi»  Md  tltCHM  in  progra-  ■fai«i«(»tiM. 

,<.«.!  burd.n  .»  5U«>  ,^n.p>.t«.     t»  W7*.  th.  c-bioed 

„pe„.e.  of  AFDC.  SSI ,   food  •»»  <"""  ~!f"<  •  • 

deluding  Publ.c  .ervice.  job  creation,  totaled  3.*  Percent  of  the  gr~. 
..tional  product.    *»out  twrchir*        fid  "y  th,  f.d.r.1  Cvern«ent  with 
th.  r^l—r—bouc  515  ».lliM-fU«i-S  *>-  State  ~d  ioc.l  tr.a.uri... 
TM.  burden  often  tall.  be.vily  on  State,  with  Urge  co.«.  and  o* 

<™ui*.  en*,  citie.  a.  MM  *"  —  Vorh  and  a  few  otMr  State,.    State  .»d 
lo<„  organisation,  have  in*re..i«gly  advocated  a  greater  f— r-l  a-.-pfo- 
o,  proBra.  co.,.,    There       al.o  .  g.n.r.1  awar.nea.  ol  tb«  «.«ioo.l  nature 
of  th.  poverty  pr<,ble.  .od  th,  ability  of  State  .nd  l~.l  governs,  to 
'  budget,  quickly  to  .h.rp  change,  in  CO,t.  proved  by  gucl.  factor,  a. 

change,   in  une«p.oy~*t:  inH.tion.  ,  nterregionat  ..gt.l.on.  *o* 
JoiJl   layoff.  rr-.uUi.iK  <r<«n  njtion.il  trade  .-r  .■m-fKVjal 

...C,.*..  ,„•«.  pr.K.t.n.  vary  w.del.   .n  - 

Hvela.    Ad«.»..tr.»iv«  control       v.ated  ,«  a  l.rg<  au-ber  of  d,f»«.««t 
,t  .11  level,  of  goverr-ent.  .nd  Ug,..ation  i.  .object  to  the 
^  a  ^    .    .     ,r  .  B  ...r.Bottv  before  tti«  Noote  Government 

t*rt«a  lottltutr,  |97i  (  far tHco»»»|>  • 
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fiction  of  ~-ro«.  c««icc.o.  i„  both  Hou.e  .„d  S.„,t.  th, 
«  ft«.  L.i.Ucr...  th.  c«,rt.  ,ro  freely  colled  upwa  to  Mr„ct 

i,  th«M  l«.  or  th.  r«f„Lt»o«.  dr.™  up  'to  ^lemtot  ^ 

TltH^^t  poor  tmtlf,   ,„  .  ti«ly  n,4nm.r  ,„ 

taMM>  th.  ^  «tlofl  M  My  o^,r,d  C()  ch.nge  rnfr$y  pru,ng  pol(cy 

or  to  r«VM*  tr«**porC*C  ion  lyitfw,  """""  

For  o  t„  o„  to  r€duce  coniu4Spt,on  m.thf  b.  oppo„4~ 

U  -t.  t*o  Proh.Ht.ve  level.        the  ^ 

urt  o<  "  int'*""*  »r.»e.  to  ofr.€t  thii  rftrct  m4k„  conaider_ 

.Cioo  of  .ucn  .„  „ptluo  ,  t.rt.l,JuttU  M€rc.M  ^  ^ 

or  c.»  cue.     .UmoUt,  th,  To  _d  inequ(tabic  ^ 

W-o„  CO  ,oc,o,  ^f|cj.r|„.  ,  ntjoiixY  o(  ^  ^ 

„o  not  te^.t   frow  tb„  vys{p-    jfld  _y  so  i4)   ^  bwt|f|fr|e<  ^ 

~n-.o-.fo.  Thui  ,„  tfc,  .b#.nt,     ,  dlfeft  syst_tic      (o  ^  w  ^ 

proo,«.  thl.  ,tttmpt  „  ^  tm&ttH  pub)(c  <n#ffif  ^ 

„,,.,„.  ,nrf  ,  Ucfc  of  pubiit  ^ 

flooding* 
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Of  tne  *asrinist rat  ion's  proposal  or  any  other  comprehensive  reform  plan. 
j^^Um,  ,ucli  incremental  proposals  ere  subject  t$  an  important  aement  ie 
««jliHc«tW-t!ut  i.,  *hey  mar  be  too  big  Co  be  called  "incremental" 
*»  tHe  waual  sense  of  the  md(  rven  though'  bui  Iding  on  existing  program* 
"increment  ally," 

The  increment*!  ref&rmer's  agernl*  u.ually  bruins  with  establishment  of 
minimum  standards  in  the  AFDC  program.     This  change  would  require  that  States 

at  least  a  minumum  benefit  in  the  AFDC  program  and  that  all  States  offer 
the  AFDOVF  program    The  basic  proposal  can  be  elaborated  in  Variety  of 
ways.    For  example.  m  order  to  combine  these  minimum  standards  with  fiscal 
relief  for  the  States,  the  FeoereJ  Covenant  could  finance  100  percent  of 
the  minimum  benefit  for  each  recipient  while  giving  States  the  option  to 
supplement  the  minimum  benefit  to  higher  levels.     In  order  to  safeguard  i*a 
fiscal  interests,  the  federal  Government  wight  require  that,  if  It  is  to  pay 
100  percent  of  the  minimum  benefit,  it  would  also  administer  the  minimum 
benefit,  thereby  sieving  AFDC  toward  the  ad«i  nistrat  ive  model  developed  in 
SSI,  {11}    An  AFDC  program  with  national  standards  would  begin  to  resemble 
the  cash  assistance  component  of  the  Ad*in»»trat ion' s  proposal,  |  121 
A  aecond  increment*!  step  would  involve  an  expansion  of  curreot 
Comprehensive  Employment  and  Training  Ait  ( C  ETA  J  programs  combined  with  a 


 Fir"  »e7iThowe"ver  ,  »•  an  eneaiple'of  Che  s,^nt  qualification 

mentioned  above,  for  few  would  call  SM  jn  in.  omental  *hang*  even  though 
it  built  on  existing  programs  of  categorical   aid,  mmmmM 
12.    There  would  be  three  major  difference.     First,  the  Administration 
proposal  involves  paying  different  benefit  levels  to  those  ^ 
andlhoae  not  expected  to  work,    AFDC  -nd  AFDC-UF  make  no  such  distinctions, 
Sacond    AFDC-UF  contains  the  100-hours  role  in  which  a  family,  no  matter  how 
Ipw  its  income,  i-  ineligible  for  benefit,  if  the  principal  earner  is  working 
s^e  than  100  hour,  per  month,    Tt>e  Administration's  proposal  key.  benefit, 
to  income  alone  ami  has  no  additional  limitation  based  on  hour* 
Finally,  the  Administration  propose,  to  cover  all  individual.  *~ 
is  not  available),     AfOC  and  AFDC-UF  are  open  only  to  families  with  children. 
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<ir.cc  Urgoting  „!  cm  i<*.  on  ,*u.r«  r.cipi«t..  c«rr««tlr. 
TiCl**  II        VI  ,t  CETA        ..poctod  to  cr«,t,  725,000  job,,  .bovt  h.lf 
«M  ~*r  «m,„ion.d  ,n  th.  Adm.i.trAtioo',  propo„l.  .<«  t.tfti*  public 
„„|c.  jo*,  on  lo*-inco«.    *pPJie.nt.  h«.  *.,un  only  r««nt'»y.     I„  *ditjoo. 

j*.  CMrr.ntly  pny  „.,.  w,U  ,„  ,.c„,  o{  (h<  minimm  ^  ntft 

'9%9'  ~M  "*  'ob*  to  ,  -ucK  bro-d.r  group  th.n  ju.t  AFDC 

'     «rip.«,t.  And  th.  Win,  po„r.  ^u,,  Cttrr.„  crMU  thj< 

•Ml.  „,«,,,.  lt  forther  of  t||<  pr„Irw,     0{  eourfe    ^  (i>it 

„•  covplrd  „th  ,  progr-  «p*„.i<M,  fwm  ,  ^ 

..-roily  ~«»d  loo*  ch,  jot),  f9m^mmt  of  ,„e  Admlniltf,tilM  plam  n)e 

.,-ii-rity  w^n  b,  w-  ,tronier  l(  prjorMy  <or  ^        ^  ApDc 

rtctp i««t*# 

*  third  10cr«~nt.t  «.p  .igh,  >(w0,v.  ..p.nd.ng  the  i„co«. 
,r.d,t  (UTC).    Crr.ntly.  £„oltf,  ^lch  ^  ^ 

J"         ,*'bi,i"'  10  P«rc.nc  of  .«,nua.  „,,„„  up  to  .  „,,,,  of  >4>000 

^  lor  h,«h"  '-'"inf.  ending  «C  S8,0oo.     The  Ad.,„,  „r  Jt  l0„.  . 
Propo.-I  h„  .oditl«0  thl.  formi,.  to  tnjt  ,  fMMlr..  N,|aN  rriilbvr,^0| 
~-ld  doptml  on  fomly  M„.    A.t.rn.tiv,  ^lticiHoi,,  of  |M  Enc  jr< 
corr.nrl,  fI(J.lncd  „,  tbc  Confr„„onj,,  ^  off|e#<  ^  ^ 

™  ^  Pr0,~"U  «  »<P  '«  the  d.r.ccon  of  th,  Adminitcrjci on 

pi  jn, 

"^^  ^  i0  th*  MU"""         «•  -or,  th.n  w„ul0  „.ojlly  Iaplled 

»r        t.r,  "inrro^nt.l".    Mor^r.  ^Jor  «,.i„Mtrattv,  chang„  ^uld  br 
r.,-ir.d  „  „,„.,  t.  «Hieyt  tmptoVfmenti  of  tht§  mt$nttu6e    tt  u 

t^t.n.  I#  thlnk  ,„  tmm  ai  m  rmittly  ^    y  ttm    p-r{uuUr|y  ttn  r 

^  Ch*"*"  di—« •  -  »«v.  „verSi  i-port.n,  re^rm 
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objective*  untouch**,    for  e*a«pte .  the  President'*  plan  reinforces  wrh 
incftfttiva*  *>*  «  twttrr  cash  tenet  it  structure  in  ^uh  those  e«pecied  lo 
wor*  are  paid  Itwcr  henetltf  than  those  not  expected  to  *     lmre»cnt.*l  • 

cttanfas  to  AH>C  and  AFDC-l'F  would  not  provide  such  «n  incentive.    Second,  « he 
Administration*  •  proposal,  by  consolidating  a  variety  of  progr  ams .  hopes  to 
make  a  jnificaitf  savings  and  improvements  in  adwi  n  t  «t  rat  i  ve  prarticet,  An 
incremental  proposal,  by  retaining  separate  pr^r»  adwi  m«t  rat  ive  structures, 
would  Mkc  fewer  improvements   in  this  area,     Finally,  the  Admi  m  st  r  at  ion  '  a 
proposal   involves  mveraKf  of  Jll  individuals,  whereas  an  incremental  ly 
reformed  system  based  on  AFDC  and  the  current  11 TC  would  aid  only  famine* 
with  children,   though  such  coverage,  could  be  broadened  through  further 
"inc recent al"  changes.     Such  actions,  of  course,  would  take  the  incremental 
reforms  further  in  the  direction  of  comprehensive  reiorm. 

5,     Should  reforms  be  tried  out  _on  in  e  k  pe  r  i  me  n  t  a  1  b  as  i i*_  1 i  r  *t  ■ 

It  has  been  argued  that  dranatir  changes   in  welfare  progr*      should  be 

postponed  pending  pilot   test*  of  propped  reforms   to  jvoid  enactment  ol 

ineffective  new  laws,     the  Admi nj *t r Jt  i on  ha*  moved  ahead  with  it*  proposal 

in  the  belief   thai   further  experimentation  m  unnecessary .     Since  many 

element*  ot  their  proposal  have  been  studied  and  t*-*ted  tn  *reat  detail  «»ver 

the  p*st    JeuJe,  fhJl   -luisf  i  in  \u    s <i st  1 1 1  • 

fn  p,irt  k  t.l  »f  .   urogram  .li  M^'f^  un    ir  <w    ,p.-ri  ■  n  iw  U  d*«'  *wn*-rl   l  f -m 

«►    4  I  »se   Nt  .dy  ot   t  hi    t*  \  it'i  t  iven»'s%    i;vf  Jd«»i  n  i  *  t  r.lt  l«m 
<>(  vurunt  welfare  programs,   including  es  t  ab  1 1  shment 
»»t  a  qua"»ty  cosrtrol  *v*t*«T»  lo  improve  wanagfi»ent . 

•>    Larae-stale  experiments  of  alternative  int  ome  N»n- 
'f  '  rename  plan*,  many  of  vhwh  are  «jsu  lai  to  the  cash 

program  proposed. 


o    The  implementation  \n   1*74  of  the  SSI  program,  which 
replaced  State  welfare  program*  for  the  aged,  blind 
and  disabled  with  j  federal  »vMfwf 
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otsciimo*  of  mi  icm«  jogs  a»d  iwamt  run 


i ,    ggyjgSjj  g£»  'y'tfl  wort  ? 

1M  bcci  Job.        inc.*,  Plan  ^1<«  .ddro..  the  MRy  „,,„ 
rlI,r.«c  ~Uara  prov,d)n,  .bco—  .upport  to  the  «o,dy  ln  .  f,Ir,r  w,y 

^.  .trong  work  .ncentive.  throng*  fin.nci.I  rav.rd.  for  wm, 

.tro-g ,~ck  r^iro^-,,         diract  creatio*  of  job..    Ulth(m,h  ,ni.  pap#r 
di«d.a«.  tha  «v  -ploynt  progra.       .  job.  pro,r«,  of  the  profK)„d 

aiU.on  .lot.  co«|p  bo  „.ed  for  train,*,  „  »„,,    Severa,  corr,„t  ^ 
«o.l.  b.  repl.cd  the  n~  .r.t„.  b„ic  „„„  „ol<j 

work  «9  follow;  9 

with  ch.ldran.    WW  and  not  ..(iMt<  tb.t  g  progr*.  ,,f 

oroT  <°  '-Ur  »«PP°rt.    Th,.  job! 

profrw.  *<h,U  repl.c,  th,  vork  incentive  (WIN)  progra- 
wh.ch  h„  not  bee*  .ucc«>.f„I  in  *>,,,„,  w|f.r«  r«c,pT: 
^nt.  into  job,,  end  the  CETA  Title  VJ  job.  progra. 
"»Uth  only  recently  beg.n  to  target   job.  pruwrily  0„ 
l«y  ,nco«e,  «nd  long-trm  unemployed  worker*.  1 1  J) 

*  de  ..d  to  ll  tar.cn,  v.th  .n.dequete  f^ijy  lncow. 
e.ther  ..  *  b..,c  .upport  pey*r„,  or  .  tuppll^nt^0 
low  'arn.ng..     Thi.  o«*  progra.  would  replece  AfOC. 

.I    n       I  ,*,Ch  "*  P"""1*  "•••t.nc.  ln 

an  uncord  »«.ted  .Od  frag„„«,d  w.y,  v,«h  an  integrated 
ca.h  pl.n  th,t  woald  rcd^r  «hr  great  Le- 

!rl       T.'k'"  """"  C"Unlry  *"d  *»«  -iM-rent 

group,  of  «nr  poor.     It.  f,«.pl,l,ed  »trUccur,  a|Sn 

.r^cly  r,ducc  px...  ,bil ,  t ...  „rur,  trjgd 

*l,o4»-  ""<*  •»'«tdln  strong  wort 


o 


*"  w"  •«PP«««*nt«tioo  to  low-in^,,,,  vorkcr.  in 

*'  tb*  "~  l!o°l  "<«h  th«  job.  !nd  th« 

ca.h  ...utanco  program.  ' 
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f«M  a*  incnN^i*  awtUyi  for  public  .e^ice 
°    iZi .ymrnt  progr^,  *icb  ingly  Mv.  t*en 

c\x»*\y  Mrgetfd  on  th*  p*or. 

•         *  * 
5*ver»l%"r»  p*  of^rtr  ion  pf  th#  «arn«d  ine<»*  it* 
f  *  tredit« 

<,    Sfu4>«  sonneted  f*%r  t*ngr*..'i«  it.  1977  r*f*r« 

-      ^  rrior*  Fr^**l  -ddtrtprf  W«lf«r.  problem  on  j  c*f»rAen*iv«  biiU. 
>u{  »t  ^nt-ini  tew  n#*or  unknot  exponent.,    Delaying  ««*t««nf  for  , 
^,  „u>«ri~«"">™  vould  b*  •  tM*>«M  b«f*<n  the  c"*nc<  th,t  toting 
.i««i<icinllv  alt^r         proposjl,        th«  unr  h*nd,  and  the  r,rtji«y 
lt  4«Ur  voolrf  po.tp.MI*  —«t  .»prov**,nt.  the  new  »y»t*m  pro-,.,.,  on 

othrr. 

Of  couf.,.  *n»ct.*nl  without  prior  ..per  »»*nt.t  idn  would  not  preclude 
pilot  pro,cct.  ,-~d..t»ly  (oil«>n«  <-n.ct.cnt  to  fi.td-f«.t  the  .d.ini.tr.- 
[lv,  .rr.n,e«e«t.(  «~put.r  .y.t«u.  and  .t.M  tr.m.ng  proSr.«.  th.t  -ould 
h.v«  to  b*  Copied  by  th«r  Btp-rt^nl.  of  H*.lth,  Eduction  *nd  W-lf.rr  (HEW). 
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5  *•  ^"  eemP°Mttt'  "         >1"  -  «•  both  ^ 

£        «  .  r„,„V  „et»  ^r  .„  J  th_  who  c-mwt 

g  "  *•«■«•  wg,        M«d  support.  | 

^:  *  w*rh  r.,„ir«.„  ™ld  i.  j.^  «  ...  rw|f|e(|M  cM>tcted  „  

|-.       ~r„.  witb  ^flt.  HU  (of  m  in.t.ti  ^^^^  ^ 

t  i  —  String  which  tob  search  is  oHcini      n,e.u.  - 

'     '  •«(••«•#.    PutMic  wr.ic<  job.  could  be  offered  to 

'  tiad  "-iMi  five"weeb..    ■.,„..,  „ 

_  «  ><*  «~-  cau.e  woutd  r..0rr  in  lo„  of  |-tMM  f#f  th<; 

,      ^  to  „ork.    Unly  if  «  private  Jo*  could  hoc  be  found  during  the 

f  — «  P-.od  and  .  public  Job  .ere  no,  evei l.blT  would  wimum  * 

to  .o^ooe  expect*,  ,„  „r(,    ^  ^  ^  ,  ^  ^ 

"  .-...iduei.  to  co.tin~  to  Me.  privet.  ..cto/  Job.  even  while  i.  public 

....  "  '*«  tltC  would  fHr,her  increa.e  priv.te  e-n»„,.. 

j  I.  .  f.d.r.1  c.h  benefit.  would  be  reduced  bv  no  .ere  tben  . 

*>  percent  of  e.rnin...  providittg  ,  MmtM  ^  ^  ^ 

*    #  feaeure  .ee?.  two  i-portent  object iv..-,o  provide  incentive,  for 

,  s-iv.dw.1.  to  .ee.  end  texe  Job.,  and  t0  laprove  ^  ,„  ^ 

£  wbo  would  have  .ore  totel  ,nw  fhan  non-worker., 

w 

r~ 

?\  2-    Sg -*wwltf  »>»  expected  m 

p  r>oP.e  uho  .re  a,ed,  blind  or  disabled  w,„„d  no,  be  expected  to  vor* 

-  «,  wouid  '.in,,,  parent,  wub  pre-.cboor  cb„drea  Under  .ge  ^  ^ult 

f<.  <W  *U  °,h"  h"°"h0ldS  ^  «•  vor..  |H,    ,„  perccul.c- 

f  "    Tn*.'  "  tW-"*r",t  ^•^»»  vould  -  expected 

%  • 


to  trvrt. 


£    A-  #dult  wbo  «>.c  c.;.  for  .  di^bied  per.on  would  not  be  e^,^, 
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»    lingl.  parnnt.  with  no  children  under  ag*  14  would  ha 
expected  to  work. 


l0-*inale  parant.  with  children  ag«.  7-13  would  be 
e*  pec ted  to  work  part-tine  during  aehool  hour.. 

Ibis  rea.uire«ant  if  baand  o»  tka  praeailing  cu.toew  in  Anericao 

^tai.  today.    tt~»e  w*4b  childrnn  «  *  •■*•««•«  to  work 

^  fU+r  AM,  that  i«  now  tb«  custtanary  practice  of  .och  ween  not  on  welfare, 
fo  1*76.  ahnot  *>  P«rc«.it  of  all  -orriod  w«#en  with  children  wore  in  tho 
labor  f«ee  <52  percent  for  thoee  vith  no  pre-.chodl  children).    We  labor 
fMc*  pdrticipetion  rat.  for  worried  wonen  with  children  i.  even  higher. 

iUh.it*  in  faniliae  with  children  who  ere  ejected  to  work  would  .till 
rct-i„  booefitt  if  f*-iiy  i<«o^  were  inadequate,  but  on  .  lower  .cole  then 
ad.lt*  not  e«pocted  to  work.    Th*re  ere  good  ree.on.  lor  including  the., 
•arker*  in  the  M*i.t«ncn  .yaten.    Kven  under  the  be.t  of  circu-.tai.ee..  with 
wUtiw«ly  low  une-ploy-eot.  -any  employed  people  w.U  renain  poor,  end  the 
arOpoMd  pl.n  would  pay  »nc«a*  .upple^nt.  to  the-.    (Food  ate»p.  «d  local 
gtserel  aa.i.tence  progren.  provide  »«ch  .upple«ent.  now).    fnlaee  wage,  for 
public  eorvic.  job.  were  .et  at  unre.li .tical ly  high  level.,  it  would  be 
neceseery  to  proeide  incone  supple-ent.  to  the.e  jobholder,  e.  well.  Thus, 
even  greatly  «panded  )ob  opportunities  would  not  render  ca.h  a..i»tance 

unnecceeary.  -    '  j 

The  ca.h  assistance  propo.ed  »n  this  plan  to  -upplenent  low  -.rnmg. 

mk»I4  decline  eutoniet ieal ly  a.  e-ptoy-enl  opportunity,  improved.  The 

plan  aa  propo.ed  could  he  coordinated  with  „eneral- econc-ic  policy  and  job 

creation  progren*. 

J,    Weio  would  gat  a  public  aarvica  job? 

If  an  adult  expected  to  work  war*  in  a  hou.ehold  with  children  pre.eot. 


•OM  -Mi—  ~,c  if  b«  or  «h«  c«,l<  oot  fioo  .  ,rivate  j0p.  ^ 

P-klic  -nuc.  Jo*  covld  b.  taM  b,  ^ri  of  .  giv„  ^ 

.      «»  mM.  c.n.  r„r  ,.4  .illi<M(  iU£h         .  ^  ^  Um.tg 

<o~rb  ^  tb.  ^  .....  for  ^  ^ 

.  ...  W  .«^ri«l  li.ir«ioo.  „,  job  «li«i6»lity  ooo  «l,l0?, 
oo  „ot.  .r.  to  „oi,  M|fw  in¥olred 

Ca"lt~'«-    *  **•  at  «.  minimm  „„ge  ^  (o  jU  comtrg 

-*.T.**,«ir.  Mv.ral  „jlUo,  wt  job>  -t  >  co§t  ^  ^    o  ^  ^^^^ 

.  progr.,  ™lo  ^  Bif|lcvI|  to  fin9nQe  ^  eyma  h-ider  ^ 
Cr«U«.        roa„i„f  lm.rnment  provldlt),  tfc-t  Hv  _  ,ob#>  ,f 


How  would  cJth  beggfjtj  5P  dete 


rmi  nt?d? 


T*«  PIM  i„clu^.  tvo-eier  bea.fi,  «*ciur.  .»  pr(,„d,  dlffertnt 
W it.  "for  «c,pie„t.  m9M  t0  wrfc  .nd  th0,f  no£  ejtpected  fo  ^ 

o^ccoo  to  .or*.    „  ,^ro(M  .Iifibu  (--Hy  ^  ^ted  ^  ^ 

o-  —I-M.  (tbo  io^r  ri.r),  .inc.  mitm  ^ 
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^  u  Mw  «-r.i.,..   "  •  j<*        ■«  —H*l:  ••«*»»  *»  «•»• 

,,iu»M  aector  or  in  p«Mic  aarvica  «*-lor«e«t,  then  uait.  containing  a 
-^6er  „^cted  to  work  would  -owe  to  t**  higbar  banefit  achedfU  <tb«  -PP«r 
,i«T>.    !•  *»«•  W«rrt  b*«of»te  wo-td  b«  raduced  by  «o  -ore  than  W> 

^MMM  «><  «•  **••»«•  «■■■«*•»  "*  'n'ur*  th" 

r«««lte  i»  higher  1  nc owe. 

Federal  be-efit.  would  «Uo  pa  ««-ily  «»<  children,  and 

„M(  *«ogree*ic  characterise.  r*trfted  to  need.    For  -o.t  current  recipi- 
^ti>  th#        pUn'.  federal  benefit,  would  exceed  current  food  »t«o  banafite 
ptw,  the  fadardt  eowrrt-tfam  t*  APPC  or  SU-.  lliLh  State _.upple-.ntatio«, 
to„»  inco-e.  ot  -o.t  recipient,  would  «t  le-.t  e,ual  tho.e  under  currant 
pra«ra-e. 

Benefit  •»«{•  could  be  deter-ined  -ore  ea.ily  then  under -the  pre.eot* 
„„m.    currently;  ~ny  Stato.  co-pote  each  fa-ily'.  actual  budded  -nnthlv 
•Mda  u-dar  their  AFDC  .tandard.  In  great  detail.    The  new  ey.te-  would 
not  r<NMir«  .uch  individual  .red  calculation.,    E*a-pl«  of  proposed  annual 
f.d.rel  benefit  level,  are  .hown  belov.    (State  .upple-ent.t ion  would  be 
MtOuraged  but  -ould  hav.  to  follow  the  .a-e  ba.tc  .tructure  to  -a.ntaio  work 
incentive,  aad  ad-ini.trat ive  .i-plicity.) 

o    An  aged,  blind  or  di.abl.d  per.on  with  no  tnce»e 
would  receive  $2,500;  a  »i-ilar»y  .ituated  couple 
would  receive  $},7»,     The.*  a-ount.  exceed  .lightly 
the  current  federal  SSI  and  food  pta-p  benefit,  for 
.i-ilar  people. 

o   a  pennile..  .ingle-pareot  fa-ily  with  three  children, 
at  least  one  of  who-  ia  under  age  7.  would  recatve 
$4,200  on  an  annual  b*»i»,  an  a-ount  greater  than  the 
federal  »hara  of  AfDC  and  food  »ta-p.  in  all  but  .even 
State*. 

o    A  four-per.on  fa-ily  with  an  adult  **pec:«-d  to  work 
would  receive  S2.J00  on  the  lower  tier.    (If  a  jo>  4. 
were  not  found  or  offered  by  govern-enf  in  eight 
■  week.,  the  higher  benefit,  would  apply.) 
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bewef it*  Af  ii  71%  receive  eamifl 
I.  .11  c...              i-divi4|MlU  ^  ^  ^  ^  ^  tot«I 

~  —  >,  ».  ^Hcl..  ,ro^  thu.  f„.  f#r  fo<ter  ^ 

for  f«*U«§  with  f#-t,f  childr,0  in  the.r 


ah*  ii*  jj-^>  «^ 


814 


Table  2 


^egcc.TgfcU  for  f.^Ml  Cgt.  ffrr-"-  g*!  fig  Jo»* 


PUn 


^p^r  «nd  typtr  of  »dult» 
13  household  unit 


4i**l*4  (AID) 
Xmo  j*«U»*-one 
^  *iuU*— Wlh 
3&jngl<  #dull— not  ASD 
Two  *dult*-~n*i thcr 


Advil c  benef it»-  ~ 

Ho  Children 
children  pr«»eat 

Addtt  icnel 
benefits  per 
child  </ 

Tot*  I 
benefice, 
feaily  of 

four 

$2,900 

$600 

$4,700 

2,;oo 

1,500 

600 

4,700 

*,750 

4,000 

600 

5,200 

I,  too 

2,400 

600 

4,200 

2,200 

3,000 

600 

4,200 

^  adult  ^fu  per  unit  would  *  increa.ed  by  ^thT.^'u«!t£coi?d'no« 
«tl»  for  on*  adult.  That  i».  two  or  -ore  adult,  m  the  earn*  unit  cooia  no. 
Tjjj,  cl.il  added  Me.  for  the  preaence  of  children  ,n  the  unit. 

Deduct  $800  il  unit  lived  in  household  with  another  unit.     if  two  related 

.hated  L.*hold  right,  or  ovner.hip.  each  un.f.  Srant  would  be 
reduced  by  S400. 


«'    For  a  di.abled  child,  add  $1,100  .n.tead  of  5600.     Increme-a  P"  child 
vwU  apply  only   f»r  uPlts  of  »even  cr  fewer  member,. 


%.     Deduction,  r-^rhj^r Jenef it   Tier  for  Adult »_t£K££r± J."*?!* 

U  a  »arf,ly  -e«brr  .n  a  h.«..ehold  with  children  were  ejected  to 
work,  the  bJ».c  Jdult   benefit  would  be  reduced  by  SI. W0. 

2.  Single  individual,  and  childle.a  coupl*.  generally  wi.uld  be  ejected 
to  work,  and  benefit*  would  be  reduced  to  zero. 

3.  After  an  eiRht-eek  ae.rch  period,  if  a  private  job  were  not  found 
1«  \  public    ,ob  were  not  ava.  lable.   the*  ejected  to  work  would 
move  to  the  higher  benefit  achedule  ( aee  "A  above). 
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T«M«  J  (cont'd) 


C.    Mgic  Begefjj  Adju.fent.  fo/gjrping.^d  Other  lnc0We 
I.    ffcduce  »0  percent  of  e^rni*.,  ft<m  grjBt  ifl 

2'    «  JS*!!!"'  "itN  '•  •*,lt  to  *orfc,  di. reg.rd  the  fir.t 

»,W0  of  e«rnmg.  ,n  the  benefit  reduction  deletion. 

'*    Jhlirnr-""  f""ili!'-        to  *  could  be  di.reg.rde4  for 

SJOO  for  two  or  .ore  children,  *•  • 

*.    Reduce  benefit.  br  80  percent  of  now-e.ploy.ent  incotw  (e.e  int.re., 
**.««,.,,  rent,  .oci.l  in..-r«nce  benefit.)/  *  ,0t're»« 

**P»  . 

induce  benefit,  by  100  percent  for  other  federel  ...i.tence  peywnt. 


P.    C«lcuUttc»i  yf  rgjgrili  Benefit  P«r«frft> 

C"Lr<"  b  Eft.*™'"  fro-  *• »- 

Source;     fterivrt  by  ,uthor.  fro.  "Benefit  Struct.'*  «,d  Co.put.tion"  .ml 

Zh.  .  5  J  °  th*  ,«"«*">'.  Ste\  p,p«r.  on  the  Better 
Job.  «nd  Income  Act  -  HR  9030.  October"? ,  '  \t7.   ?-±£Z-X££ZL 
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>.    u^oatd  t»  eor«».  i  ".dtC  *  ch«na«d? 

tM  e.roed  i«co~         credit  <«TC>.  •  fiun*»i.  credit  ori.in.Ily 
^te*  i«  l«m  to  o«..C  the  ot  .ociet  «»ril,  -  I-  — 

^rter9.  *ou,d  he  r«di««.  «««<  *•  Pre.idenf.  propoMl.     Ho~«er,  cerco 
<b^.  ™ld  »  —  in  Che  E1TC       coordinate  Che  ered.t.  with  the  proved 
^  ch  benefit..     Th,  cr.4it.  «  ~<i«*"  "ren.thened 
l(W<..U.  «o  ...K  priv.«  ..c.or  ~ploy~nt  .inc.  credit,  would  not  .PP* 

fdf  public  •«r*ic«  job** 

^  ..j.t.o.  EITC.     ».  «TC  now  prov.de.  .  worK.r  w.th  children  10  cent. 
^  dolUr  up  to  *.O00.  .i*  Che  W  o,  ,.00  (54.000  .LI- 

pli.d  *r  .10)  reduced  hy  to  cent,  per  do.ldr  ,bove  earn.ng.  dl  54.000.  Chu. 
^9lat  „t  .t  58.«00,     th..  10-cent   reduced  o.l  the  credit  tor  e.ch  Ml. 
(<wi  het~en  54.000  dnd  58.000  ho  Che  .~  effect        -  »0~P.rcent  t.,  on 
'  ..r.i^  over  th.t  inc<~  r.n,e.     *.  e»«.p«e  of  ho-  Che  current  EITC  Ml- 


$4,000 
6,000 

8fOU0 


.10  »  54,000  •  *400 

,10  *  $4,000  •  +um 

,10  *  (S4tO00  -  $*>.000.  - 

AO  %  54,000  •  *  *;,f0 


EITC  j»ount 
$400 

200 


TbojEagMd  tltC.  M  the  EITC  were  not  ch.nged,  the  f.n-nci.l  return 
frp.  vould  he  le..  then  desired,  hec.u..  the  10-percent  em  phe.e-out 

Mmu  54.000  .od  ».000  would  add  to  th,  h..t<  federal  c..h  d..i.tence 
H,..e-o«C  r„e  of  50  percent  under  the  propo.ed  welf.re  refon..  cre.C.n,. 
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1*  «ff««t.  •  t*n  «,  Mr„i0„  $4<(W,  ind  sa  o0ff     nt  t|rc 

w  ch-g,d  ,o  th-t  th.  ph„,-^t  w<M,,a  n„t  „,„  ,„ninK5  ^j, 

«*<~.  Che  federal  c.h  b«ne(,t.l  eligibility  rellm,.    To  il|MatMC.  for  , 
f-tly  of  tW.  10  ce«C.  t»r  e,r„ed  dol  ler  .*tf|d  be  p.  id  up  to  $4,0oo  ,„ 

S  cent,  per  eatnei  ^iUr  U0uU  ^  p$i<f  up  |t>  $q  ^    ^  ^  ^ 

"°°ld  b'  ""'^  b*  10  P*'  dolUr  abov,  s^.ioo,  filing  ro  ,*r.. 

«  «lt.»M.    rollow.n,,  ..  „  ,*«pl,  of  how  the  proposed  t,TC  i<  tJ|Cyl«,d 
for  tbif  family: 

M'0,N'  -1(1  x  54,000  •  *4,,o 

.0^  K   Si  ,000   ■  *jo0  , 


cO1*  x  SS  ,  LOO  »  »;s'i 

e  to  n  ( $v.  ioo-sj  ;  .oo/o  «■  -^o 


♦<>(XJ  MM) 


♦400 


^•^r"  .10  x  $4.ii.J(l  - 

•  Ot  x  S  ^  ,  100  - 

.  10  h  (  $9,  100-?]  s  ,hsu)  «  - fi *j 


Th,  pr,p..,,tf  EUC  would  b,  p..,,  x.n,r,,is   Ihjn  0,rr„n|   ,Jw  f<i|  ^ 
level,  ,b*w  ,4.001,.     rher«w,ie,         WHld  hi>lp  «fclirr  ad„quJt, 
c<*e.  far  low-  ,nd  «*,der« fr~, worker,,  ic  w^ld  pravide  c*x 

relief  to  «Hfrr*t^,„co^  worker,  wW  re*l    .nc^,  h*Ve  f,llw|  brt,-w  of 
inflation  and  hiKher  social  *.cunty  tixes. 

Table   1  •amman^l  further  detail,  „,  rhe,  fhan^  pr%I^ed  fur  th,  £IK- 
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Teble  ) 


periodic 
dttfwr 


Current  MTC 

'    Only  confuted  *«4  difburied 
«t       '  once  41  f«ir  when  incon* 
tain  gre  filed. 


fteletionenip 
to  tmily 
•  i*e 


CligibU 
(mil  if 


Standard  iotmtl*  for  all 
feaily  #i»«»* 


All  fenuliea  dependent 
children* 


Ditburaed  regularly  through 
withholding  edjiiatnena*;  «nd- 
of~yeor  reconciliation  when  * 
iacoe*  Unea  axe  ffl«*. 

pfc«rtr~out  point «  are  fewily- 
»iie  related,  to  tMt  ph*»«~ 
out  begin*  alighfly  abova 
federal  ceab  benefit*  eligi- 
bility ceiling  for  ••ch 
fnaily  aUe, 

Alt  fiMtlitft  with  dependent 
childr«t>.  except  that  credit 
cannot  be  paid  lor  earning* 
derived  froa  §p*ci»l  public 
iorvice  job*  in  order  to 
enhance  at  tract  iveneM  of 
private-factor  joba. 


6.    ||  —  ■ ■  f-ilr  be  d.«.r^Al£SgJU!l^g>i5^ 

ol  »orh.  ceah  benefit*  and  ElTC? 

m  c«h  ten.fit  pro8r»  *o«td  prowid.  ,  b...  incc-e  upon  wh.ch  indivi- 
**t.  wo«ld  b«  .«P«cted  to  bvild--tbro«,h  .oci.l  .n.ur.nc.  t»n«fu.  "rnnd  in 
tb.  p...  «d  P-»t  .*vi<*.  a»  -U  «  «««t  M»i«f.  c..h  ..*».«- 

„c«  would  dedin*  vith  r.c.ipt  of  inco~  fro.  o<h«r  in  »  (Ml 

wJd  U.d  to  N.gh.r  towl  flilr  .«c~  Tni.  C  b..C  N  HI— 

by  ir.cin.  Ihro^b  »h.  .y««-  >  •»  *  u",ef  '  °' 

circuMt«nc«s: 

o  A  p.«n»l«.  «*><><«<  .nd  thr«  children  with|0^,.|do{ 
«,d«r  7  would  b«  .lifibl.  tot  an  «m»wl  ben.f»t  of 
U,  200  (»2,4(W  for  th#  .other  plu.  5600  for  -cb  <*,ld>, 

faaily  ineo^  unl««  «upple«*«*d  by  th«  St«I«. 


BEST  C0F* 


324 


319 


f  ^"4""-  »r  «0  percent  of  th.t  .J^WO)  ' 

k"  *l  .WO,  Mt  en  enneel  rate,  to  $l,y,o.  ui.h 

J      .  reduction  ww. Id  m|.  for       .  . 

young  and  there  i«  no  other  income  u.rh 

mcowe.     with  »ocie.  »ecurlty  b«nef»t»,  toul 

f-ily  inco~  r,.„  So  *.„0,  the  t,hi)drfn  ^  -n        ifhoo(    (h<  ' 

•other-,.  to  wort  and  f^M|  si)pport  dropf    ubUm  ^  j4 

F"'lY             0"i"                 P^anemlv  i(  the  mother  r,fut„  to 
U  Che  -oth,r  _h  ifl  rFMb;>£    )ob<  tf]<a  fwjy  ^  

"  »*IM  if  .he  wor*.  „.„  ti„  tyMf0n  cn>|d  n;         $7  o9o    f  ^ 

{u„  c„,Idr,n  otf„  ttiffc   (n  ^  pf  v^  ^tQf 

f.rther.     Teh,,  ,  .how.  the  Pr0Kr,ss„,n  up  |h.  ^  f  >w 

•  cnce.  change  £or  thi.  feniiy. 

*...e  Ufcle.  .how  inco^  t.kin,  inf;  lccoun{  tH#r-J  w<(>  Qnty;  f 
f-ily  »,e..  i„  ,  StJte  with  hlgher  ^(|t(  currenUy    jnrf  th-t  $tatt 
choo...  th€  «ot-)  jnc^  ^ 

b'^«r  in  each  c«m* 
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TabU  4 

CjIcuUtiog  °f  fte^ftc  for  g  F«»Uy  of  fur 

(STThTr  5ul  tKw  children,  Slhtr  «*f*ct#4  Co  «ork> 


Mftc  benefit 

JotfiKtion,  e*P«cted  to  work 
Uwtr  tier  l^wHt 

Induction  for  $1,200  *oli*1  security 
rfic 


$4,200  $4,200 
-l,*00  -I, WO 


~  *60  - 


ec  benefit,  «°  work 


1,140 


•  /  -      0  "  7  SO 

ffofuccion  for  «*rning»~ 


*et  frenetic 


51,340  $ 


*'    r««iMt  «  «•«  f>**  ho»f  «re  $2,6*0  for  h*lf-Ci~,  **.30Q  for 

M|!!ta. Vrk  on  i*n«.l  fc»U.  ^«  ",900  of  «ern>n«*, 

4€4uc(  h*lf  of  reminder-     £***pU»  <*>  c**t  coat*. 


821 


T*ble  * 


Difference*  in  Total  Ann,.#i  UcgggTgjTg  roily 
gL£gS8£.Jn4lf  r  Various  Circy cjft<?^ 


ClrCoOOtOOCe*  " 

ftotfcor  m4  tHr*# 
caiJUtooo  (per  e«- 


-MatlY  Incojg  o|  annuel  ritn,  by  tcurc* 


W*v  cash 

. benefit 


*•  *o  other  incoew 


f'aoocfc  in  social 
»w«rUr  benefits 

)»  Mother  Mvrks 
half-time  in 


$4,200 

- 


Social 
_secur 


Carnlnfts  KtTC 


a/ 


public  service  job* 

Mother  t*>rk»  half- 
dm  in  «ifti»u*~vjg* 
jwrlvate  job 


1,  340 


I,  340 


1.*'00  52,650 


•WoChi*r  vorKs 
full ~t I we  in 


PMbltr  service  j*ib^ 

Mother  vcrkf  full- 
ti»e  in  *Oi ni«Kjrc~vjge 
private  Jub 


^90 


1  ,.'00 


c/ 


4/ 


$V,200 
5,190 

7.09C 


b/ 


<7 


H££~ ----  -     -  =Es  - 

The  cruJit   ,s  JO  percent  of   the  first    <„  iuki     #      ^  • 
of  the  i,.m   5'  oao  <<„  rsi  'I  fjrninga  plu*  5  percent 

*..000  <in  this  .^e#    ,|f,  *  S<„,W)0  p|1|fl  ,0S  X  5I.J00). 
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1M  ?*<*e.*4  .ft-  l»  mo  «»r*  «Wlic«H  (km  tk.  ,c<x><my  in  «*ich 
tit#f   Ik.  mytm        ~~t«l  co^rtt.  tl.(  MM  «>  f-ily  ><*~  • 
lt  it  mww,  t.  ^t<  «  *  co^lt.  o«ooo.y  in  ^ich  dif**r*«t  t^rc. 

?  .  ■■iftrfr.  «*•»  wic*.  tk*.  th«  *•  "wch  »i"pUr 

I    ,        ,»  ^rtt^d  tM*  crest  -lf.rr  yr„r^,     U  «R«M       iwM.ikU  «•-«  «».  • 

£  ^  .,.t«,  gi*««  «  f.*i.y'»  i»«»*  *"»  th«  *" 

T.H.  j.  to  «*•  u.«*iSuo«.  ctcuLtioo.  of  fcdcr.l  b,n«fit.  «n«  tot.l  f-ily 
f  .  iM0M,  «•  prJiiovW  iHif.tr.trt.    St.t«  .upPle-*nt.  wold  t»  «.cour.*.«  to 

^  follow  th*  b-,ic  oe.ign  of  th.  t.d.r.l  be»«fit\y.t*«.    Th.  current  .y.t« 

|  taM  1-n.fit.  -ny  «orr  fetor.  (..»..  r>nt,  co.t  of  work  £l<,thifl|>. 

MM  of  which  are  not  ft.no.rdiJed  ^v«n  within  St«t*f. 
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According  to  Secretary  Califano.  H.R,  90301  represent*  »  -mo*^  £ 
and  fa.r  new  welfare  system."  The  teg*^  $ 
analysis  of  the  causes  of  poverty  and  *E»«^ii?2!??*  WBP»»c»t  ^ 
implicit  auafartfca^^'^fr^lL!?!^^^'^ for  '»  «*  as  en 
ia^iiT..  <*  hefp  to  poor  families  and  individuals.  But  the 
^yZmi*'1  onaMrt<>t  value  judgments  about  the  wevoeoote  E 

-     n*w  *»ware  system   is  workable  and  fair.  v 
ffte  *e**»  *,***,  I 
Others  have  objected  .to  the  word  "system "  aootktd  <« 

assistance  otoot*i**  S;^?„    rwwr*J  *°d  stale  mcome 

SleAct  ^^^r^J^  b,M  *  t,W*'  Jobs  «nd  fiv  * 

Sn2JZ£.l!^  ***08  010  tefm  Since,  however  mm 

«^T«?2e         '  "  ^        ^  the  people  currency  | 

nas  oecome  an  invidious  torr«  as  in  •  "  ar" 

used  m  corr:  -rent  0,her  nov8r  * 

0 

4 

r«       ^aztt  .tr1^-,.  1 
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Of  course.  AFDC  does  correspond  to  the  population  described 
above  -  low-income  families  with  children.  But  it  represents  only 
one-fifth  of  total  government  expenditures  on  welfare  programs  ,f  that 
term  is  mors  closely  defined  as  income  transfers  to  people  with  pre- 
transfer  incomes  that  fall  short  of  some  established  figure.  (Welfare 
goes  to  the  needy:  demonstrating  need "  requires  a  meanstest  some 
ofoof  of  poverty  or  income  deficiencies  of  some  Kind.)  And  AFDC  ex. 
penditures  account  for  only  five  percent  of  the  total  spent  on  income 
assistance  programs  including  transfers  to  people  whose  eligibility 
does  not  depend  on  proof  of  need 


Nor  is  it  correct  to  trace  public  concern  with  "the  welfare  mess  to 
some  sizeable  rise  m  the  AFDC  program  expenditures  in  1976 
represented  a  smaller  proportion  of  both  welfare  and  income 
assistance  than  in  1966  If  H  R  9030.  its  discussion  in  Congress  and 
elsewhere,  helps  to  make  people  aware  of  other  major  welfare 
programs  and  the  comparatively  small  contribution  of  AFDC  to  the 
economic  burden  of  income  transfers,  it  will  be  a  major  ac- 
complishment. 


The  bill  would  replace  AFDC.  and  it  would  also  do  away  with 
Supplemental  Security  Income,  which  in  1976  accounted  for  13 
percent  of  total  welfare  expenditures,  down  from  29  percent  ten  years 
earlier  Moreover.  >t  would  end  the  Food  Stamp  program  where  ex- 
penditures  have  grown  to  20  times  their  1966  total.  It  does  not 
however,  even  mention  the  third  major  program  of  cash  transfers  to 
needy  people:  veterans  pensions,  which  .n  1976  cost  six  percent  of 
total  welfare  spending,  but  is  rarely  described  a*  welfare. 


The  Congressional  Budget  Office  identifies  seven  other  means- 
tested  programs,  including  food  donation,  national  school  lunches, 
housing  assistance.  Medicaid,  the  earned  income  credit,  and  general 
or  emergency  assistance.  Some  of  these  currently  define  eligibility  by 
referring  to  AFDC  or  SSI  and  they  will,  therefore,  be  affected  by  H.fl. 
9030.  But  tncotm  esatottnce,  the  term  used  in  the  bill,  also  includes 
three  majof  social  insurance  systems:  social  security,  government 
retirement  and  unemployment  insurance  Expenditures  for  these,  in 
1976.  called  for  three  times  as  much  spending  as  all  the  welfare 
programs  put  together.  Furthermore,  it  is  in  this  area  that  spending 
has  burgeoned:  1976  amounts  represent  five  times  the  1966  sums. 
And  research  from  the  Institute  for  Socioeconomic  Studies,  using  an 
even  broader  definition  of  both  income  and  assistance. "  has  iden- 
tified some  182  Federal  programs,  costing  $250  billion,  as  opposed  to 
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the  $141  billion*  figure  used  so  far* 


Clearly  to  establish  a  '  fair  welfare  system  '  requires  a  social  con- 
sensus. First  we  need  a  wider  understanding  of  wwH~!u  o^ose^ 
'?C^J^Lance  **  ^  »PPfec,atk>n^f  the  numbe%^^£ 
currently  affected  by  all  tf)e  various  programs  Then  we  need^SI 
genera,  agreement  about  what  is  fair.  AM  irw^^^XSrt 
income  from  one  set  of  people,  who  earn  it  to  another      of  people 

Z£2T  to  transfer,  but  it  cannot  represent  a  constraint  for  any  we 
$  P,°PI*  have  ,U"  ,nU»™«on  *™t  the  range  of  ™ 

There  also  exist  however,  public  attitudes  as  to  what  is  '  fair  "  that 
make  some  transfers  very  close  to  voluntary  sharing  of  income  whife 
other  transfers  are  deeply  resented:  veterans'  penVoV ma? Z  an 
example  of  the  first  while  Aid  to  Families  with  Dependent  ChiWrJn 
with  unemployed  fathers  probably  represents  the  second  The* -con- 
clusions appear  to  reflect  two  types  of  attitudes:  those  towatd  me 
recipients  of  income  transfers,  and  those  toward  the  reasons  or  r, 

me?e  ,,ranno  8fS  ?  °nCe  8  trans,er  Sy9,em  h**  estabi  sneo7 
STange      9U3rantee  ,hat  e,,her  or  *«»  °f  *™*  attitudes  will™, 

Something  of  the  kind  appears  to  have  happened  with  AFDC  wn.ch 
»Z?«Vn      19308  a*  8  prOQram  ,0  children  to grow up  at 

J  r^  f,  *^  th6,r  W,d0wed  "tothers  had  no  means  o  f  sL  pW 
12!  «  V,M«la°G,al  mtU<Se'  «Pre»sed  in  Congressional  hVarKJ 
hvT^JV!?,  d^red  ^  mo,her  *  P,ace  «•  io  «ie  home  2 
wa^2STL  )  to  ^"^"t  Children  (as  ,t  was  first  established' 

have  S;^,^^t!Hi,,  C°mC,de9  w,!h  the  sa™  so^f  developments  that 
!f£.J  !he  P«'centa9e  of  married  women  ,n  the  labor  force 

People  have  changed  ttie.r  minds  about  the  reasons  for  AFOC  wht 
famines  with  children  need  help  About  half  1?  a,l  motheS '  SS, 
youngsters  are  now  ,n  the  labor  force,  a  percentage  wS  almoS 

\ZfV^:ateJ:,SUng  m  1948  They  n°»  income  to  support 
the,r  famines  Why.  therefore,  prov.de  income  to  other  mothers  who 

!>X'£*J''"XZwT*ffi£?!  ^M**  income  t,anste, 
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do  not  have  |Obs  helping  to  support  meif  children'' 

It  it  also  highly  likely  that  the  shift  in  attitudes  reflects  public  ♦ 
awareness  of  the  changing  character  of  the  nci&ents  of  AFDC  They 
are  not  widows  and  their  orphans  these  days,  but  single  mothers, 
deserted  and  divorced  wives  with  their  children,  and  poor  families 
with  both  parents  present. 

The  public  ideas  about  what  is  fair  will  influence  the  course  of  M  R 
9030  through  Congress  and.  more  importantly,  the  success  or  failure 
of  any  income  assistance  program.  How  does  H  R.  9030  identify 
recipients,  and  will  the  identification  be  acceptable'' 

Who  Gets  Income 

The  bill  divides  the  potential  recipients  of  income  assistance  into 
two  groups  those  who  will  be  expected  to  work  at  paid  |Obs  and  • 
those  who  will  not.  The  first  will  receive  "|Obs.  training,  and  income 
supplementation,  tne  second  will  receive  "income  support  only^ 
The  language  could  also  be  interpreted  differently  two  Kinds  of 
oenef.ts  will  be  provided.  |Obs  and  income  But  benefits  will  not  be 
distributed  equally  fobs  and  income  will  go  to  one  group  of  people 
and  income  to  another  These  groups  can  be  distinguished,  ac- 
cording to  the  title  page  of  H  R  9030.  as  "low-income  citizens  able  to 
work "  and  "low-.ncome  citizens  «n  need  who  are  not  available  for 
work  "  The  latter  group  can  be  further  described,  according  to  the 
legislation,  as  unemployable  by  reason  of  disability,  age.  or  family 
circumstance. 

That  the  elderly,  blind  and  disabled  should  continue  to  receive  in- 
come  assistance  seems  uncontestable  The  level  of  assistance 
specified  »n  the  bill  wilt  continue  to  be  controversial,  however 
Discussion  will  also  attend  the  Administration  s  intent  of  exempting 
mothers  of  small  children  from  the  work  requirement.  Table  A 
provides  background  on  this  issue 

.  Current  evidence  exists  that  millions  of  women  witn  small  children* 
have  already  become  available  for  paid  iocs  Jacoo  Mincer  pointed 
out  20  years  ago  that  "not  available  for  work  cannot  be  appi>ed  to 
most  women,  who  merely  have  the  choice  oetween  unpaid  work  at 
home  and  paid  work  outside  the  home  One  would  w.sh  that  tne 
authors  of  this  legislation  had  read  the  Mincer  article  o<  any  of  the 
subsequent  research  in  the  area  the  word  work  occurs  over  and 
over  in  the  bill,  although  paid  employment  would  oe  the  accurate 
teim  to  use 
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TA9U  A 


U0OH  POftCf,  9T  HMHTAt  STATUS, 
<*  0W»  C*U*t«,  0UHCN  W» 


of 
Women 


^fcadfcof  ef 


TotJM 

16  years  and  aver 

Women  with  Children 
under  13 


\  Married, 
Musfcand  present 

Married. 

Nusoand  absent 

Divorced  and 
**dowed 

mamed 

Women  w»m  Children 
under  5  none 
jwonger  than  3 

Women  wnh  CMdrep  , 
under  3 


to 

I* 


«mmhm|    (in  thousand*) 


80,834 
30.568 

25,3*1 

1.735 

2J19 
663 

6.170 
7.781 


37  817 
1499$ 

11,093 
900 

1.025 
297 

2926 

2  631 


460 
40,7 

40  1 

565 

600 

454 

47  4 

138 


2^WS0^  ^  &oi^n  1977.  US 

TaOle  (9  Government  Prmtmg  Off.ce.  Washington.  OC  1977. 
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The  most  controversial  aspect  of  the  bill  applies  to  mose  families 
where  someone  does  worK  a'  paid  employment  Cash  supplementary 
benefits  will  be  provided  when  the  earnings  from  such  a  job  fall  below 
the  predetermined  income  for  the  worker  s  family  In  effect  M  R  9030 
asks  us  to  expand  our  area  of  benevolence.  We  do  not  begrudge  in- 
come assistance  to  the  blind,  the  elderly,  the  disabled  let  us  add  the 
working  poor  to  our  list  of  the  deserving  Like  the  blind  and  disabled, 
their  poverty  results  from  circumstances  beyond  their  control. 

But  it  is  just  here  that  the  unanswered  questions  He.  Why  are  the 
working  poor  poor? 

To  the  authors  of  the  legislation,  the  answer  was  clear  The 
majority  of  poor  and  near-poor  families  depend  upon  their  own  ef- 
fort* Yet  many  such  families  are  forced  to  live  at  or  below  sub- 
sistence levels  either  because  their  wages  are  too  low  or  because 
they  are  unable  to  secure  stable  employment 

But  there  is  a  third  possibility  People  who  hold  paid  jobs  may  be 
poor  because  they  have  families.  Wages  that  seem  adequate  for  a 
"self-supporting  job  no\der  will  be  too  low  *  for  someone  with  three 
dependents 

Secretary  Marshall  s  analysis  of  poverty,  quoted  above,  refers  to 
families  with  low  wages  or  lacking  employment.  But  families  do  not 
earn  wages,  individual  workers  do  And  families  do  not  get  or  lose 
jobs,  only  individual  people  do.  Implicit  in  the  legislation  is  a  com- 
parison  of  wages,  paid  to  individuals,  with  poverty  levels  defined  as 
income  to  families. 

The  analysts,  and  the  policy  recommendations  that  follow  from  it, 
rest  upon  the  value  judgment  and  the  assumption  that  any  family 
should  be  supported  by  one  wage-earner  For  the  first  time,  according 
to  M  B.  9030.  most  American  families  with  an  employable  member  will 
have  an  income  above  the  poverty  hne.  if  earnings  do  not  pro^6e  the 
calculated  sum.  supplementary  transfer  income  will.  The  link  is  direct 
between  value  judgment  and  policy  legislation  one  person  with  a 
pard  job  will  be  entitled  to  income  for  the  entire  family  The  im- 
plications are  many,  and  most  have  been  overlooked 

First,  the  fact  that  identifying  the  working  poor  requ-res  iden- 
tifying their  families  No  single  povei*y  line  exists,  of  course  Some 
124  different  dollar  incomes  have  been  calculated,  for  families  dif- 
fering in  size  composition  and  residence  it  follows  that  a  given 
amount  of  earnings  will  make  one  family  ehg»Die  for  benefits  and 
another  not 

Second,  the  fact  that  to  guarantee  that  one  earner  win  entitle  a 


family  to  income  above  the  poverty  (me  reverses  the  oamm  m 

lMpwwnM  *    *•  •»»  prov,oe  .h^Vp^ri^r 

Third,  that  to  provide  cash  benefits  to  any  one  earner.  , «  someon* 
with  a  paid  ,ob.  writes  into  law  the  definition  of  work  as %Zem 
Pfoyment  that  has  repeatedly  been  shown  to  .acK  valid" 

Pwrfty  and  famHh? 

in  dealing  with  th.s  question,  we  must  proceed  in  this  wav  Sir  a 
mora i  no  smgte  poverty  line."  our  total  count  of  the  P^r  ?eo.u(>et 
mat  each  family  s  actual  income  be  compared  to  ^ZV^IV, 
designated  for  that  sue  and  compositSTo?  amit?  hIF£2J?£. 

moCc^en  Z*  COn$,5ted  °'  «»•  Pa^ts  With  «h ^e  or 

more  children  To  what  extent  is  it  correct  to  say  that  their  oovertv 

%S?J£  ZageS,  ^  ,aCK  °f  rnar^P^  e  earned 

e7cSST 5s,0po1?^n       Par,,C°'ar  *""?        St  of  the^ 

m'sOD^S?  13,TT  'nd,v,doa»*  ^Ported  earnings  less  than 

pS  aZea/Z^t^  ^  f°Ur  m'"i0n  ,uH,,m«  "oncers,  em- 
c SJw 11  u  **  f>eop,e  w,th  ,uch  IOw  earnings  were  not 
™. H   !  P,°°f  "  '*  not  ,hat  *a»es»  of  $6,500  are  too  low   but  that 

mcome  for  another  adult  ar,o  'hree  children  as  well.  Tp  2  2 

•222'       ,0W  "  mora  0f  «•»  anonymous  Xfooks 

c,rcum9t»™«  fnat  poverty  levels  refer  to  fam°^ 

earn*  ,n  any  g.ven  year  depends  not  only  oh  theieveV  o"  w7ce.  b?J 

wor«  fullttme.  year  round.  Still,  the  table  shows  m,n,onc  ~<  ~L  , 
WW*  the  S3.000  hgurad  as  poverty  tor  th.  „ngi.  man.  or  $2  700  to" 
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the  *ngle  woman.  Mow  did  they  su«vtv«  without  the  cash  s*«*!«|»*e*ts 
to  waoes  to  oo  mado  avadaote  Oy  M  R.  9030?  |V 

The  answer,  of  course.  »•  that  few  of  them  counted  their  wage^as| 
total  family  income,  II  they  were  single,  other  sources  of  inc*n# 
existed,  Out  most  of  them  lived  in  families  where  other  people  also 
eamed  wages  or  received  other  types  of  income  Note  that  although 
ttie*  chart  shows  one  ouf  of  four  men  earning  less  than  $4,000,  only 
four  percent  of  the  families  headed  toy  men  received  less  than  this 
amount  in  total  income  Of  the  five  million  married  men  in  this  group 
of  low  earners,  half  were  married  to  women  who  also  earned  wages; 
these  exceeded  their  husoands  in  almost  half  the  cases. 

-  This  circumstance  of  the  dual-earner  family  has.  unaccountably, 
been  totally  overlo  «ed  or  ignored  by  the  authors  of  M  R  9030.  The 
distribution  of  family  incomes,  as  opposed  to  individual  earnings, 
reflect  wages  and  employment,  but  also  another  vitally  important  fact. 
Families  may  contain  one  wage-earner  or  they  may  contain  more  than 

TA0LE  B 
PERCENT  AO*  l>IST*fBUTION  OF 

by  mcom  Alio  sex  or  ramr  mcao,  tsrs 

Male  Family  Female 
Hmomm  Class  Heads,  Married       Family  Heads 


t  .  2.000  or  less 
2  -  3.999 

5999  68  173 


1  2  8  2 

3  7  18  7 


4 

6 
8 

10  •  1t*99 

14.999  14  *  86 


7999  ™  139 

9999  *1  11  $ 

gn  8  2 


12 
15 
20 

25  -  49.999  u  5  2.1 


1*999  20  4  7  8 

24  999  12  9  3  7 


50.000- 


10  02 


Total  numoef 
*(tto  earnings 


47  318.000  7  432.000 


Note  Taoie  refers  to  individuals  aged  18  or  aoove 

Sauce  U  S  9  il  T^e  Ce<i*o*  C*r«"F  PopuWtOn  HecOftt  W      P  6C      ,  "  ;f>    Vwn*ij  'fl- 
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©«•.  in  fact  most  families  with  adults  of  workma  »aa  ™„t«  - 
than  one  wage-earner  wonting  age  contain  more 

.nrthf!^P,C""  ffm"y  th,S  COuft,ry  does  not  consist  of  a  husband 
and  father  supporting,  as  the  "breadwinner,  h.s  homema*er  w"te  and 

wage-earner.  Most  children  who  live  with  botn  parents  Know  both 
paints  hold  ,obs;  most  children  who  are  supported  by  atng.e  parent 

IT.?  m°mer5  Th0  numt*r  01  ^a.-earner  famHies  m  The 

country  „  growing  faster  than  the  number  of  two-parent  rallies  AH 
these  circumstances  mean  that  the  earnings  of  one  ind  vZ  In 
for  less  and  less,  these  days.  ,n  terms  of  fam.ly  fncome  ' 

Jlmn^Z'*  mtP09S'b*e  t0  ca,cu,ate  the  extent  of  poverty  bv 

ece  ve  too  F  T  eam,ngs  Wfiethef  0f  ™  Pec-p* 

receive  too  low   wages  or  lacK  stable  employment    th^r  r^/L.- 

poverty  w...  depend  on  two  other  circumstances  ??rSt  the  s  ^ 
composition  of  the  family  will  determ.ne  ,«s  poverty  I eve,  inl  and 
second,  the  ,nd,v,dua.  s  earnings  may  be  supplemented.  notTcasn 
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trans***  under  a  welfare  scheme.  Out  by  earnings'  of  another  fam.iy 

Among  the  non-poor,  dual-earner  families  represent  the  norm.  They 
occTa?  e7e£^ncome  level  and  combrne  all  sorts  of  wages  and 
Mianes  A  poverty  income  for  families  need  not  automatically  result 
Zm*»  tolTwages  or  lack  of  employment  of  one  adult  member 

Vet  Hfl    9030  identifies  these  as  "the  cause"  of  poverty. 
Furthermore,  the  legislation  promises  to  deliver  from  poverty  every 
ramify  with  one  adult  worte.ng  member,  by  ^f^^ . 
drva^a/  wages  with  cash  benefits  to  yield  a  higher  income.  This  flies 
in  the  face  of  recent  experience. 

Most  fsm/Mes  in  the  country  have  escaped  poverty  by  having  two 
adult  members  holding  »obs.  The  rise  in  employment  among  married 
women  has  contributed  to  rising  income  at  all  levels.  More  than  45 
percent  of  the  families  in  the  upper  fifth  of  incomes  contain  two 
earners,  contrasted  with  only  36  percent  30  years  ago.  Among  poor 
families,  the  same  thing  happened. 

Between  1950  and  1975.  poverty  was  cut  in  halt  among  families 
headed  by  men.  The  number  of  poor  »nd.vWuais{men  wornen.  and 
chWfenhn  such  families  tell  from  30  million  in  1959  to  13.5  million  in 
1975:  the  poverty  rate  from  19  percent  to  eight  percent  Families 

headed  bVmen"  can  contain  two  parents  with  paid  jobs,  by 
definition,  families  headed  by  women  cannot. 

H  R  9030  also  distinguishes  between  one  and  two  parent  families 
But  nowhere  does  it  reflect  the  fact  that  two  parents,  these  days. 
*p  cat*  represent  two  earners  for  the  fam.iy.  Most  of  the  poor 
^Con  and  most  of  the  people  receiving  welfare  benehts  under 
cunent  programs,  are  women  and  children.  Since  women  with 
families  by  definition  lack  men.  the  dual-earner  escape  frornj poverh 
not  available  to  them  or  their  fam.l.es.  The  difference  between  one- 
and  twVparent  families  perceived  by  H.fl  9030  is  that  ,n  some  cases 
one-parenftamil.es  may  be  exempt  from  the  "won*  requirement^ 
Ss  afso  means  that  such  famines  continue  at  the  tow  income  levels 
associated  with  welfare,  rather  than  partaking  of  me  -ncome  sup- 
plement designed  for  the  "working  poor. 

Because  Ihe.r  work  at  home  is  not  paid,  the  single  parents  do  not 
become  eligible  for  the  cash  beneyts  provided  to  workers  m  paid 
SsTecVse  .hey  lack  an  adult  partner,  such  single  parent  ,am,.,es 
CI  me  resources  provided  by  two  workers  to  share  the  work  at 
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cniMren  nave  Men  declared  enempioyabie"  by  the  legislation  and 
ha.  been  declared  nonexiSnt  "W^rmSSl  SodSn 
critic,  "do  we  My  welfare  mother."  but  unernptcW, iaSJr?- 

nJ^nT-°^«*  *0m.!n  ^  af  horn*  cannot  Mm  the  right  to  sup- 
^T^T^!  "ke  m  p,,d  WOfK  «<>".  °"t»«de  the Thome.  it% 
'  mer*'°re'  f0  Drma       »ngl«  parent  s  income  as  far 
XZtT™^  ,eVe'  89  *"  pr°m,Sed  10  'a-y  anVm- 

a**  the  Social  Ceaaeeavs 

J5£?V£1  *  *9airT*f  Providing  jobs  and  income,  instead  of 
Tn!££  »  «J«  Poor  -  or  at  least  to  the  deserving  poor.  Sot  the 
SPSt?     f  ^  •«*  "^ond  this  Hind  ofVeaioning 

9030  contains  little  that  reflects  a  social  consensus. 

It  adds  the  "wortung  poor"  to  the  list  dT  the  deserving  without 
•nomng  the  general  public  a../  clear  understanding who "hew 
people  are  or  why  they  are  poor. 

JV^*  "!he  n**d  to  care  ,or  ch.ldren  to  the  list  of  disabl.ng  con- 
ditions  making  one  ineligible  to  earn  pay.  9  00 

It  acts  to  preserve  and  maintain  the  single-earner  family  desoite  its 
rapid  disappearance  from  among  poor  iod  non-poo^Ha 

reform  ^"li'T  Hi"9  Pf0venf  ma  ••©••••tion  from  ach.ev.ng 
reform,  m  the  sense  of  betterment  over  what  presently  exists  Tha 
social  consensus,  as  expressed  in  the  behavioV  and  ex£nenC« mS 
most  Americans,  approves  two-earner  families  and  einptoy£en7  bv 
%9:?Jra"  Ch,,drin-  Th*  Poor,  as  iden^bTSeS 

sfers.  include  old  people,  children,  and  those  who  are  incapacitated 
t  has  yet  to  be  established  th.t  taxes  w.ii  readily  be  pa, 5  to      ,  ali 
those  who  craim  poverty,  not  because  the.r  .ncomes  are  moZv 
but  because  the.r  families  are  "too  large  " 
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The  Administration's  1979 
 Welfare  Reform  Proposal 


AMERICAN  ENTEHMiSE  iNSTITUTI: 

for  Public  Policy  Research 
Washington,  DC. 


Introduction 


The  American  welfare  system  has  grown  substantially  *n  cost,  visibility,  and 
compte*>ty  in  receni  decades  Numerous  government  agencies  are  now  involved  in 
Che  overall  effort  10  aid  ihc  less  fortunate  in  otif  society,  and  federal,  stale,  and  local 
governments  share  in  the  financing  and  administration  of  various  welfare  benefits 
•  Tlws  all  levels  of  government  would  benefit  from  improvements  in  the  structure  or 
concept  of  welfare  programs.  The  public  perception  that  changes  are  required  has 

#  been  heightened  by  reports  of  abuses  of  welfare  and  of  generous  benefits  received 

*  without  toil  by  some  families  The  disqualification  of  some  who  arc  m  need  of 
benefits  and  the  complaints  of  others  who  do  receive  benefits  add  another  dimcn 
*Ms*  to  (be  ongoing  debate  over  the  present  welfare  system. 

Majo^reform  initiatives  have  been  launched  over  the  last  decade,  but  welfare 
has  proved  difficult  to  retorifl  In  an  attempt  to  break  the  impasse  over  welfare 
reform.  President  Carter's  1 979  initiative  calls  for  less  extensive  restructuring  than 
have  prior  proposals.  Nonetheless  the  same  fundamental  questions  raised  during 
poor  reform  efforts  keep  recurring  To  what  extent  should  benefit  levels  and 
admmtsfration  be  uniform*  Are  we  fostering  a  class  of  long-term  poor  who  will  be 
unable  to  break  out  of  the  welfare  syndrome  and  compete  in  society 7  What  level  of 
support  should  be  provided  for  what  classes  of  benef  iciaries  '  How  much  should  be 
spent  on  welfare  and  how  should  the  costs  be  shared  '  What  work  incentives  and 
requirements  *ouW  ensure  success  in  moving  families  off  welfare 7  What  can  be 
done  to  improve  efficiency  and  to  eliminate  fraud  and  abuse 7 

This  legislative  analysts  will  esamine  the  administration*  legislative  recom- 
mendations for  reform  of  the  welfare  system  and  the  principal  arguments  for  and 
af&insOigmftcant  features  of  the  administration's  initiative. 


Reproduced  with  the  perwU*  ioa  of  the  American  Enterprise 
ltwtitute  for  Public  Policy  Research,  *  1979  fro*  Ugi«Ut 
Analysia,  96th  Cottgraaa,  no.  7. 
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Background 


The  term  welfare  reform  is  »«fc|y  applwd  to  almost  any  dut»e  in  die  welfare 
^ e.igibdity  for  wtlf- SeS^t, 
-mo**,  changmg  theses  of  financing,  revism,  me  method  of  adrnJamK*. 
«2»m#  varum, welfare  program,  wn*  acw  one*,  hghicnmg  mi  tmmvtnt 
jaW^ve  standard*  to  keep  peopfc  off  ^,f«  SoTrXZHS 
waste.  and  woo  As  a  reM.lt.  (he  debate  over  welfare  reform  com*  a  wide  rame  of 
««*,.  from  the  pragmatic  quest,™  ot  how  to  achieve  reforro~~by  comprebwW 
chan^or  by  gradual  adjustment-to  the  question  of  who 

The  category  ot  .hose  receiving  cash,  vouchers,  and  tax  and  in-kind  benefits 
under  thcprmipa,  welfare  pmgram*  ,„  lhe  Un«ed  State,  are  de^bedTtnl 
ZT-  ^iUr™  "*lfm  *>*m  However,  some  mJL^SSJL  aid 
the  poor  under  these  and  other  program,  ^  avadable  to  pcru^^Z 
who  are  not  M  poverty  Pohcy  maker,  have  used  a  poverty  ^  S 
!^;ifJCn,C<n^:n  *■»  need  ^stance,  but  some  question 

^«*»°"  Adm.nistr*™  spokesmen  cstirWon 

the  bam  of  the  indet  that  1 1 .8  percent  of  the  U  S  populaoWneTfc 
persons,  are  living  ,n  poverty,  but  the  Congressional  Budget  Office,  after  allow! 

S  STiTT  T'i,?d  ,raflsrers-  ro"dH**  *«  benefit  have 

hficd  all  but  about  K.I  percent  of  these  families  ou,  of  poverty  Whatever  the 

EZ?  .  Tr^  ^'"'^  I**™*  •  "*  1'n.ted  States  proJJeS 

benefit*  to  the  following  numbers  in  October  l"77  ' 

AhT  to  Families  »«h  Dependent  Children  i  AFfX  »  |()  *  million 

roog  stamps  . , 

Medicaid  f  annual  figure)  ' ,  !  , 

e-       .  .  *  213  million 

General  Assistance  .  M 

Earned  Income  Ta,  Credit,  EITCMtamil.es,  6  6  HHlZ 

These  figures  do  not.  however,  reflect  the  total  number  .„  welfare  henefic.ar.es  for 
"™  «^^ne,.,s  under  ,»o  or  more  of  ihesc  m^Tl^Z 
hcnefits  under  numerous  other  programs  that  have  no,  been  listed  Uum*«  ! 

for  SSI  are  nonpar  •  The  number  of  persons  receiving  bene.iis  under  the  Jgest 


BEST  COPY 


341 


and  most  coatly  pcc*nwr  for  file  delivery  of  cash  benefits  <  AFDO  rur^W  from  3 
null**  tn  I960  to  10.6  ntMfte  in  1971 

P  The CongnrssjoauJ  Research  Smicet cuing some  fifty  five  welfai*  jm>gnum. 
cuttefudad  that  total  wctf^o^  1968  to  fiscal  1976  and 

that  even  after  allowance  for  inft**ont -the*  annual  rate  of  spending  for  welfar*  ' 
increased  by  18  percent a year,1>*s<  programs accounted for expenditures of about  • 
$70  btmon  in  fiscal  1977  or  almost  4  pcrccuk  of  ffos*  national  product.  Almost 
Iterc  out  of  four  welfare  dollar*  were  from  Che  federal  government  '  Part  of  the 
increase  ifjjKndutf  was  foe  mull  of  *e  liberalization  of  old  Welfa/c  programs  and 
the  ctfabfafrncnt  of  new  "ones  as  federal  social  policy  sought  to  eliminate  or 
aUe*i*e  poverty  and  to  raise  the  standard  of  living  for  million*  of  American*. 
Medicaid  nutted  in  1 965  r  by  the  early  1970s  required  the  largest  sutc  and  local 
expenditure*  of  any  welfare  program  and  by  1974  had  surpassed  in  com  all  cadi 
assistance  programs  combined.  The  enormous  Increase  in  number  of  welfare 
recipients  and  cost  of  benefits  has  been  attributed  in  part  to  the  breakup  of  poor 
fohilicv  which  thrust  dependent  member*  onto  welfare.  <and  to  the  transfer  of  . 
benefits  to  large  number*  of  female  headed  families  thai  had  long  fceen  c  I  ipitfc  for 
Af  DC  benefits  but  were  not  receiving  the,m  Ifeigtocncd  consciousness  of  tf^c 
availability  of  these  benefits  and  lets  concern  for  the  stigma  sometimes  attached  to 
the  receipt  of  welfare  benefits  also  contributed  to  the  .increase  in  the  welfare  • 
caseload  The  availability  of  free  health  services  under  Medicaid  to  those  who 
qualified  for  AFDC  my  have  stimulated  many  apphcati&s  for  AFDC  benefits .* 
Some  observers  argue  that  the  continued  high  level  of  poverty— hovering 
around  12  percent  since  1968.  according  to  Certs* is  Bureau  data— shows  Out  the 
massive  expenditures^* jydfaae  t*g  tuning  with  the  Johnson  administrations  War 
on  Poverty  have  nor  succeeded  m  eradicating  poverty,  and  they  bcfievc  that  much 
more  needs  to  be  done  toward  fhr*.ett4  Others  contend  that  the  Census  Bureau 
figures  overstate  poverty,  that' considerably  fewer  families  actually  fall  into  the 
poverty  class .  and  that  relatively  few  can  be  said  to  be  in  need  when  all  government 
assistance  is  considered  (set  the  section  *m  Adequacy  of  Benefits ». 

Although  most  people  agree  on  the  need  for  reform  to  deal  with  the  so-called 
welfare  mess,  they  hoto  widely  divergent  views  on  what  should  be  done.  One 
concern  is  that  the  AFDC  program,  which  was  established  to  aid  the  temporarily 
poor  with  the  expectation  that  social  insurance  programs  would  ultimately  fake  care  ^ 
of  long-term  needs,  is  burdened  wjtti  many  who  are  cffronically  poor  Some  critics 
claim  that  the  longer  a  family  remains  on  AFDC  the  less  likclfcit  *  to  gooff  welfare. 
Hence  there  is  great  i  merest  in  restructuring  welfare  Jo  move  a  gnucer  percentage  of 
welfare  recipients  info  productive  work  ArMher  diMicultv  is  thai  so  many  pro-  , 
grams e sist  and  interact  and  mertop**  extensively  trut  it  is  very  difficult  to  form  a 
coherent  picture  of  the  whole  sy  stem  fcflorts  to  reform  welfare  are  also  hindered,  as 
one  congressman  claimed,  hy'thc  division  trt  rc%pimMhi|ity  among  elcWn  House 
committees,  ten  Senate  committees*  and  nine  executive  agencies  al*  competing  for, 
a  piece  of  the  action/ 
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The  Cl-ment  Wei  fare  System 
™™*  Wits  generally  ,„*»* 

MMmm*  w*k  OrpndnM  CMMrra.  AFDC.  (he  most  controversial  welfare 

!°  ^  COSlly  progfam  dc,,vtnnl  beocHis  in  cash  h,  predeces- 
*oc  A*  «o  Dependent  Children  <ADO.  w„  established  by  the  sJSy^, 
"_lf  a  *»»  f^f^m  providing  cash  assistance  fo  Mates  for  nee* widowed  or 

?X  rL^  ^L"  ^T,v  :[pM     " cw  **  ** 

1!^  *    14  frDm  ,hC   W  184  7  Percc«)-  wapaciwed  (5.9  percent. 

rSil?  TIT. "  unemPto>«1 15  1  !*"**>.  or  if  Ae  mother  is  incarnated' 

mg  mother*  »bose  voungest  child  is  at  least  six  years  old)  to  register  for  work  or 
traimng  under  the  Work  Incent.ve  Program  .WIN)  ?  WOfk 

Ma-iUL^/^f hS*  *!"  sUnaards  °f  needs  an*,  benef.t  levels. 
Maximum  benefits  for  a  mother  with  three  children  vary  from  abotit  SI20  per  month 
mMissrssipp,  to  S*>3  per  month  in  Suffolk  County.  New  York.  State,  alsoS/f 

SL    h','^L,IW  ^^'^  »*«-«  uhiny-one  do  not™. 

aid  to  student,  aged  eighteen  to  twentyone  (ten  do  not.  Eleven  slates 

T     °!  'hLpn>?ram  10  ttv  Congress  has  required  the  states  to 

iT^T  ,"^7:  m  ^^"^  '"«>"*  a™»**  «>  "  employed  head  of 
£27?        U     *"  jffCCti  "*  krVC'  °f  AFDC  That  person  ,s  also 

Z  ™TJ  u  "KC",,Vtf  d,SfCgard  (U*  fi™  *»  nronmly  earning*  plus 
on^h-  d  ot  all  remaning  carmngs,  mat  may  enable  the  fam.ly  to  remain  on  uC 

aW  r     f^"  "*  Can"ngS  C*Cwi ,hc         »«*  'n  addition 

AFDC  families  are  automatically  eligible  for  Medicaid  benefits 

^Js^Jt^V.911  ^T* onefourth  of  a" AFDC  ^*"Cn"     -  >'* 

Ahnou  r  :  f"!^*  ^  Angek*-  '*•«■*»*«•.  Norton,  and  Detroit 
Almost  one-fourth  lived  in  two  states.  California  and  New  York.  *herc  benefit 
Pjgwtt  account  for  or*,hird  of  all  AFDC  pavmcnts  ,n  me  ln,*d  ££ 

government.  37  percent  by  state  government*,  ami  9  percent  hv  Uxal  emernments 
rCmPITr,"n  <rf  <h'H'en  Uthkr  c^««"  »n  AFDC  ,n  the  I  mted  States  climbed 

Suffolk  Gnintv.  \Whuvettv  ,tthlch  indutk,  B<Kh,n>  imtf  jm|  ^       (||  N^ 

HmSnZl      i  iCmy'       W>  < wh,ch  intf,MUe>  Newark »:  and  on*  out  of 
ttve  in  Chicago  and  Detroit. 


S^ententni  SccurHy  lucerne.  SSI  is  4  needs  baved  program  directly  adirunis- 
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«*)  bv  tfK  federal  government  thai  in  1974  replace  three  federally  assisted  state 
progrU,  «f  financial  a******  for  the  aged.  »*  Wind,  and  those  who  are 
permanently  and  totally  disabled  SSI  provide*  nationally  uniform  federal  benefit-, 
nationally  uniform  eligibility  retirements  (income  and  asseisi.  incentives  for  «ta« 
wpplemenrs.  incentive*  to  permit  federal  administration  of  Mare  supplements,  and 
f»cal  relief  for  the  stales .  SSI  benefit*  are  supplemented  by  about  half  of  ihe  stales 
some  of  whkh  have  elected  10  administer  the  payments  and  thus  have  duplicated 
HHfK  e*is«ng  administrative  structures  There  .*  no  work  rejt.suat.on  W*™** 
for  th.s  program  Maximum  monthly  benefit*  .n  July  1977  were  S266.70  for  a 
ample  and  $177  80  for  an  individual  Benefits  are  adjusted  for  increases  in  cost  of 

''""over  halt  of  all  SSI  recipient*~-and  70  percent  of  aged  recipieitt-also 
weave  social  security  benefits.  SSI  interacts  w.ih  AFDC  in  that  nond.sabled 
dependents  of  SSI  rev.pienls  cannot  be  covered  by  SSI  but  may  be  covered  by 
AFDC 

Food  Stomp*.  The  food  stamp  program  was  published  to  improve  the  diets  of 
low -income  households  and  to  evpand  the  market  for  domestically  produced  food 
Under  the  1964  act  as  amended,  working  and  nonwoiking  families  having  low 
incomes  receive  coupons  redeemable  for  most  food  items  and  certain  other  neces- 
sities at  certified  stores  Pay  menls  under  AFDC  and  other  income  transfer  programs 
•jn  included  as  income  in  dcicrmining  a  household  s  eligibility  for  food  coupons, 
hut  ta»cv  union  dues,  child  care,  medical  and  other  allowed  expenses  are  deducli 
We  Applicant*  must  meet  an  assets  (est  and  register  for  work  as  retired  Income 
ehgibilty  levels  are  adjusted  semi  annually  to  reflect  changes  in  food  prices  About 
50  percent  of  food  stamp  recipients  receive  assistance  under  AFDC  or  SSI  and 
therefore  automatically  qualify  for  food  stamps  If  a  family  receiving  AFDC 
pencils  and  food  stamps  increases  its  income,  both  its  AFDC  benefits  and  its 
jltotment  of  food  sumps  will  be  reduced  An  estimated  16  3  million  persons 
received  food  sumps  on  March  I.V  I97M  State  and  local  governments  administer 
(his  program  fo'  the  Department  of  Agriculture,  (he  total  cost  of  which  in  fiscal 
IM7U  was  S5  (t2  billion  The  federal  government  pays  all  benefit  costs  and  50 
percent  of  the  administrative  costs  ol  sute  and  local  governments 

MedknM.  This  program  is  the  m»*st  costly  and  ihe  fastest  growing  of  ilie  public 
assistance  pnnrrjms  (t  was  established  in  1^5  a>  a  i««nily  funded  federal  slate 
program  under  which  si  -tes  publish  henefil  levels  The  federal  share  of  payments 
to  providers  ol  mcdicaUare  vanes  Imm  s<>  percent  to  s  *  percent  depcndir.i!  <>n  Male 
per  capita  income  AFDC  and  Supplemental  Security  lns.-nie  .SSh  recipients  in 
paitiupalini!  states  are  automates  elieihletor  Medicaid  it  (ho  meet  stale  in..Hne 
and  resource  standards  I  here  is  no  separate  »ork  icuMtation  fequ.re.iveni 
Thirl\  iwo  Mates  also  receive  federal  support  to  ..ovci  families  ihaf  arc  medically 
nee  V  nhat  is.  (hose  who  are  eligible  tor  AKDC  or  SSI.  for  esample.  hut  do  not 
receive  monetary  aid  under  AFDC  «  SSI  and  *hose  income,  minus  mcdteal 
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Hnfeiwd  4ir  expected  to  e*c«cd  $15  Minn,  in  fiscal  W"""1*  w 
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ai  income  Ihmr  to  families  of  the  unemployed  and.  for  ihe  first  time,  to  ^tesof 
the  working  poor  PAP  imposed  a  work  requirement  for  family  head*  Work 
incentive  pmvision*  would  allow  the  family  to  keep  the  fir*  $60  earned  each  month 
Mi  50  percent  of  that  earned  in  excess  of  $60  up  to  a  limit  based  on  family  size.  By 
making  two-parent  f  amilics  eligible,  the  plan  attempted  to  lessen  the 
d.-se rtiim .  thought  bv  many  tobe  inherent  in  the  existing  welfare  program  The  FAP 
pnwmal  passed  the  House  in  1970  and  1971  but  failed  to  win  acceptance  in  the 
Senate  "  Sen  George  S  McGovcm  (D-S.Dak  )  advanced  a  "universal  demo- 
grant"  proposal  during  his  1972  presidential  campaign  to  provide  a  family  of  four 
with  54.000  regardless  of  the  famrry  s  income  or  assets.  "  In  1974  a  subcommittee 
.if  the  Joint  Economic  Committee  chaired  by  Rep.  Martha  W.  Griffiths  <D  Mich  . 
I955_I975)  developed  j  plan  for  combining  cash  allowances  and  tax  rebates  that 
drew  on  the  concept  of  negative  income  tax  and  that  would  have  replaced  ArDC. 

food  stamps,  and  SSI  ....  „ 

During  h.s  IM7f>  campaign  for  the  presidency  Jimmy  Carter  called  the  welfare 
astern  an  msutt  to  those  who  pay  the  hilt  and  those  who  honestly  need  help  ~  The 
welfare  reform  plan  unveiled  by  President  Carter  in  the  95th  Congress  departed 
trom  h.s  earlier  determination  that  the  new  system  would  have  "no  h.ghcr  init.al 
cost  than  the  prevent  sterns"  and  called  for  employment  and  training  programs 
«SX  K  hilhon).  cash  assistance  (520 .2  billion),  earned  income  tax  credit*  iSI  5 
hHliom.  and  emcrcencv  assistance  block  grants  <S0  6  billion)  These  proposed 
programs  were  to  supplant  AFDC.  SSI .  food  stamps,  and  certain  other  programs  at 
jn  estimated  cost  of  531. 1  billion  An  upper  tier  or  benefit  level  was  to  provide 
benefits  for  tb*>se  not  expected  to  work  and  a  lower  tier  was  to  pay  a  lower  benefit  to 
famil.es  expected  to  work  The  plan  called  for  ilie  creation  of  up  to  I  4  million  fobs 
and  tfam.ne  sl.vts.  about  43  percent  of  wh.eh  w.*ild  be  taken  by  AFDC  recipients 
representing  about  2«  percent  of  the  AFDC  case  load  This  and  other  bills  tor  the 
reform  ol  welfare  tailed  to  be  enacted  in  the  ^th  Congress 
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The  Administration's  1979  Proposal  for  Reform 

V*  I97»  welfare  reform  proposal  would  be  implemented  through 

*d  S UIJK  ^  ******  °»otUmkK*         197y  (H  R  4425 

Social  Welfare  Reform  Amendments 

f?  miminiitnTf  >aw  «o  otaWish  a  national 

IkS!?  ^  AFDC  <"*  *****  stamps,  for  welfare 

dl'  ;f!^L        y  ?  fOUr  wouW        to  »««  welfare  families  in 

t^™™^  WhCTC  ,hC  minumm        <*  in  AFDC  and  foTLan  p 

benefits  coined  ,>  less  than  65  percent  of  thirty  MandaTlVcuS 
IW  far  wc.fa*  ^stance  to  two-pa™,  fanX  wim  a^Zpfo^^ 

£JF  I"1  """'I*  »"es«td««  ^strtct  of  Columbia  wcHiW^manoa^  . 
for  all  *™*ct™lti  the  form  of  an  AFDC  unemployed  parent  progr^FDC 

(  wL^l:^!^^  »S'**~  "»*"  *e  pnnc^earn^,^ 
<  whether  father  or  mother,  .,  unemployed  The  current  rule  of  mcligiwlijy-^nhe 

be  lted  for  u^prT^ 
earning  less  than  a  fig**  set  by  regulation,  tested  to  be  SM>"  Z^^Z  Z 

fevel  because  it  appnn.males  the  wages  a  full  time  worker  w<wH  earn  if  patd  at  the 
minitmim  wage.  The  princtp*  breadwinner  would  no  longer  b*™  oTutZ 
plowed  for *my  days  for  the  family  to  be  eligible  for  *JL* T  AiLV^  ' 
cmdd  «riU i  d|ff«em  benefit  level*  for  AFDC  ami  AFDC  L  P  JJSE  t£ 
programs  would  have  to  meet  the  national  mmimum  ,n  benefits  TZ^  i  F 

Tl         ?*«!*,Mn>  i0 «™  *      or  training  opportun^  ^ 

not  available  for  the  principal  breadwinner  Vt~»wn>  wxs 

c„^Jr^  ^  T"  Credit  <EITC>  HouW  be  lev.^d  to  increase  the  ta<« 
£Z7£7n  r  ^™  W  *  sc,  a  new  nmJ^tfiS 

However,  the  EfTC  wouW  not  be  avatlable  to  families  of  wage  earners  hoWin. 
public  serv.ee  empfoymen,  funded  in  who*  or  M  par,  by  CETA  The  J^EX 
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Wkvcs  that  the  rcfiindaWc  credif.  averaging  about  $3 10  for  earners  tfWf**** 

Dnw«f*cl6f  f-hc  current  rule  that  precludes  eligibility  tor  EITC  if  AFDt  benefit* 
-Xceed  earned  income  would  be  dipped.  —  «hu>  more  *«**^™"£°Z 
eSe  for  the  EITC.  In  the  computation  of  cash  payment*  under  AFDC.  the 
an***  of  *e  refundable  EITC  would,  however,  be  c-onsidered  income  to  the 

welfare  family  Kt 

The  current  50-50  maichinf  fund  program  for  emergency  assistance  by  Mate* 
to  low  income  family  in  the  event  of  civil  disorder*,  natural  disaster*^  unusually 
iTfrtMb.  and  .he  like  would  be  replaced  b>  a  S2U0  milium  block  grant 
™SLn  Out  would,  it  .s  hoped,  provide  federal  funding  for  emergency  assistance 
Heltons  and  not  JUs,  the  present  twenty,  food  stamp benettt,  wouWbe 
cached  out  tor  elderly,  blind,  and  disabled  persons  who  rece.ve  SSI  benefits  and 
who  air  not  part  of  a  larger  household 

A  sencs^  changes  would  reduce  Mate  to  state  lispanties  .n  treatment  of 
welfare  applicants  and  recipients  as  well  as  errors  and  waste  .n  the  welfare  progranv 
A  new  lowK-ncfil  income  disregard  would  be  established  10  improve  the  lot  of 
welfare  recipients  m  low-bencfi.  states,  that  ,s.  certain  £  £ 

counted  hi  w.wld  be  disregarded*  in  determining  the  amount  ot  benefits  tor  the 
family  In  I  WO  and  P*T  dm  disregard  would  be  available  to  fam,  Ites  m  sta.es 
who!  benefit  level  docs  not  equal  65  percent  of  the  poverty  threshold     In  W_ 
and  subsequent  sears  the  lowbenetii  disregard  would  apply  to  I states 
*  whose  benefit  level  does  no.  equal  75  percent  of  .he  poverty  .hreshold  rather  han M 
percent  Definitions  of  income  and  assets  for  the  AFDC  program  would  be  stated  ,n 
federal  law  and  .hereby  would  reduce  sanations  in  ireatmcn.  trom  Maie  to  state, 
These  definitions  would  follow  those  employed  in  .he  food  s.amp  program  ,n  part  in 
order  to  .mprove  comdination  be.ween  these  .wo  programs  A  standardized  work 
expense  deduction  of  20  percen.  of  earnings  would  .as  ,n  the  food  stamp  program 
replace  itemized  workexpensc  deductions,  which  cars  among  sta.es  AcniiU  child 
care  costs  up  to  a  maximum  of  Slot)  per  child  per  month .which  does  not  match  the 
deduction  m  the  food  s.amp  program,  would  be  deductible  by  <™  ^™ ,jm^ 
Stepparent  income.  which  would  be  .reated  undorn.lv  throughout  the  country. 
wJnTbe  consHlered.  af.er  allowance  tor  cer.a.n  set  a>,dcs  to  the  stepparent,  in 
arriving  at  benefits  payable  to  a  welfare  child 

The  current  workineen.ive  earnings  d.sre.ard     S<0  and  one.h.rd  of  the 
welfare  fam.lv  s  remaining  gross  monthly  income  w.hiU  be  replaced  w.th  an 
carnmes  disregard  of  S70  and  one  th.rd  ot  the  remaining  income,  net  it* 
standardized  work  deductum  and  the  child  .arc  allowance  Contrary  to  presen 
practice  the  wo*  incent.ve  earn.ngs  disregard  —Id  he  applied  both  during  init.a 
diflNlMs  screemne  and  in  the  con.pu.atH.n  ol  benefits  -  as ...  av„.d  the  anomaly  of 
woriong  families  drawing  AFDC  payments  .hating  mucascd  their 
mit.al  elig.bil.lv  was  established)  while  families  ot  equal  inoane  and  c.rcumstances 
fel  ,he  initial  screen  "  All  states  would  base  their  benefit  level  determinations  on 
retrospective  monthly  income  accounting  (except  tor  the  tmlial  welfare  apphcatmn. 
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7*™*™ P«*P".f *e e^imaics of  family  finance*  This  method  ,s e«pecte«l to 
^*e«r  of  error,  and overpay men*  and  to  remove  •ncl.g.blc  famil.es  from  (he 

^  ^t^r  "K'"de  P1" raU  sh*in*  '»*  »»  >M.er  and  when 
an  AFDC  child  lives,  w.th  non-needy  nrlat.ves.  e*tcns,on  of  benefits to ihe  pregnant 

bWf/i,>  P^**»™« «  W,.s  for  Le  who.  in 

order  to^hfy  for  w*|fa«.  have  disposed  of  valuable  .esources  at  lew  than  full 
value  w,a,m  two  yean  of  appl**,™  The  secretary  uf  HPW  would  be  givTiKw 
«*o»,  to  evtabl.sb  allowable  co*.  of  state  admim«n,,„,n  and  uniform  r«£X 

'Z^S'J^^  ,,KC,,,,Ves  WWUW  *  P""*"  »  -coTrage 
^21^        Tmfed      pr°CM$,n?  s>slem-  ft»  operation,  and  to 

nvlement  improved  and  mnovat.ve  adm.mstrat.ve  technique*.  Prompt  determ.na- 

Z£^££2     i  «       -  **.  eheetl  wooW £ 

they  wo«»d  he  reared  to  report  promptly  informal  affecting  el.g.hility  and 

wouU  Pf0mP<  rCpUcmCn«  u»        ■»«  ***         SSI  checks 

thev  iTXTT  ^^^^  *  ■*■*•«  to  the  Un.ted  States  unless 
d*y  proved  assurances  that  they  would  not  he  welfare  subjects  w„h,„  five  vears 
ml  furntshe. Un  agreement  by  a  sponsor  capable  of  pros, d.ng  support  that  ^  w^ 

SZTS^t*  ™  T*™*  ^  a-8rttfn™  *™W  be  en  Jeable  in  a 

™Z  'mm,g?m  iH  "*  **»  "*  »«<™*  general  could 

Z2!  ™  iT^  <hC  ^^g^^         »hu-h  .he  head  of  the  welfare 

IS? ,term,na,,afl  <Tf  r*tm  pa>  wm>  ^ wt  ^  *  ^ 

SrSH  ,  g  W  ^P'^"^         he/she  undergoes  cou01el,„. 

Sta^s  could  take  approbate  actwn  m  such  cases  w nhm  ,hirt>  days  rather  ^  J. 
presen  suty  days  Traming  or  en.ployment  could  not  be  refused  forwTJnl 
PM,far  k.nd  of  ch.W  care.  ,f  appropn«c  chlU  VJK  >cfvices  ^  .J^J  (*hc 
provsmns  «<n,U  f^l.tate  coordmafKm  *,rb  the  WIN  and  (  m  £ Z  m  ^  and 
states  w.H.Kf  base  to e^fabl,^  a  separa^  adm.nistraf.ve  un„  ,„ 

fitr  Af-IK  but  nor  drawing  cash  payments 

lit*  Work  s\U  Trumv,  <)pp,,kii  si,,is  A<  i 

Th«s  proposal  w.^ld  amend  the  Om.prehens.vc  Kn.pl,,, „*„,  Jnd  training  Ac.  hv 
making  m.m.r  change*  m  et.sf.ng  law  and  by  adding  a  n,*  par,  h  „,  H  of  the 
^ute.  under  .M  federal  funds  wouW  pay  f,.  So  pcrc/h,  o,  staf    ob  se  15 
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jssntmce  programs/including  current  WIN  activities.  Eligible  adults  in  family 
with  AFDC  children  would  participate  in  an  eight-week  sUtt  jobseareh  program 
fur  placement  in  unsubsidued  jobs  in  cither  tlx  private  or  public  sector  Principal 
carner>  of  families  who  are  unable  hi  find  job*  after  eight  weeks  and  who  have  not 
refund  a  go.*!  fimh  job  tor  unsubs.d./cd  employ  ment  without  cause  would  enter 
a  federally  subsidized  work  and  naming  opportunities  program  carried  out  by 
CETA  prime  sponsors  and  wtnild  he  paid  while  undergoing  training  or  while 
pcrf.wmmg  work  in  subsidized  work  slots  Attempts  to  pbec  these  person*  in 
unsubsidized  employment  would  continue  Publicly  funded  or  subsidized  employ 
ment  would  terminate  at  (he  end  of  seventy  -eight  weeks  la  year  and-a  halt)  and  the 
participants  would  reenter  the  |ob  search  assistance  program  tor  eight  weeks  of 
active  job  search  hebtfe  they  would  he  eligible  again  for  a  federally  subsidized  job 
or  training  position  tinseling  testing,  child  care,  health,  rehabilitation,  rente 
dial,  and  other  supportive  services  would  be  offered  to  enable  those  partic:paung  to 
accept  or  continue  in  unsubsidi/ed  employment 

Refusal  of  a  u.hkI  faith  («*>  offer  would  not  be  without  cause  '  if  the  job  pays 
less  than  the  federal  minimum  wage,  the  state  or  local  minimum  wage,  or  the 
prcvail.m!  wage  rate  tor  persons  emploved  in  equal  work  by  the  same  employer  in 
the  same  "establishment  I'nder  standards  set  in  regulations  refusal  of  a  good  faith 
job  offer  would  also  be  eicused  for  an  only  adult  in  a  family  with  one  more 
children  under  seven  vears  of  age  it  the  job  makes  it  impractical  to  obtain  suitable 
child  care,  or  such  refusal  would  be  excused  for  an  only  adult  in  a  family  w,ih 
children  aeed  seven  through  thirteen  .t  the      makes  it  unpractical  for  the  adult  to 
be  »"-.ne  dunne  hours  when  the  child  .-r  children  are  at  home  without  suitable  care 
An  individual  w.tuld  not  have  to  accept  a  |ob  of  less  than  tour  weeks'  duration  or 
ooe  that  is  made  available  beeiuse  of  a  sinke.  lockout.or  other  labor  dispute  Ol  the 
federal  ftj/ids  ava.lable  to  canv  out  the  pioeram  of  trans.tional  employ  ment  oppor 
tuntttcs  tor  the  economically  disadvantaged.  62 .5  percent  would  be  all.vatcd  to 
public  service  employment  tor  principal  earner  m  families  w.th  children  eligible 
for  \f-IX  and.  in  certain  cases,  recipients  ,.t  general  welfare  ass.stjnce  funded  by 
the  states  Estimated  w..rk  andtrammi  placements  v*  ill  be  d.scussed  in  the  section 
t>n  Employment  U*  Poor  Families 
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Issues  and  Arguments 


Comprehensive  versus  Incremental  Reform 

2T^n?^      a;anC,yr°f  "»""»•  C»"  fw  ^.Sl*. vc  action  F.ra 

r^l,  ^  fa"  bctweCT  l'f  of  chc  various  programs 

and  so  do  nor  reee.vc  assistance  Carol  luckcr  Foreman,  ass.stam  sec^Tof 

Advoca^  of  reform  charactemc  .he  current  welfare  program  a*  ant.fam.ly  *„h 

welfare  ^,rm  should  dimmal*  poverty.  more  ,han  1 1  percent  of™ 

poverty  tevel  Wfork  incentives,  it  is  said,  arc  lacking  because  welfare  benefits  for 
U*  family  bead  who ootams enjoyment  ate  reduceS  a,  mcome  < 
leave,  Itttlc  net  gam  fmm  lUc  wot*  effort .»  Some  welfare ^cfiT  ?  JSJ? 
*r  to*  entirely  ,f  me  head  of  the  household  work,  mo*  thanTceln  l^tr 
^,r"f «-ncft.  for  ^  ^0^^ H^T^ 
entirely  .ncome  exceeds  a  certain  level  Thus  strong  incentive,  in  the  present 
»y«cm  allegedly  work  again*.  .he  goal  of  elunmaung  p. 'ertv  FurSe  ,  „  S 

"T?  V"*  ^  >h°**d  **  btock  P™*  ^'Himed  f«  41 .  *  pcrcenVoTpoor 
.nrnviduaj*  ,n  .975  but  77  p^cn,  of  me  pervsten.lv  poor  •  *  G.ven  Set"  fjZ 
poftntta.  of  so  n«ny  of  me  persistently  poor  and  the  dLenuves  iTj^SEZ 

can**  find  jobs  that  will  pay  mote  than  me  welfare  hencf„s  they  can  obtam  wXt 

Some  advocates  trf  comprehens.ve  rehfm  contend  .hat  the  lCv«|  of  support 

hut  OK  cumrni  sy^em  pros.de>  vumIv  d.tteren,  IcvcU  >,«  bcW.r  ,n  d,ftc«n^ 

cTJsslllBud^or  ^  ^  We,fare  ,VPC  ,wh  ^ 

Congw^wnal  Budgei  Office  compuut.ons  are  cited  to  *h..»  ,hat  even  .lie,  varunis 

transfer  payments  and  m-kind  henefits  are  coun,ed.  .  ,,„(((CJ„,  ^Z^Z 
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persons  still  do  not  have  enough  resources  to  bring  them  above  the  poverty  level  SH 
Same  clwrortul  the  maximum  in  AFDC  and  food  stamp  benefit  for  a  f  amily  of  Uw 
person*  yieM*  enough  benefits  to  put  the  family*  income  above  the  poverty  level  in 
onty  five  stale*  Administrative  o\ctUp  ami  inefficiency,  which  arc  said  to 
characterize  the  preset*  system,  allegedly  prevent  taxpayers  from  getting  full  value 
for  their  money,  and  forve  those  who  need  aid  to  negotiate  a  bewildering  array  of 
programs  when  seeking  help  It  is  further  argued  that  administrative  inefficiency  ro 
the  current  welfare  system  produces  such  a  high  incidence  of  error  and  abuse  th  it  mi 
orc;  pUnning  a  coherent  welfare  system  would  have  chosci  'he  mode!  we  mm  hav  e 

Advocates  of  major  reform  believe  that  a  welfare  system  should  combine 
adOMitstntfivc  functions  in  a  single  unit  wben  possible.  Structural  simplicity  is 
thought  to  be  important  because  it  would  enable  both  administrators  and  recipients 
of  benefits  to  understand  the  system  In  this  view  all  significant  government  welfare 
programs  should  be  merged  in  a  new.  comprehensive,  one-step  welfare  system 
Some  advocates  of  comprehensive  reform  propose  thai  welfare  be  federalized  to 
streamline  delivery  of  benefits,  relieve  state  and  local  governments  of  financial 
burdens,  and  achieve  economies  of  administration  that  arc  not  possible  with  the 
present  loose  and  varied  system. 

On  the  other  hand,  substantial  numbers  support  the  view  that  fundamental 
reforms  in  the  structure  of  the  welfare  system  are  not  needed,  Son*  who  would 
ralhcr  make  incremental  changes  prefer  that  the  slates  clean  up  the  system  by  means 
of  legislative  and  administrative  changes  lhat  would  reduce  cheating,  traud.  and 
,  administrative  ci>sts  In  this  view  states  should  be  free  to  experiment  with  various 
work  requirements  and  benefit  structures  and  to  develop  programs  that  sun  iheir 
oft/ens  and  the  needs  of  their  low-income  families 

Others  who  favor  incremental  reform  raiher  than  comprehensive  reform 
contend  that  welfare  is  already  more  reformed  than  most  people  reali/e  and 
therefore  major  reform  is  not  needed  They  cite  Richard  Nathan,  former  assistant 
director  for  human  relations  programs  at  the  Bureau  tit  the  Budget,  who  argues  tlui 
rapid  growth  ol  rhe  food  stamp  program,  tor  example,  has  narrowed  significantly 
the  interstate  differences  in  overall  benefit  levels  1  Still  other  critics  of  compii-hcn 
sive  rcfor m  say  that  data  on  the  poverty  threshold  used  to  support  the  need  lor  maior 
changes  in  welfare  fail  to  include  the  in  kind  transfers  already  heme  made  to 
families  For  example,  one  study  cited  shows  that,  if  in  Kind  transfers  are  factored 
mto  poverty  revd  data.  Census  Bureau  figures  understate  the  incomes  of  those  in 
the  lowest  fifth  of  the  population  in  earnings  so  thai  the  average  poor  lamilv  m  H7,1 
allegedly  had  an  income  30  percent  above  the  poverty  line  Another  sUidv.  it  is 
argued,  showed  that  counting  in-kind  Iranslers.  jJiusnne,  lor  the  under  repot  fine  of 
income,  and  allocating  benefits  by  program  and  household  s./e  indicated  onlv  * 
percent  of  Americans  were  poor  in  l^7s  "■  rho%c  who  oppose  federalization  ol 
welfare  arirue  that  Mate  and  local  delivery  system*  arc  in  place  and  delivering  A 
"massive  shift  to  federal  administration  would  create  chaos,  displace  state  and  local 
workers,  and  delay  replacement  of  lost  checks  and  the  prov  ision  of  iHher  scrv  ices  A 
federalized  svstem.  in  their  view,  would  be  less  responsive  and  sensitive  and  wouW 
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reaJ  difference*  in  living  com*  from  Male  lo  Mate 
Defcndm, .heir  approach  on  pragma.*  grounds,  advocafcs  "I  increment 
fc  TI       aHnpfChem,VC  refwm  Proposals  *«mg  bencf,.  levels  h,eh 

coflMdcird  too e*pcn«ve  by  ma«y  pohcy  maker,,  particularly  ,R  v,ew  of  the  current 
budget  crunch.  On  .he  other  hand.  low  federal  benefit  level. will  no,  be  sTsratZ! 
to  mo*  groups  Coring  comprehensive  reform  High  benefit  reduoon  ra.es  are 

^HaZ^T™*  d,Mncen,,vc  «°  """"f  recipient*  ,n«o  products 

cmptoymem  and  a  Mrong  reason  for  reform.  Hoover,  lowering  benefiTreduc.  on 
10  CrKot,^c  •**  ~k,ng  l<ads  «o  .he  eucnsion  of  ca.sh  benef.ts  ,o  tbo^ 
ZEE!??*  ,hc  «*>v*rt>  makes  the  new  system  more.e,pens,ve 

than  before  and  thus  unacceptable  to  many  Advocate,  of  the  .ncremenul  approach 

SZZ7J„  «  J  rt  ^  *"*  nHlfh  '*  ^  «**  -*  '"us  would 

thwart  reform  efforts  The  incremcmal  approach.  „s  advocare,  argue.  ,s  much  J 

likely  «o  succeed  for  ,«  recogn.m  .ha.  res.ructur.ng  ihe  welfare  system  ,s 
mtfm  »k».  ,„  dependent  on  economic  growth  and  development,  opportunme,  ft* 

ZTSTitt?^  rr ,,ng  •wk- "*  c,"n"w,w" 

which  Ihe  welfare  problem  cannoi  be  solved 

Uniform  Mimmlm  Btstur  Lrvn 

W  advocates  of  a  uniform  bencfi.  level  contend  that  all  welfare  benefiis  should 
be  subMamndfy  «„,fW(t)  mrougbou,  |hc  ^  aT^W  ^  woT^ 

much  njore  in  New  York  City  man  ,n  ,me  of  .he  soud*™  Ma,"  S^*v22£ 

AecoMtrf  hving  from  Male  Co  Mate.  «hey  add  Pmv.swn  of  adeoua* c^ZZ 
^gh  c^ehensive  reform  by  cavhing  ou.  ,n-kmd  a^^^T 

m  which  the  poor  are  reared  to  obta.n  goods  and  services  Thiv  wZutvM 
headline,  abnu,  family  with  good  >neomn  rfCcmng  wlfafc 
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tumtwds  m  said  »  be  less  difficult  to  admmisiet  and  emier  to  understand.  The 
^ability  of  some  states  »  tome*  larger  bemef*.dkm»nm  than  are  paid  now  can 
be  *xrected.  n  b  argued,  only  by  a  federal  floor  for  benefits  While  recognizing 
that  living  costs  differ  in  various  mem  of  me  country,  propone**  of  nationally 
umform  nsmumim  benefits  insist  that  cost-of-living  differences  simply  do  not 
-ottfy  the  current  disparity  »a  payments  from  state  to  state  Benefits,  they  claim, 
v^ry  considerably  mote  man  accessary  for  cwt-of  livrng  differences,  as  shown  by 
tablet  JohnT  Dempaey.  director  of  me  Michigan  Departwcw  of  Social  Servw  v 
noted  mat  variations  of  SM»  a  month  in  welfare  benefits  could  be  found  between 
adjacent  stales  and  that  the  greater  benefit  could  be  bud  by  crossin*  a  ro*  « 
separating  «he  states  "  Those  who  favor  a  relatively  uniform  mmumirn  benefit  level 
tamer  man  overall  uniformity  or  a  cotupktcly  federahied  benefit  system  contend 
mat  the  adrmnistrntjon  s  approach  is  politically  feasible  whereas  the =  other  ap- 
Moachcs  are  unattainable  As  to  variations  in  living  costs,  it  is  noted  lb*  the 
Hciixman  Commission  found  thai  each  re***  of  the  country  ha*  one  or  more  high 
cost  areas;  the  adtntntsttwion  s  proposal  takes  this  into  account  by  permitting 
benefits  to  vary  for  up  to  si*  levels  of  living  costs  within  a  state  *  the  option  of  the 
state  "  However,  varying  the  minimum  among  the  states.  M  »  argued,  is  neither 
polnkalry  feasible  nor  practicable,  for  there  are  no  reliable  national  measurements 
of  differences  in  die  cost  of  living  " 

Some  critics  of  the  current  wide  variations  in  state  benefit  levels  agree  with 
President  Ninon's  assessment  that  differences  in  the  amount  of  welfare  payments 
among  states  have  lured  thousands  of  families,  unprepared  for  both  city  life  and  city 
»bs  into  already  overcrowded  inner  ernes.  It  is  argued  that,  when  the  Supreme 
Court  on  constitutional  ground*  voided  the  oncycar  waiting  rc^irrmcnt  for 
welfare  benefits  in  certain  states  *  high  benefit  states  were  unable  to  protect 
themselves  from  migratory  welfare  families  and  greater  uniformity  of  welfare 
benefits  from  stale  to  state  became  a  necessity  One  group  ha,  claimed  that  a  major 
cause  of  the  urban  crisis  is  that  between  IW  and  1968  southern  states  shifted  - 
one  tenth  of  the  nation  s  welfare  load  to  urban  communities  »  Advocates >  of  a 
national  mmirnum  benefit  level  argue  that  if  m,s  statidatd  is  iiot  too  tow  it  could  help 
reduce  the  incentive  for  the  poor  to  migrate  to  overcrowded  city  slumv 

Those  who  oppose  a  national  standard  for  »  minmwm  level  of  benefit*  contend 
that  the  primary  reasons  for  variations  in  welfare  benefits  am««g  states  are  differ 
Zel  Nvtng.  and  me  entudly  important 

Jiving  and  the  cost  of  living  Therefore,  it  is  argued,  federating  the  benefit  level 
wouM  be  moving  eiactly  in  the  directum  because  onl)  the  slates  cai i  *•£ 
their  regional  costs  and  thereby  determine  benef..  levels  appmpriaie  10  the  tfyleof 
hTmg"5  then  cmrens."  No  one.  it said.  knows  -High  ab.ni.  the  ca^of^ 
armedies  far  dependency  to  warrant  meting  .o* ,rd  a  uniform  program  ^mcm^ 
of  the  pri^vX-ioiul  standard  areue  mat  a  sundanl  high  enough  for  New  York 
Ciry  JuuM he  unsuitable ,n  the  rural  Sou*, and  a  benefit  level  high cnoughfoMhe 
Soil,  would  be  metuungfess  m  New  York  Gjy  »  Omer  such  differences.  *ey  note. 
cX  seen  in  census  data  showing  that  the  median  income  of  a  family  in  NUrytand 
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TABLE  I 

Cumcnt  Maximum  Benefit  Uveu  km  a  Famiiv  of  Foi/t  <I979> 
<fcmty  kvd.  fonty  oT  torn  -  S7.WQ) 

-   ^V*W  Hat 

i£?   Jwy,  Tool 


AFDCUF* 


J  £"■»  6352  1.332  7.884 

2.  Vermont  5.724  g|6         6  540 

3.  NewVwt  5.712  816  6  528 

4.  Mktofm  5.640  840  6.480 

f-SSS  54*  «»  6.384 

ft  WMfcogiM  5.268  948  6.216 

7.  Onpsa  5.124  996  6.120 

8  Mnwoou  5.088  1.008  6.096 

in  Sn^**  5J0°  **  6.096 

?  5.076  1.008  6.084 

I  MauadpKm  4.752  1.104  5.856 

3  5.400  1.896  7.296 

\**"t«*y  4.488  |.|88  5.676 

6  SSL  ^  4  488  '-'88  5.676 

7  ££L  4  440  Lm         5  640 

8  MS  »•»  5.640 
o  ST  .  4  392  '-2,2  5.604 

In  4320  '  236  5.556 

J?  •K*W"1.  4308  '236  5.544 

A  SHW1"*  4J52  L284  5.436 

22.  SomA  Dafcou  4.080  1.308  5.388 

23 .  IHmoM  3.996  1.332  5.328 

s^r  i-ti2  ,j44  5j* 

Z5.  Maine  3,768  \  404  5  172 

2».  DW-  ofCofambU  3.768  t.404  $J72 

2  3-7w  '-416  5.124 

30.  ^oming  3.66O  1.428  5.088 

32   DcW  3.444  l  500  .  4.944 

"  3.408  1.512  4.V20 

M   1^  33,2  ''536  4.848 

£  3-M0  '  536  4.8.36 

36.  MM?Und  *-204  1.572  4.776 

S  S£T  3  072  '-608  4.680 

38  Wr*  Vuj.nw  2.988  1.632  4.620 

39.  Kentucky  *2.820  1.680  4  500 
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TABUS  I  (coonmied) 


fW  Has 
 AFDC  $hmp*  filial  AFDCL'F* 

40  New  Mouco  2,748  I.W   '  4.452 

41.  An***  2.544  L*f  * 

42.  North  Carolina  2.400'  J.8I2  4.212 

43.  Florida  2.352      '    1.824  4.  76 

44.  Ata»                     2.256  1.860  4.116  . 
45  Louisiana                     2.064  ,  1.908  3.972 

46*  aST                    1.776,  2.004  3 1.JJ 

47  Georgia                        1.776  2.004  3  780 

48  Tennessee                    1.776  2.004  .  3.780 

49  T«aT^  1.680  O2.028  3.708 
50.  South  Carina               1.488  2.088  3.576 

51   Mbsiswppi                   1-440  2.100  3.540  


Smum-e  U  S  Department* Health. E*w4^.«i4Wrtf«e./'rr.iA'wCWw  ♦Pr^-w/ 
^  »W**r,  Rtfurm.  May  23.  1979  (revised  June  6.  IV79).  p  -24.  Table  I 


if  almost  double  thai  of  a  family  in  Mississippi  M  Selling  a  national  standard,  it  is 
claimed.  would  lead  to  constant  prewiring  of  the  president  and  .the  national 
legislature  to  raise  the  mmi'mum  to  one  appropriate  for  states  with  the  highest  costs 
of  living,  for  welfare  activists  allegedly  influence  the  president  and  the  Congress 
n»tr  iradity  than  they  do  the  governor  and  Mate  k-jj.sUurcs  who  arc  close  to  the 
people  and  know  nek  tax  butdens  and  needs  best  Itwny  event .  food  stamps  help  to 
level  off  differences  in  AFDC  benefit  levels.  The  issue,  it  is  asserted,  is  not  the 
dollar  worth  of  a  child  but  what  it  costs  lofeed.  clothe,  and  house  the  child  n»a  given 
area  relative  to  style  of  living  in  the  commonly  It  is  argued  that  migration  to  the 
mner  cities  was  not  due  to  higher  welfare  benefit  levels  but  rather  to  the,  attraction  of 
better  wages,  schools,  housing,  and  social  services  ,;  A  Rand  elation  study 
concluded  dial  evidence  fads  to  demonstrate  that  variation*  in  benefit  levels  have 
promoted  migration. "  ' 

The  admitmtBitwn**  proposal  v*  a  standard  minimum  bene  til  level,  ami 
mandated  coverage  for  unemployed  two.parent  lamilics  and  'single  pregnant 
»tmKfl  r-presents  a  giant  step  toward  greater  federal i/ation  ol  the  Holtare  s>s.em. 
according  k»  some  critics,  and  the  installattiHt  of  a  guaranteed  annual  income  thai 
will  only  perpetuate  me  well**  svndmmc  "  These  enlus  also  clam,  that  negative., 
income  tax  experiments  show  that  a  guaranteed  income  results  in  less  work  by 
family  members  (sec  the  section  below  on  employment  lor  Poor  Families*.  Sen 
Russell  B  Long  ID-la  >.  one  of  the  sis  cospomors  of  the  block  grant  alternative. 
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J^'^^JZ^  to"™"***™*****  complete  federal***,  of 

welfare  "f0Cm  who  P1*'"  fc*nd.iaoon  of  Hie 

**  m,mnH,m  benefit  bccau.se  they  fear  Ih. 

floor  mny  free«  W«,  at  low  level,  and  thus  Nock  futureTL^L 


Aoeyt^cv  of  Benefits 


A  significant  issue  in  the  continuing  welfare  debate  is  it*  ^  t.  r 

;  VT^  1*1  f JI","on^m,,ws  <44  »***•*  of «»*  current  AFDC  caTSS 

™™j  «.  f*1     ™P*»**>n  of  EITC.  (The  adequacy  of  the  iota  rnnULL_  JZZl 
•dminBtratioos  proposal  will  be  treat*  inlt^Z yma*lr* component  of  the 
.  .  ^"v™**  wim  vc  created  to  the  section  on  Emolovimni  fr»  bw 

The  prtnopal  thrust  of  the  adntinisnW,  imtiativc  fo7,ncre«ed 
benefits  .»  the  universal  minimum  benefit  cakuhted  at  65  ZJZ^TZ  ? 

^  «*cs  Wing  the  ^  „  bS^CTS^^^i?! 
nnHron.  b**ny  the  low-bcoefi,  dasregnrT  nure^^  ^H.*/4 
famdiesm  the  thirteen  sote«n^WH^i!ILri^^  ««•««"*  «*ome  for 
«~  *  ^.^p^^^^^^n^  1*2  ^ 

1**  I  Mm!,  iter  UmOmVmZTmSi  Si!"  '"^ 
»^fcl^  0*«  prognMMMbc  chaves  would  fetle  15!?"- 


»  **  Steven  income  (discussed  h,  TTLT^'  SiTTr  fK? 

' »m.K.  whose  mcomes  prevent  them  from  qualifying  for  AFDc3*Z"^ 
cannot  now  deduct  the  wo*  payments  because 

AfDC-L'P coverageTS  J^rL'^  Mmd*"* 

•est.  e.immatm,  £  Z  Z  ^Z'oc^J^l 
benefit  Um,liJs  with T  J~ml    f  *     *  ^  °rt*r  '''l*1'"*  changes  would 

coverage.  ana  me  territories  tfwt  do  not  now  provide  AFDC-UF 

The  admrnntratwo  states  chat  mcreaaed  benefits  remits.  *  

would  amount  »  $203  nu  lhon.  Ex^n^^Tj^^^  ^5** 
wooM  benefit  the  MoriZ.      ^zJT^  oftnedTC  would  cmt  $900 mUboaand 
www  Mm  tne  working  t»w  as  well « tome  AHX:  Mm».  CaNk^M*  «Md 
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suMpt  for  SSI  recipients  who  do  not  live  with  larger  family  wouW  com  $403 
mjjfcon  and  wouW  assist  about  1.3  million  SSI  recipients,  particularly  «mc 
730000  dig**  for  food  stamps  but  not  now  participating  in  the  food  stamp 
program.  The  net  change  in  Medicaid  and  food  stamp  expenditures  due  to  cxpan- 
skm  of  AFDC  may  cost  approximate*  $19  million.  Greater  eligibility  for  AFDC 
beneftts  will  mean  mat  more  families  can  qualify  for  free  medical  care  and  services 
under  Medicaid  and  that  some  families  may  remain  eligible  for  Medicaid  at  higher 
incomes  A  block  grant  program  would  make  emergency  assistance  available  in  all 
Htrtsdictions  that  elect  to  participate.  In  1978  approximately  400.000  families  in 
twenty  states  received  emergency  assistance  funded  under  the  existing  50-50 
Mend-stale  matching  fund  arrangement.  Total  expenditure-*  for  this  assistance 
would  be  increased  from  $77  million  to  a  maximum  of  $200  million  The  increase 
n  benefits  »o  the  average  welfare  family  is  not  estimated,  for  benefit  adjustments 
are  targeted  and  are  not  improved  across  the  board. 

The  administration  defends  its  package  of  benefit  changes  on  the  ground  that  it 
targets  assistance  lo  those  most  in  need  at  an  acceptable  cost  Some  critics  believe, 
however,  that  the  proposal  costs  too  much,  others  contend  that  it  would  provide  loo 
little  in  benefits  The  tatter  contend  mat  the  administration  proposes  link  change  in 
benefit  levels  for  the  most  part  and  that  the  poverty  line  budget  is  one  that,  by 
definition .  is  an  emergency  measure  and  could  not  sustain  a  family  in  good  nutrition 
and  health  for  more  than  a  period  of  several  months.  (See  note  45  for  the  method 
emplovcd  in  calculating  the  poverty  line  budget.)  T)k  poverty  threshold,  it  is 
argued,  amounted  to  54  percent  of  the  median  income  in  1959  but  only  40  percent  in 
1975  which  demonstrates  that  the  poor  are  getting  poorer  in  relation  to  the  rest  of 
me  population.  Thexe  critics  argue  d*  welfare  families  should  not  be  expected  to 
live  at  65  percent  of  the  poverty  threshold"  and  that  they  should  receive  benefits  at 
least  equal  to  the  poverty  threshold  Some  argue  that  the  poverty  threshold  tor  a 
family  of  four  should  be  set  at  one  half  of  the  median  family  income  (which  was 
JK,  009  in  |977)  or  that  it  should  be  tied  to  an  absolute  standard  such  as  the  Bureau 
of  Labor  Statistics-  lower  family  budget  (which  was  set  at  SI  1.546  for  autumn 
19781  Critics  cite  HEW  figures  to  show  that  even  if  the  Census  Bureau  poverty 
•  threshold  is  accepted  as  a  rough  measure  of  adequacy,  welfare  benefits  now  fall  Jar 
short  of  the  mark  .  In  no  state  does  the  combined  value  of  food  stamps  and  the  basic- 
cash  payment  bring  a  family  having  no  income  out  of  poverty  Twenty  seven  states 
are  said  to  have  a  pay  mem  standard  or  a  maximum  benefit  less  than  the  standards  of 
need  determined  by  those  states. '' 

Sen  -Henry  Bcllmon  <R  (Kla  I  has  expressed  concern  about  the  administra- 
nun's  continuing  reference  to  C  ensus  Bureau  estimates  thai  25  million  Americans 
lice  below  the  poverty  level  He-  charges  the  poverts  problem  has  been  exaggerated 
owing  to  a'fircatly  inflated  poverty  count  hemming  from  failure  to  count  in  kind 
benefits  such  as  food  stamps  and  medical  benefits  "  Ls.ng  the  Census  Bureau 
standard  the  Congressional  Budget  Office  (CBOl  has  charted  the  effect  of  income 
transfer  programs  on  the  percentage  of  families  Nnh  lilted  from  and  remaining  in 
poverty  as  follows:*' 
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c  Pwrnv  Threshold 


Income  before  taxes  and 
before  transfers 

income  before  taxes  but 
after  went  insurance 
transfers 

Mcame  before  taxes  but 
after  transfer*  includm; 
welfare  payments  (excluding 
in-kind  inmsfers) 

Income  before  taxes  but  after 
transfers  including  medical 
benefits 


27 


15.7 


11.3 


8  1 


^LTTVr***^  but  nlso  by  overstating  the  cost  of  a  nutrttionaJK 
"  £ZTJH'  Tt^l"  WS  "  COmKfcf       variat.on*  in  need,  hZT^ 
^t^^  «»** This  last  alleged  ^£13* 

Sn^iS^ ^Wto^^^^W|^«lrmtot«ethe^«2 

^**mim*tn*'on  *  proposal  contend  that  because  welfare  beneftts  an  »K-»rfv 
Zm«EL! u  »««e«ti  wiU  only  serve  to  reduce  the 


Btf  AOTM  Of  COVEXAOE 


ir^r* 01   i-5  becn  *■ ca,c^     or  people  *ho  »,« 

g»n  or  lose  *anoo»  benefits  under  the  proposed  program.  Change^wil^w, 

ZfaiTTJl,  y"^r  ""^  ****  **  *  territories^  welfare  families 
Jended  *  «  ongle  parent  may  urease  in  number  from  .V  37  nullion ,  preyed  for 

cmned  by  the  .merpfoy  of  vnnou*  def.mtiom  and  disregards  and  eligibility  to  £ 
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breakeven  income:  in  the  case  ot  the  AFDC.  coverage  will  be  extended  to  pregnant 
women  if  the  woman  and  her  child  would  be  eligible  id  me  birth  of the  tfiiM.  nr mi 
•ddioonaJ  twenty-sia  states  (presumably .  these  ca.se*  are  counted  among  the  60 OHO 
addition..'  smglepare*  families  that  would  be  added  to  AFDC  rollM.  and  ab.H.1 
7)0  000  SSI  families  will  receive  the  cash  value  of  fond  stamps  they  base  not 
ctecied  to  collect  heretofore.  Also,  while  about  5  6  million  families  claimed 
the  EITC  in  1978-for  an  average  benef  it  of  $202  -  the  administration  estimates 
thai  6  million  families  will  benefit  fmm  the  expanded  EITC  -  Emergency  assist- 
ance now  based  on  matching  funds  in  twenty  states,  which  benefited  appro*,- 
mntelv  400  000  families  in  1978.  would  be  available  to  all  states  willing  to 
participate  and  would  be  available  to  needy  families  with  children  whose  net 
l^omeis  more  than  twice  the  poverty  threshold  Thus  .he  number  ot  pctiplc 
benefitting  from  this  assistance  coutd  more  than  double 

The  augmented  coverage  outlined  above  is  criticized  by  some  tor  leaving  oat 
la«e  numbers  of  needy  people  For  example.  20  8  percent  (5  milium)  of  >.nr«c 
person*  and  2  9  pervent  <5»9,00O>  of  couple*  without  children  tell  below  (he 
Census  Bureau  poverty  threshold  in  1978"  but  under  the  administration  s  proposal 
would  not  receive  cash  benefits,  would  be  excluded  from  the  jobs  component  and 
would  be  ineligible  for  the  EITC".  A  poor  childless  couple  can  obtain  AFDC  benefits 
only  if  it  has  a  child  and  if  the  principal  wage  earner  is  unemployed  or  it  the  parents 
separate  so  one  parent  and  the  child  can  obtain  benefits  < me  of  the  main  reasons  lor 
compter  and  inequity  in  the  welfare  laws,  it  ,s  claimed,  is  that  federal  funds  are 
available  only  to  people  in  certain  categories  even  though  some  in  other  categories 
may  be  equally  deserving.  These  cntas  argue  that  categ.mes  should  be  ignored  in 
favor  of  income  level  in  determining  AFDC  eligibility 

Although  the  administration  sough,  to  extend  coverage  to  childless  couples 
and  individuals  m  the  Better  Jobs  and  Income  Plan  (BlIPi  submitted  in  the  95th 
Congress.  ,t  has  advocated  an  incremental  approach  rather  than  full  «^««*"" 
,n  the  96th  Congress  because  of  its  concern  for  costs  ot  the  program  and  the  belief  ol 
some  of  its  strategist***,  while  modest  reforms  can  be  obtained,  comprehensive 
reform  would  fail  to  win  approval,  as  „  has ...  the  past  The  present  welfare  proposal 
,t  is  claimed,  is  targeted  to  help  those  w  ho  can  do  the  kasi  to  help  themselves  Ty  ing 
AFDC  to  families  with  children  fulfills  this  ob|eclive.  tor  children  are  largely 
unable  to  help  themselves  and  a  single  parent  often  unmK  work  or  can  work  onlv 
part  time  while  raising  children  F<«k1  stamps  and  hous.ng  assistance  payments,  tor 
csampk.  do  make  coverage  ot  the  current  welfare  ssstcn.  more  unocfsal 

'  l-MPHM  Sf|  N  I  IIIK  l'l»>K  I  Otll  II  s 

Data  .mm  the  Seattle  Denver  negat.se  income  «as  .Mil  experiment,  the  most 
comprehensive  of  a  series  of  experiments  funded  hv  HfcW  to  determine  the  efteets 
of  a  guaranteed  income,  indicated  that  a  guaranteed  iikihtk  no.  tied  to  a  work 
requirement  correlated  with  a  significant  reduction  in  annual  hour*  of  work  among 
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STfo^^I^W  CnUt'S  *  ^"V^he^vefclfafc  reform  contend 
^,^3  C%™PiC-  i"  tM^pcr.mems  knew  the 

Warn  would  provide  a  guaranteed  income  for  only  a  X.Vcty  short  r*r,J 

S^™^  *c  in  work  eL  uS  £££££Tm 

SS^nl^^^^^  '^P^^1'  Supporter,  of  the 
■anu«t*tr*ion  s  proposal  contend,  on  the  other  hand,  that  the  negat.Wincome  \7< 

SScal  of  aVS-T.    ?^  tW0  p3irm  fam«'««  ^rt  coveted  than  « 

^"payments  at  85  percent  of  the  poverty  threshold  and  with  a  benefit  reduction 
*e  of  50  percent.  1,  is  clamed,  would  no,  be  large  The  rcsponseTwi^™ 
«WMg»  Urpcr  than  that  of  husbands  in  percentage  terms  waTnTL-Jil  £  t 

^retntt"  ^  *">  ^  "  cton*d  ** s*h  "»>  <*»  cam oTe 
««  a  reformed  welfare  program  that  creates  job*.  Tying  ^  to  a  Jk  reuuire^n 


TABLE  2 

tM.M.tf  0  P^C^Uot  RttX'(  HONS  ,N  Wo«k  Hot  KS  ,N  F«IR 


Husband 


Control  Experimental  Differential  a> 
 f freentaiie  of ''Control  Mean* 

J^nHo        turners  <;jrv 


Den 


is 


vcr 


Wives  ,J  '  7  6 

Total  JJ  »  »7 

Female  Heads  '  N  '  ** 


I. 


«*  M  *n,ies  0*  Keen,  rclo  "H, X  U   ,77?  T" 
<M  .be  rep,*,*  ,4  "  „       ^  >  '  V  *  Jl  r^       l»«*  «dcs  es  ldcnLC 

j»£     t  ;  .r"«--^— 

i~l«de  <Hhcr  fcm„y  members  as  well  '"  "*        «^"*»«»  «»»> 

•♦N*we  irkluded  in  rhe  r«perimem 

Sot«»  L'S  Drparimcnr  <rf  Healih  bdwarion  and  Wi-lf  ,r,  s  „ 
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it  »  claimed,  woukl  move  thus*  capable  of  working  off  the  welfare  rolls  white 
givi*  public  support  to  those  incapable  of  work .»  Such  is  the  strategy  of  the 
admmntratiofi  s  welfare  reform  proposal 


^  „„,^.   According  to  the  present  statute  every  individual  seeking 

AFDC  assistance  (with  certain  euepuonsj  must  register  for  manpower  services, 
tracing,  and  employment,  and  AFDC  benefits  for  ihatper^  willbeonoff  if  heor 
dte  refuses  traming  or  a  good  faith  offer  of  employment  without  good  cause  The 
administration  s  proposal  would  permit  earlier  termination  of  benefit  payments 
than  is  mandated  at  present  but  it  would  adopt  the  good  cause  exception,  now 
contained  in  regulations,  permitting  an  individual  to  refuse  training  or  employment 
if  he  would  have  less  income  <  including  the  value  of  publicly  funded  in  kind 
benefits)  after  accepting  the  job  or  training  than  he  had  before.  Many  Aryans 
can  remember  when  the  prevailing  view  was  that  a  woman's  place  was  in  the  home 
and  that  public  assistance  should  be  reserved  for  those  unable  to  work,  except  m 
cases  of  temporary  unemployment  or  retirement  for  reason  of  age.  Changes  in 
receni  decades  have  challenged  this  view  and  heightened  the  debate  over  whether  a 
work  requirement  should  be  mandated  for  aid  recipients  who  are  able  to  work. 
Numbers  of  female  heads  of  households  in  the  work  place  rose  from  9  percent  in 
1940  to  43  percent  in  1975.  which  included  31  percent  with  children  under  three 
vears  of  age  The  public's  attitude  toward  requiring  welfare  mother*  to  work  may 
also  be  influenced  by  the  number  of  cases  in  which  eligibility  of  the  family  is  based 
on  the  father  s  absence  (rather  than  his  death  or  incapacity)  or  on  the  presence  of 
illegitimate  children.  Moreover,  the  AFDC  UF  program  adopted  in  1962  and  the 
expanded  food  stamp  program  of  1970.  in  providing  welfare  benefits  to  an  incrcas 
ing  number  of  employable  individuals,  added  to  the  perception  mat  too  many 
welfare  recipients  live  off  public  assistance  rather  than  work  V 

Nonetheless,  a  substantial  number  of  individuals  hold  that  claimants  for 
welfare  benefits  should  not  be  subjected  to  a  work  requirement,  a  v  iew  supported  by 
the  Hcineman  Report  of  1169  The  Hcincrrtan  Commission  believed  that  subjecttve 
judgments  as  to  employ  ability.  »«h  the  risk  of  abuse  in  individual  cases,  are  made 
a,  the  lowest  administrative  levels,  and  that  a  freely  operating  market  provides  the 
only  meaningful  test  of  empM>ab,ht>    We  do  not  think  .1  is  desirable  to  put  the 
power  of  determining  whether  an  indiv  .dual  should  work  in  the  hands  of  a  govern- 
ment agency  when  it  can  be  left  to  mdiv  .dual  choice  and  market  incentives  Hie 
Hcineman  Commission  staled  that  financial  tncentises  should  be  used  to  encourage 
*t*k  b>  welfare  recipients  but  a  *»rk  rcquiremenl  should  not  be  mandated  Others 
.,«iiend  that  people  on  welfare  do  want  to  uork  and  thai  a  great  n.anv  ol  them  uork 
»hcn  thes  are  able  to  tino  employment ...  their  health  permits  Weltare  ™'es- 
,hcv  sav  mav  receive  benefits  one  vcr  and  he  .hii  ol  ihe  program  the  nc%t  "  VVork. 
,n  their  view',  should  not  be  mandated  »hcn  there  arc  m*  enough  jobs  available  in 
the  econoim  to  end  uncmploy  mem  generally  In  me  cave  of  *omen  w,,h  children. « 
i>  cUimed  that  decision  either  to  spend  full  lime  »uh  the  tamily  or  to  work  should 
rest  with  the  mother 
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o0m  "  14  ■n?ucd  **  h»  intrinsic  merit  and  that  the  work 
requires**  reflects  society  »  values  Welfare  families.  H  is  argued,  frequently  «ay 
on  welfare  for  lung  periods  of  time-tor  example.  20  I  percent  of  the  families 
mvolved  ,n  a  (975  HEW  study  had  been  on  welfare  from  five  to  ten  years  Z 
percentluKiheen  on  welfare  from  lento  twenty  years."  Taxpayers  are  more  willing 
to  reward  work  to  get  these  families  off  welfare  than  to  provide  welfare  payments  A 
wori^rement  ,s  necessary,  it  rs  clatmed.  to  gam  taxpayers'  support  for  the 
program  In  th«  the  work  requirement  must  be  supplemcnted  with  a  vigorous 
effort*  establish  work  opportune  for  principal  earners  in  welfare  families  as 
^-JinistretKm  proposes  We  cannot  afford  to  Mipport  a  bnge  segment  of  the 

KT. TH  f '  Ctaim'  Whe"  man*  of  *«*  00  «»*  assistance  rolls  are 
awe  to  help  themselves  by  working 

Some  advocates  of  a  work  requirement  contend  that  not  enough  i»  known 
wTn£/~T  "f***»«  families  and  about  me  design  of  a  program  that 

will  move  the  welfare  parent  mio  unsubsidizcd  employment  Thus  some  senate 
have  proposed  financing  welfare  through  block  grants  to  g.vc  the  states  much  more 
leeway  in  experimenting  with  welfare  programs  "  States  would  then  have  the 
option  of  imposing  differing  work  requirements  or  none  at  all 

T^HT^T  "?  D"nCmthc'  hwwiin*  fin™*  "«cnt,vcs  to  encourage 
the  heads  of  welfare  famil.es  to  accept  employment  ,s  another  major  concern  As.de 

w3  ™  "  Tk  "I""  °f  raiS'ng  **"  ™<*m-  for  ««"P«c.  income  from 
work  may  reduce  the  cost  of  welfare  benefits  overall,  particularly  if  a  family  can 

ZMSrl*  'f "  fam"y     «°  «,vc    a  benefit  £ 

each  dollar  carned^cmploy  men,  w.ll  reduce  the  costs  of  welfare  to  the  government 

L.JTTT'  *  a  PraC"C3!  s,3ndP°'"«.  the  family  will  g4in  no  financial 
Z"  2  (0f ,r  *  ""^  "  Ca"  "fn  m<Mr  ,han  ,he  «*ncfii  «  being  paid  and  can 
get  off  ^Ifare  completely.  Table  3  .Iluslraies  how  income  is  supplemented  and 
welfare  co«S  are  reduced  when  we.fare  payments  are  structured  to £*Te Zctos 
dollar  for  dollar.  However,  if  the  family  on  welfare  »  able  to  retain  30.  5oT«  Z 
wltlrmn$S' ,nhCr,,USa  f,M  in  P*»m  employment  efforts 
ZlZ^  Zr  ^  'W  henPf"  rcdutt»»"  fates  apply  cvenlv 

1 ffT-  J8**  4' 4fcf      "W"  a  ,aWe "e'«™  Report  of 
hT'J  K  T    ^l!r"y  ^  *  M,mula,cd  ,w  ,l  can  retain  earnings 

TSl^Z^T  rangC  W'"  ce.».ng  that 

^    «  pCftCI"  fedua,,m  fsrte  ^erc  applicable,  and  above  thtfcetlins 

app^aMe  to  nonworking  famH.es  o,  the  same  s„,  The  co.nbmed  earnmgvheneS 
total  may  even  exceed  the  poverty  threshold  in  some  cases.  as  reported  b>  one 
witness  m  the  ,978  Senate  hear.ngs  who  sa.d ,«  was  theoretically  paJSLVl^Z 

i  AtSJrT       y  a  ,<,<al  annUa'  ™  m)         the  »a^  dollar 

1         £X!"lL  ^  "K<"nC  ,CVC'  M  whKh  P»>ments  absolutely 

cease  is  called  the  "breakeven'  as  in  table  4  , 

Table  5,  also  taken  from  the  He.neman  Report,  shows  that  greatly  increased 
welfare  costs  must  he  funded,  even  w„h  a  50  percent  reduction  rate.  hecTse 
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TABLfc  3 

fc*>M  I  of  (H*s>  i  <*  K%«M  n  l%<  OM*  %<i  %I%M 
Br**Mii  Rim c  uos  R\\u> 


t.itrntd  Uh  f  tmr 


SO 

VOOO 
4}  .IN  JO 


U«//or<  Aw/" 


S4.(J00 
J.OOO 
2.000 
I  .inn) 
0 


fitful  In*  t'ttn 


S4.000 
4,000 
4  000 
4.000 
4.000 


additional  lanulies  are  chirihlv  tor  benefits  The  maximum  AHX"  tenet  it  reductn»n 
rate  that  the  Mates  einild  impose  on  earned  income  was  km  ere  J  I  row  percent  to 
67  percent  in  I4**4*  (  BO  points  out.  however,  that  this  reduction  has  teen  partl> 
ofYsei  b>  increases  in  the  benefits  and  the  tenet  n  reduction  rates  of  other  programs 
particularly  food  stamps  CBO  estimates  that  on  average,  one  additional  dollar  in 
earnings  results  in  a  reduction  of  52  to  76  tents  in  net  ineonu:  when  the  combined 
effects  ot  the  various  programs  are  eoJividercd  ***  Martin  Anderson  and  others  note 
instances  in  *hieh  the  combination  ot  welfare  programs  for  J  particular  famiU 


I  \Bl  i  4 

Bki  cm  m  s  |\c  mmi  I  j  u  i  m  Ki  m  < 
Rui   Wll  iU  \M w r I  f  I  I  vtf .  f  \MH  >  ot  lot  K 
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to-, 
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2  *oo 

•i  \  \ ; 

*»  'H  M  1 

4.INMI 

1  Nut 

lO.Mi  * 

f.  lOO 

j  5^ 

l.ftOO 
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'  I*  H  1 

Vl4< 
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5.714 

Sim  hi  i    I  he  President's  (oMirtM*sN*n      liuonii.  MjimUiuiu*  Pribram*.  P*'uii\ 
///»   tfftttfitift  Ptittuttn    IV6V.j>  M 
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c  TABLE  5 

uNTve«AL  SKPftEHtNi  Pwgaajcs  by  Guarantee  Level  30  Percent 
Reduction  Rate.  1971 


Population  Coverage 
_  NetCnst*  fmttions) 

—  *™**»™  Households  P^T™ 

S2.000  $4,000  $15  Ts"  ^To~ 

93  ,3.5  mA 

140  16.7  60  2 

20 .5  74.6 


2.800  5,600 
3.200  6.400 
34500  7.200  20.0 


4.000  8.000 


HI   24.2  88.3 


*Coii  ctttmatet  $tt  net  of  offsetting  saving*  ta  ciraing  programs  to  all  tevcb  of  govern - 

Sow«rrhe  l*csidc«-,  Commisrioe  on  Income  M****^  Programs  /Wrr  Amid 
Plenty,  The  American  Paradox.  1969.  p.  61  ^  ^  • 

« 

^t^H^Zl^r  W«p«lloor«i  „«»S  of  lOOpcaxtH  By  comtwi- 
w«.  *c  h^licM  (hnrgirwl  tax  rate  for  federaJ  ..koto*  uw  purpose*  is  68  D«t3fcLr 

T77  W',1W  ITW5-  *>»*  locales  of  welfare  reform  argue  that  die  mr***, 
£f«*  benefit  reduction  rate  may  I*  .  co^kleraWe  ^ 

ine  results  of  the  msome  mawtenance  expcriDient*  are  said  to  «sL  a- 

l«rthcd  ftoro  the  gradual  reductn*,  of  benefits  wkb  increased  «^m«-L^ 
pmfrjm,  Thu,  fan  employer  docs  *M  prov**  he**,  ,^u™^^,££ 

.  est  jss: fc;^  ^ — -  •  ^X::t 

—  -nder  »e,Ure  I  nder  the  IS  Z^J^Ta 

benehiv  .iKludinj:  ihc  ulu*  „f  mkmo  benefits  f 

"^"^^towoArncetaiveofdJosetak^  bvrskk«Xfi!« 
yff'*^  *™        $70,  but  wi5  otoSSZStS 
for  chose  seeking  somewhat  better  jot*.  -  the  ooe-diml  of  the^«^Z 
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wmc*  will  be  based  on  net  rather  than  gros*  wages  In  add.t.on.  (he  admm.strat.on  s 
wwwscd  low  benefit  disregard  may  provide  some  work  incentive  tor  benet.cur.es 
tn  JTstatc*  offering  the  lowest  benefits  As  CBO  points  out.  pol'O  makers  are 
laced  with  a  dilemma  On  a  limited  budget,  high  basic  welfare  benet.is  .an  be 
achieved  for  those  with  oo  mom*  only  if  benefits  are  reduced  tor  those  with  some 
income  But.  it  this  is  dune,  incentive  for  work  wilt  be  lowered  As  Martin 
Anderson  notes,  reducing  the  basic  welfare  benefit  .which  w.mld  mn  nuke  the 
breakeven  income  seem  so  high  to  the  voters'  may  be  politically  unteas.ble.  but 
lowering  the  benefit  reduction  rate  to  encourage  work*  Could  cml  the  taxpayers 
billions  of  dollars  *  (hi  the  other  side  it  .s  argued  that  ra.s.ng  the  rate  may  put 
families  to  work  and  lake  them  off  welfare,  and  thus  may  ach.eve  long  term 
reductions  in  the  cost  of  welfare 

The  work  .nceni.ve  aspect  ot  the  administration's  IV7d  proposal recounts. he 
nccess.iv  of  budgets  rcs.ra.nt  HEW  computer  emulations  to  illustrate  what  wdl 
happen  in  low -benefit,  middle  benefit  and  high-benefit  states  indicate  thai  AHX 
benefit  reduction  ra.es  have  been  kept  in  the  middle  range  for  s.ngle  parent  families 
hut  two-parent  famil.es  would  not  he  able  to  keep  a  significant  part  ot  any  additional 
earnings  See  table  6  When  the  benetu  reduction  raie  for  all  welfare  programs  in 
the  HEW  computer  simulation  are  considered,  the  single  parent  family  will  have  a 
Urn  benefit  reduce  rate  for  all  pmgrams  at  vers  low  incomes  However,  even  the 
benefii  rcduct.on  rale  for  combined  programs  r.ses  rapidly  w.lh  modest  mcreases  in 
income  some  tam.lv  approach.ng  the  breakeven  w.ll  be  able  to  keep  very  hltlc  ot 
each  add.nonal  dollar  earned  Th.s  suggcs.s  the  admin.sirat.on  is  counting  hcav  .!> 
„n  ehe  mandutorv  work  requirement  and  .he  creation  of  |obs  10  ge.  tam.I.es  off 
welfare  and  thai  it  does  not  rclv  heas.lv  on  the  work  incent.se  ot  low  henet.i 
reduciion  ra.es  10  eet  tam.I.es  ott  welfare  The  head  of  a  single  parent  family  may 
ne  encouraged  bv  a  low  benet.t  rcduu.o.i  ra.e  to  accept  a  low  waee  |ob.  bu.  .here 
wilt  he  much  less  incentive  10  move  up  the  income  ladder  and  ott  weliarc 
particular  .t  the  notch  eftec.  -t  loss  „t  \kd.ca.d  el.g.b.l.ly  and  publ.c  hous.ng  are 
coflsulcrod.  matters  not  covc.cd  .n  .he  HKW  compute,  s.mulai.ons 

T«  Benefits.  The  admimsirai.on  rel.es  on  two  forms  of  .ax  rel.et  tor  welfare 
tam.I.es  and  proactive  employers  I  he  earned  income  la,  sredi. i  would  be 
expanded  the  EITC  curren.ly  ascraecs  sM-  per  poor  tam.ly  per  year  hut  .he  new 
computa.nm  formula  would  pr.Muvc  an  average  refund  of  SV7«  Because  ih.s  .rcd.l 
u„uld  m«  be  asadable  to  h4w  .uImJ./.J  bv  the  .overnntem.  .<  hoped  .h.s 
,esir.c..on  w.ll  encourage  lownuome  woiKC*  :>  seek  emplovment  m  the  private 
sCltor  It  .he  HIT  exceed*  the  wo.ker  *  ...s  !,am..n  -he  diHe.ense  .etundable 
|  he  MIC  .s  hke  a  suhs.dv  to  earned  .ncoo.c  and  .hc.etore  *h.HilJ  cn.oura-jc  work 
„..,.  .t  Pr.,a.e  hcIot  |ob.  au  available  I  .kc  the  neJai.ve  i.uo,„e  las.  add.i.ona 

adm.n.M,a,.»e  csl  .s  low,  .or  ..  .cquues   ase  worker  ...  assets  W*.  and 

elimhiliiv  .sesiabl.shedbv  filing  the  routine  peisonal  income  tas  return  Thccred.t 
would  be  available  onlv  to  tam.I.es  vvuh  .h.ldren.  as  a.  present,  hu.  ihey  would  not 
have  .o  be  wellare  tam.I.es  Kam.lies  .ha.  work  and  .eccive  welfare  would  lose 
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Mime  4tf  the  advantage  ot  the  credit  since  the  amount  relundabk  would  be  counted 
4*  income,  whkh  would  reduce  the  cash  welfare  benefit 

Chairman  Al  Lllmanot  the  House  Wavo  and  Means  Committee  pn^^d^  an 
aJfetaaiivc  to  the  administration  s  W7H  BilP  pf^njl  4  uh  credit  of  >\  <M>  under 
similar  ground  rules  for  those  earning  heiween  and  >7.5<NP  a  vcar.  with  a 

phase  down  in  rale  *s  income  approached  I  be  larger  .rcdii  would  have 

offset  k^i'uvh  welfare  benefits.  Ii  is  argued  ihat  la*  credit*  carry  less  stigma  (ban 
»cH*re  payments.  4ml  ibe  credif  might  save  son*  trips  to  ihe  wcltarc  otfiec  rbe 
u*  credit  is  viewed  with  skepticism  by  othe'v  however,  who  believe  that  jobs  in  the 
private  sector, arc  not  readilv  avadabL  and  that,  with  the  current  decline  in  the 
economy,  hmineome  per^His  will  find  it  more  difficult  10  locate  suvh  employ  - 
mem  Those  who  already  have  jofcs  in  the  private  occur.  11 is  >aid.  w  ill  reap  4  gam 
that  those  in  puMic  sector  ji*bs  may,  not  be  able  to  attain 

The  administration  has  not  proposed  changes  m  the  fa*  credits  available  ki 
employer*  in  the  private  sector  Critics  cite  a  study  prepared  for  the  Labor  Depart 
ment  to  supp»*t  their  claim  thai  these  crediio  have  tailed  to  stimulate  ibe  employ 
mem  ot  the  beads  ot  welfare  families  Only  1 1  percent  of  certified  employers  staled 
mot  the  credit  was  a  significant  factor  in  their  hiring  decisions  thus  suppling  the 
contention  that  employers  rvceiv  im:  the  credit  were  regarded  tor  doing  what  they 
»ould  have  done  anyway  The  study  reported  finding  no  cases  of  additional  hires 
tneT  and  above  the  jobs  that  normally  would  be  tilled;  »n  addition.  70  percent  of  the 
'  empfovecs  hired  with  the  henelit  of  the  credit  quit  or  wCre*ired  betorc  their  term 
expired  "  Some  argue  that  the  complications  of  the  credit,  with  its  various  ceilings 
and  bases  discourage  utilization 

Suppliers  of  the  credit  believe  thai  it  w  as  niM  aggrcssivelv  advened  at  the 
local  level  and  that  prttper  puhlkiiv  hunt:  tcsults  The  administration  in 
counting  »*i  this  possibility  to  produce  an  additional  |ob  openings  in  the 

private  sect**  for  AMK'  recipients 

(  HI  v  1  i\i .  I<  fHs 

Hv  treating  new  |obs  the  administration  h>  po  to  enipN'v  beads  of  welfare  families 
and  thus  »Mts4-l  wmiw  i»l  Ibe  added  ivellaic  .os|s  iha;  u-sult  ti.Mii  .tKrea-sd 
welfare  benefits  and  trtMii  new U  eli^Me  t.iiuiiics  |-.iomj|.u  'bMa.  les  u>  achieve- 
ment ot  me  administrair.»ns:j,Mls,He  ihe  .imiied  -kdl,  s:.a:iv  d  ilate  recpienfs 
and  the  diflHuhv  of  loiatrni!  ot  .  reatin:    f  -  ^  :  r 


I*  ropJoviiNilit*  uf  Hrlfaire  Hetipiento.  n*  ,  jM. 

!«•!  scaling  lobs  lot  welUic  fvvis.  mil-  .  .  ■•■  .aion  •        f  1  »' 

.fi.ni  ibal  *M  rxrieni  ol  oiu  -1..  .1  r  .i!     .  ^  ^  peucnf  ■?! 

iih.-ii.have  .hilJu-nundei  nM  .mil"-  * -S1-'-1 '  Al  fK  .<-e- adequate  .hild 
caie  is  available  llmiv  lout  (vueiil  -l  :fu  Ic:!:ale  Ik adcJ  wtfNare  K.nulieo  have 
children  between  mv  and  loufteen  and  tfu-tef.^e  have  t-  ^..fk  part  lime  1I  no 
sineualfumie  when  the  children  are  n-.i  .:i  ^h^.l  l»a>  .  ale  iw  working  mothers  ol 
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welfare  children  i*  said  to  he  a  substantial  obstacle  to  employment  Labor  Depart 
mm  figure*  show  chat  sHgntly  more  than  180.000  children  received  dav  .arc  fnrni 
WIN  and  Social  Security  funding  souk*  No  major  funding  for  dav  .are  is 
included  in  die  welfare  package 

Over  half  of  all  welfare  family  parents  have  less  ihan  a  high  school  education 
and  their  lack  of  skill  ,s  «nd  to  be  the  reason  mi  many  became  welfare  recptents 
Census  Bureau  figure>  show  that  14.1  percent  of  those  below  the  poverty  threshold 
aremty.five  or  older  and.  along  with  most  children.  would  m  he  expected  to 
work  Census  figure*  for  1977  show  that  14  J  percent  of  the  heads  of  povem 
families  not  work.mkand  .1  8  percent  of  those  who  had  worked  less  than  fifty  weeks 
claimed  they  were  .11  or  disabled V  Thus,  lack  of  good  health  mav  constrain 
employment  even  for  heads  of  families  who  are  otherwise  expected  to  wo*  The 
Congressional  Research  Service  conclude,  chat  about  15  to  18  percent  of  the 
recipients  of  s„  major  welfare  programs  are  employable  bv  reason  of  physical 
condition,  age.  age  of  children,  or  job  history,  and  about  two  thirds  of  these  work 
some  full  time  and  some  pan  time 

Location  and  Creation  of  Job*.  The  administration  intends  to  use  easting  federal 
Mate,  and  local  services  to  find  work  for.  to  iram.  and  lo  emplov  about  2  million 
persons  I.  estimates  that  about  MW'.uoo  new  fultyear  jobs  or  training  positions 
must  be  found  or  created  to  meet  the  needs  of  welfare-eligible  families  A  job  search 
assistance  program  run  bv  the  states  would  attempt  to  place  in  private  emplov  mem 
adults  of  famil.es  with  children  el.g.ble  U*  A  FIX'  benefits  The  euthtweek  job 
search  ;*tkh1  would  include  mstruc  turns,  searches,  referrals  for  employ  men. 
employment  development  planning,  suppon.vc  service*  such  as  child  cue  and 
finally.  .1  the  nib*earch  effort  is  unsuccessful,  referral  for  fcderallv  assisted  work  «>r 
training  The  welfare  family  would  draw  or  continue  to  draw  welfare  benefits 
during  the  eight-week  job  search  period  The  federal  government  would  fund  90 
percent  of  the  cost  of  this  eight  week  effort  hut  states  are  expected  to  cooperate  in 
any  even,  since  placements  should  reduce  their  ftnancul  burden*  by  mos.n* 
familtev  off  welfare  5 

Federally  funded  jobs  wilt  be  created  and  classroom  training  will  be  provided 
to  those  cl.g.blc  under  the  administration \  proposal,  namely,  the  sole  parent  in  a 
single  parent  family  with  children,  or  .he  prmcpal  earner  in  a  twoparenl  fam.lv 
with  children,  when  these  parents  have  completed  ,t,e  csht  week  job  seirch 
without  siHcess  Single  persons  and  copies  without  ch.ldren  will  not  he  eligible 
since  Ihe  administration  wishes  to  ren.ov.  the  m.isrmum  bud  from  the  wclfare*f.»ll%(> 
usint- the  limited  numbers  |obs  that  are  .o.oUMc  .  >nly  ,.„e  ,obo,  train,™  pos.t.on 
rvr  tan,.ls  w,||  be  prov.  ded  The  adminisiraiioti  will  fund  1 1  t\  employ  mem  and 
framing  h>  the-  Mates  WO  percent  v|„m  pa,iu,Pan.s  are  evpe.led  to  receive  a  mi,  of 
work  ,nd  traininc  hkxMe  hours  and  part  t.mc  aork  is  espected  to  Ju„„m^lc 
Ihe  special  needs  of  single  parents  y»„h  young  .h.ldren   |hc  admin.siration  will 
endeavor  to  encourage  work  promts  that  are  needed  in  the  local  community 
especially  >n  economic  dcvelopmen.  projects,  nork  (hat  ■  >  cuirentlv  not  heme  done 
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by  Mate  and  local  g4>vernment* 

labor  fVftartment  officials  Have  summarized  categories  of  jo*  possibilities 

 t«»r  example  providing  wvial  service*  to  the  elderly  and  sick,  providing  child 

wore.  »c  afheri  •  and  rehabilitating  homes,  and  m>  forth— in  *l*m  the  feasibility 
ot  creating  public  I v  funded  j***  for  hm  billed  w«irkers  The  admin istratton  * 
response  to  emits  of  past  efforts  to  provide  jobs  i>  that  there  have  been  recent  and 
cuMtnuinc  improvements  in  theJLTTA  pnwjm  it  is  claimed,  tor  example .*hai 
during  W77  and  l*TH  the  program  responded  quickly  bv  creating  mcr  I  3  milium 
job  and  training  (>pponunnies  10  stimulate  the  ecofvomy.  and  that  over  percent  of 
these  fobs  were  tilled  by  the  ec»n  ucally  disadvantaged., that  is,  tttoVe*bel4>w  70 
percent  ot  the  kmer  living  stMhUnl  income  level  m  those  with  incomes  heUm  the 
poverty  threshold,  jnd  certain  special  categories,  such  as  those  released  from 
prisms  Some  critics  qwestijm  this  claim  Reforms  are  promised  to  help  CETA 
deliver  nn»re  <»N  ami  training  and  to  impmvc  coordination  with  weltare  administra 
lion  Participants  in  this  phase  ot  the  rwgram  will  have  to  return  to  an  eight  week 
job  search  program  at  the  end  4>l  eighteen  months  ot  public  service  W4*k.  but 
tontinuint!  efforts  will  be  nude  to  place  thi»se  in  publiclv  funded  W4>rk  or  training 
slots  m  private  employment  I  he  tax  credits  discussed  above  are  expected  to  help 
place  these  eligible  welfare  heads  of  iamilie*  in  private  employment 

Critics  »»f  ihe  administration'^  earlier  BJIP  pn>gram  were  openlv  skeptical  ot 
lis  ahilitv  to  create  I  bullion  full  and  part  t-e  public  service  pinions  ihrouch 
which  2 ndhon  workers  wt>uld  pass  each  v  i  ■*  Although  the  current  propyl 
inviilves  a  smaller  number  of  p*s.  vritics  arguV  that  private  sector  jobs  are  scarce, 
and  that  w  nh  a  declining  ect»noniv  it  heads  ot  welfare  families  become  employed, 
by  special  incentives  or  otherwise,  tbcv  will  displace  existing  job  holder*  Most 
private  secti»r  jobs  have  a  skill  requirement,  however,  that  will  disqualitv  the  heads 
of  weltare  families  It  cmplovcrs  are  induced  to  lower  skill  requirements  tn  wage 
subsidies  or  other  incentives,  it  i>  claimed  that  prtnluctiv ity  will  suffer  A  more 
unskilled  workforce.  H  i*  claimed,  taises  ct»sts4>f  prodikiion  M  J  time  when  we  are 
frajlmg  iihet  industrial  countries  m  rate  4»t  produciivity  growth  The  public  sector 
|4ibs  to  be  seated  are  ltkel>  In  be  useless  johv  rt  is  said,  or  they  would  have  been 
undertaken  alreadv  targeting  heads  ot  wiltare  tamilu  *  as  leachers'  aides  is  not 
hkelv  to  create  manv  |obs  since  declining  enrollments  have  alreadv  caused  ihe 
Javoft  ot  qualified  tethers  CBO  point*.  4»ul  fha*  manv  jobs  uould  have  l4>  he 
treated  in  the  South  because  of  the  high  percentage  of  poverty  population  in  that 
resinn.  but  thai  area  has  the  least  experience  in  developing  laree  scale  employ  nit-m 
pr4Ti*raMis 

Ihe  administration  s  muic-v  .alls  lor  nieh  fate  of  movement  from  public 
•ei  v  u  e  jobs  |<t  ihe  pnv  ate  st c  I- t  H. iwev  ei .  pn*  ale  ^c. lor  i« »bs  n  is .  laimed  are  ntM 
j.miiw'  i**K'  available  in  Mcmluam  numKrs  to  the  ..law*  -'f  applicants  involved 
Data  submitted  in  ihe  I4*"*  hearings  >h«m  ih.il  emploviiKiil  in  manufacturing  has 
declined  in  ihe  central  cities  where  *o  main  welfare  families  live-  ft»r  example,  the 
percentage  five  year  losses  ranged  Iroin  I  *  H  t«»  -i^  :  in  a  li*t  of  eleven  c  '  es  m 
An  employables  program  in  San  Diegu  is  >uh\  to  h.tve  placed  onlv  ihree  4»ut  4.1  titty 
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f*r*om  m  i  wort  search  thm  inHtuW*  7«-?  .   .  i 

Inwnmg  pro****  may  be  oh^  "        ,  *  kad  lo  tarwrs-  «k1  the 

their  be*  effort*  &*h  rZIrlT^  *  UKcm,vc  fof  c^hrronh 
for  Mtrnttnidired  jobs  .Wh  ttioven*«T  ,1      ,  "weniive  to  kravc 

«M  family  dynam.es  than  bv  w!  „^  ^        by  'WI,0fl4j  •"■'«■"  trend* 

^™°fn*«ld^^  develop™, 
"tcp*  arc  required  "  The  Urban  I  *™.2Th       "H**""*  "PPwIunitie*.  and  other 

-mcc  than  wmW  7^       ?  *  WJth 

i«iMn.iciy ■  ^ominiMralionntficiaN contend  ih*  rcr* 
*winf  The  CETA  progre>*  report  for  the  J   1  ,  CETA  P"'*™"1 

hat  CETA  enroling < *iondI*Mrter  «*  1979  »  ^  «« 

placements  ,n  unsubsm,«d  employment  pw*M-  uerc 

Effect  on  Ijibor  Markets  and  w...  d««—  ■«. 

rates  paid  by  prtmeTT^vTa^ T%7  Z^'^T  '  W  ^ 
me  proposed  £  2^'^*  J™*  W" 

H>  mumctpa,  emcees  J^e^J  tZt?r ""."T  ^  ^ 
replace  them  with  CETA  emoloyee.  .<  t,  7  J'  ?"vcrn"^nts  will 

^ndin,  federa.  funds  rather  than  ta.es  a  ved  r  L  n"^'P*»'»<-  •*  * 
stffs ices,  a  to.  o,  ^  ^  r"r  ^^"J*  J"™*- 

Institution  t.Hind  an  IH  per,en,  d.spUvn.em  , ,  ,  ,  „  (  ^    „        "'"^T  . 

-  &    -  .-X;ai;:;::;:;:;;;;;;:r-  -  -  -  — 

2  v  mLW  per^ Jtj  r'*^"?*'*"*"  "  '^r»ed  that  ,„ 

C  WHfk,n*  bc'"*  "*  minimum  wa^e  and  that  these 


Bi^bi'  COPY 

371 


366 


Mm  vrre  concentrated  m  the  agricultural  and  sercee  occupations  (  BO  estimated 
in  1978  that  occupant*  of  one  third  of  ihc  puMie  service  ^  to  he  v reatcd  h>  BJ if 
by  mi  «f  they  could  compete  freely  for  these  tobv  might  shift  from  lobs  in  the 
private  weft*  '  CBO  notes  thai  substitution  and  displacement  could  .k.  >n  the 
private  sector  if.  for  evimpk.  private  trash  collection  or  private  weather,  -non  is  _ 
Kpfcced  with  public  services  Ihe  wage  standard  mm  proposed  tor  public  service 
k*s  is  higher  than  the  minimum  wage  but  tewer  additional  public  servue jobs 
would  be  created  under  the  administration  s  current  propyl  than  undci  Bllr 

The  administratis  reitards  the  wage  rale  standard  as  a  reasonable  oik  and 
norms  ,n.t  that  public  service  (obs  will  fx-  ava.lable  only  to  the  heads  of  welfare 
frnuties  Thus.  ,t  does  not  foresee  a  rush  of  workers  Iron,  the  private  sector 
applying  for  weltare  in  «>rder  to  qualify  lor  eighteen  month,  low  wage,  low  skill 
CETA  t«*s  It  mites  that  steps  have  been  taken  to  reduce  the  substitution  C  HA 
,obs  for  posiimns  normally  funded  b>  local  governments  It  d.vs  not  believe  that 
public  takeover  ol  privjte  services  is  likely 

K  Kino  Bi  m  mis 

In  the  decade  from  l*>5  to         K5  percent  ol  the  imreas;d  c  d  need  tested 

welfare  programs  came  from  growth  ot  m  kind  benefits  In  l%<  in  kind  pnwunis 
recounted  f*w  onlv  *«*  percent  of  the  costs  ol  need-tested  ass, stance  Hv  b/  >  thes 
accounted  for  ^percent  '  today  Medicaid  alone  costs  more  than  the  piimipal 
cash  hc-net.t  programs  combined  <  >ne  witness  in  the  |V?8  Senate  hearings  cited  an 
interesting  correlation  between  the  tvpes  ol  benefits  provided  and  h.m  ..Id  the 
welfare  assistance  programs  are  -t  eleven  cash  only  programs  seven  were  enacted 
prior  to  l%U.  whereas  seventeen  ot  twentv  three  service-only  programs  have -been 
established  since  1^1  I  neven  asc  ot  these  programs  hy  eligible  heneliciaiics 
and  the  wide  variatK«is  in  cost*  ot  administration  hjve  stimulated  demand  lor 
mcrall  welfare  reform  Should  in  kind  programs  be  ca»hed^out  or  should  they  be 
retained  or  significantly  revised ' 

Food  Stomp*.  The  administration!  s  eailier  HJII*  pioptsjl  would  have  cashed  out 
food  stamp*  cmirelv  Its  current  "pr.ipmal  would  cash  oui  l«<od  stamps  loi  S.sl 
recipients  who  do  mK  live  in  a  larger  house  l.old  1is  mted earlier,  th.s  would  piov  kU- 
added  benetits  to  eligible  persons  who  arc  not  mow  using  lo»d  -tamps  and  would 
jc.nd  the  problem  of  obtaining  stamps    i:mmv  hem-tic  lane*  tmd  it  ditticiilltogetio 

food  stamp  otti.es  to  pick  up  iheii  allotment     and  the  .H.'ma  and  I  1  pnvasV 

that  souk  think  is  asMKiated  w.th  spcn.lM.a  'Hem  l-d  siamp  .dilations  rise  .-r 
drop  .,s  other  income  talis  or  increase*  «liu«  ievelim-  out  s..mc  esteni  Ihc 
variation  in  benelil  levels  Horn  slate  to  state  In  «.me  -tales  |,NHI  stamps  mav  he  the 
,.n|\  welfare  benetits  available  to  striker* 

frmd  stamps  siill  have  a  relatively  low  benefit  reduction  rate  and  high  break 
even  p-ml  Allotments  aie  prm  ided  on  Ihe  basis . ,l  umtorm  tedcrjl  rules  governing 
eligibility  and  amount .  and  they  establish  tn  effect  a  tloot  under  Ihe  mcon.es  ot  the 
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roc**  than  16  million  people  who  received  ihcm  in  December  (978.  many  of  *  horn 
*w  not  eligible  for  cash  aid  Thus.  r.r  »  officials  cite  the  proposed  partial  cash 
out  of  f<md  stamp*  as  ihe  Man  of  a  consolidated  welf  are  system  4  Since  partial  cavh 
out  of  food  stamp*  is  seen  as  the  forerunner  of  a.  much  more  comprehensive 
consolidation  of  benefit  payment*  in  ihe  future,  ihe  arguments  lor  and  against  a  ca>b 
*  4Hif  of  these  uvkmd  benefits  deserve  careful  consideration  * 

In  supporting  the  Mai  cash  out  of  food  stamps  in  ihe  administration  s  BJIP 
proposal.  HEW  Secretary  Calif  ano  argued  that  Congress,  by  eliminating  the 
requirement  that  applicant  for  f«x\J  stamps  pay  a  certain  >um  to  receive  the  stamps 
« a  requirement  intended  to  force  families  receiving  >uch  stamps  to  allocate  appro* 
imafely  M)  percent  ol  their  income  to  UhhI  purchases),  had  made  the  benefit  the 
equivalent  of  cash  for  all  practical  purposes  Consolidation  ol  benefits  in  a  single 
cash  payment  would  simplify  administration  and  reduce  errors,  fraud,  and  abuse  :? 
An  analysis  by  the  Economic  Research  Service  of  the  Department  of  Agriculture 
showed  that  aggregate  food  purchases  would  not  decline  with  the  cash  out  of  food 
stamps  and  that  there  ^oulii  be  no  adverse  impact  on  farm  income  :" 

Studies  are  said  to  show  there  is  no  ev  idence  that  accents  of  tood  stamps  pay 
more  attentuwi  to  nutrition  when  they  use  food  stamps  than  when  they  use-cash  It  is 
claimed  that  Imxi  stamps  deprive  recipients  of  budget  flexibility  so  that  a  mother  ol 
three  in  Mississippi  may  spend  77  percent  <»l  her  total  welfare  benefits  for  food 
while  a  Mm.lar  recipient  in  New  York  mjy  spend  only  15  percent  ol  her  bene! its  tor 
lood  In  addition,  there  is  said  to  he  a  Mack  market  in  food  stamps/and  that  their  use 
by  M>me.  particularly  the  elderly,  is  claimed  to  he  demeaning  v  Thuv  cash  out  v%j|f 
benefit  many  who  do  not  mm  participate  in  the  !<*>d  Ntamp  program  becjuse  ol 
inconvenience  or  ihe  stigma  involved 

Kep  JamesC  Corman  il>  l  aid  uhairman  ot  the  special  House  subcommil  . 
tee  that  recommended  the  total  cash  out  ol  food  sumps  in  connection  w  ith  the  BJIP 
initiative.  Jaimed  that  it  costs  fourteen  Lents  of  every  dollar  to  administer  the  1***1 
Mamp program  '  We  can  give  SK6  in  f.Nid  *ump%.»r  >fi>0  in  cash  "  Rep  Vtilham 
C  lay  il)  Vfo  i  argued  that  (he  use  ol  stamps  rs  not  ^n^manl  mth  our  capitalistic 
NU(cm  h»r  we  do  not  deal  in  barter  or  script  hut  in  cash  Rep  Carl  D  Perkins 
<l)  Ky  ;  saw  the  cash  out  as  j  significant  move  (owaid  comprehensive  reform 

f  >pponcnts  of  <.  ash  (Kit  contend  that  the  food  stamp  progiam  helps  to  teed  tho < 
wu^ommiicdisireNsandihaiif  NhiHildbesniuinued  AdmmiNtraiive  ^osts,  jhey  say. 
•.an  be  tedu.  ed  h>  Nfandardi/uii;  ciinihfhu  .iiiena  *rth  those  ;»t  AI  IK"  jnJ  h\ 
inir.iduiiiig  «i  Mngle  application  foi  I  oth  rvnehu  Vi.|i.i..ii.«I  afe-micnl*  ire  the 
workup  poor  shiHild.m»i  be  lequiicd  i..  u-*nfi  m  wellaic  with  it,  shenia  when  thev 
m.n  need  OfiK  food  siamps  io  tide  them  ovei  diMuult  lime*'  d  Io.hI  stamps  are 
t.i*hed..ut  theni.Miev  riuv  e<.  for  !ummv  .tet^oi  liguoi  and  it  he  the  .htfdiva. . 
who  sutler  mi.M.  and  IoikJ  sumps  assure  (hat  \„%  J.-IUs  .ire  used  lot  ihe  purposes 
intended  "  Some  believe  that  if  food  Mattes  arc  .ashed. un  theie  is  no  alternative  to 
a  guaianteed  income  v  ary  ing  in  amount  telaliv  e  to  earned  income  and  (he  number  of 
children  Ihcv  argue  that  the  guaranteed  income.  .i>  discussed  elsewhere  in  this 
analyse.        K-ducc  work  incentives  and  uuh-  (he  hieatup  of  marriage*  Others 
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sec  food  stamps  a*  necessary  to  assure  a  nutritionally  adequate  dret  for  some  pei>ple 
who  otherwise  would  buv  the  cheapest  food,  sureties  and  the  like,  ami  Mill  tubers 
claim  foihJ  purchases  will  drop  sharply  and  several  thousand  food  producers  ami 
process^  may  lose  ibeir  h**  aiwi  hav e  to  goon  welfare  It  is  also  claimed  lhai  IikkI 
viamf*  are  needed  a>  they  are  the  mosi  responsive  to  changes  in  condiiuros  in  the 
economy  * ' 

*WkaW  and  Other  In-Kind  Benefits,  According  to  Nathan,  the  real  mess  is  not 
welfare  hut  Medicaid  "  I  he  administration  has  run  pn>posed  the  cash  ikji  ot 
Medicaid  benefits  m>r  did  it  nuke  Mich  a  proposal  in  tt>  BJIP  initiative  Medicaid 
benefits  i,ir\  suhMjntialh  Irom  state  lo  Mate  and  one  state.  Arizona,  does  not 
prmide  Medicaid  coverage  at  jII  Cashing  out  Medicaid  and  substituting  an  amount 
ol  monev  equal  to  n%  com  in  cash  assistance  pay  ments  would  eliminate  differences 
in  Medkaid  treatment  from  state  to  >tate  On  the  other  hand,  it  is  argued  that 
wittomt  Medicaid  poor  lamilics  would  spend  vcrv  lurk  on  health  care 

Xltnough  the  administration  has  relegated  changes  in  health  care  programs  to 
its  proposed  national  health  plan,  it  has  nonetheless  shown  its  concern  for  the 
interrelation  ol  Medicaid  and  other  welfare  programs  Currently  AFDC  and  SSI 
benefici.ine"  are  automatic  jlh  eligible  for  Medicaid  where  it  i>  available  How 
ever,  the  administration,  aware  of  the  large  vos*>  involved,  would  not  ask  states  lh.it 
do  not  now  h.ivc  Nf  IK'  I  h  programs  lo  extend  Medicaid  coverage  to  newly 
eligible  \MK  I  V  families  Some  of  these  slates  fear  that  failure  lo  provide 
Medicaid  courage  for  M  IX'  I  P  wtii  >uh(ed  them  to  suits  seeking  to  compel 
coverall:  Iru teased  cligibihlv  f.»i  \HK  such  as  in  the  case  of  pregnant  single 
women  in  nunv  slates,  may  add  substantial!)  in  the  vo>l  ol  Medicaid  in  any  event 
Ihe  administration  hopes  thai  H>  program  for  training  arid  employment  will  move 
fx  ie>  oft  welfare  and  into  employment  *lot\  where  the  employer  will  provide 
health  insurance  coverage,  whu'h  should  ihu>  reduce  the  overall  increase  in 
Mcduaid  co%t> 

A  K and  Corporation  >tudv  -«ULfee*is  that  the  welfare  rolls  mav  include  a  large 
number  ol  people  who  are  m««rc  in  need  ot  health  insurance  than  income  mainie 
name  Hie  siudy.  whuh  included  a  lour  w  h  *urvcv  of  Vw  ^*»rk  Gly's  poor, 
showed  that  families  <m  welfare  r**IN  mierintienilv  Had  a  much  hikihef  level  ot 
Mcduaid  paid  health  care  than  did  families  .it  welfare  *onnnoous|y  \  Rand 
spokesman  tonduded  that  .1  j«nh!  deal  or  .•u-merti  .-mo  the  rolls  >fenis  from 
ilemands  for  health  s.ue  not  ..  verc*!  »«v  ;v  i'e  nue  plans  "  K.p  Coniun 
tiirtes  Meduaid  is  a  uoik  disiiu.  !.:•■■ .  :v.a  .-.  .scit.ue  !  n:  rise*  realize  thai  if 

thiv  m.ike  s|«ehtlv  more  income  •  t ice  will  •  ■  -ncct  »v  ei'Jihie  f»«i  Meduaid  and 
will  r'icii  he  unable  t«>  pav  their  '-.edual  I  i'-  i1-  head*-  •% ill  uureasin^lv 

.he.  k  :  ■  ...  '1  ttv  -oLir  v  pud  .^-!  M.s.  k,       -k'.oiui  the  level  allowing 

Medu.nJ  .•^ef.me  I  hese  pn^ienis  will  ten. am  c- eti  il  the  adntinislf  atlon  s  wel 
fare  pr»»f^'stl|  j<»  adopted 

I  ft.  admint^ttation  s  propi>sal  ignores  the  dispute  ovei  v  ashing  oul  hojising 
benefils  .-f  low  -mome  families  nnb  a  sin.ul  pefkenlaee  ol  the  p«N,f  tjn  obtain 
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SEH^^Sl?  ^;omp«^.  all  those  in  similar  *,u*,K,n,  wouX 

««-2n^l0f  am°tte  °*cr         **  h""«ng  ,» special 

sovemmcm  awwtance.  and  who,  the  p.**  h*m*  .„  >«bsiand4rd 
*i     The  rnhnmumnm  ha*  *igge*ied  that  improve  cash  a»i«I*I far  «!L 

SIX  ssurr-  *  T m  of  ™^™^  s 


Effect  on  Makhuces 


h^hH     r.WV*  ■>  **  Warn.  Limiting  AFDC  ,o  SmZ 
7  rof  Ahlx  wwfib  4nd  cchiM  obtain  food,  shelter  and  L-lnthin*  tk. 

family  disorganization.  ,r  is  a>serted.  ha*  denied  Urge  numberv  ofTnikL^! 
JJWt*.  and  (he  c  are  for  eroouonal  needs  that  ,s  necessary  for  prr^,  UeveloomeJ 
^""1^  s  proposal  is  defended  on  (he  ground  thai  (here  is  no 

nxnrai  decern  earnings  by  denying  ii  cash  asN.Manie  ' 
euJ^T:  2SS  **  'W0  ^  M  »  maintenance 

these ^^rimcn,,  ,„  «rrm  of  fam.ly  d,s„„u„o„  ra.es  are         ,n  fieu«7  A  , 

stTr^  :p  m>  'jn""—  ^  ^  -2L  £z 

currem  J  adm,n,v,rat,on\  propyl  >jy  ,„,,,  ljU|tfs  ,„  (htf 

fa^TlT  ,  ?  4>  ^  "*  d'NM,,U,M,n  mM"^  isolate 
Iron,  general  wu|  iremK  in  the  naiKK,.  Thus. „  argiK-d  He  stkhiW  1 


9 

:RLC 


Oi-ay  a,.  SJk/tT  X 


375 


'  lr  i.. 


S70 


FIGURE  I 

Martial  Dissolution  Rates  in  the  Negative  Income  Tw  Experiments 
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SoiacE  From  Jofcaftshop,  Jobs,  Cash  Transfer*,  ml  Marital  Instability:  A  Review  of 
the  Evidence."  attached  to  the  statement  of  the. author,  economist  at  the  last***  for 
Research  on  tovctty,  Uwversfty  of  Wisconsin.  U  S  Congress,  Senate.  Ccxaro*  <*  on 
Finance*  Ne*n**s  <m  Wttfwt  R*form  Frvpomlt.  95th  Congress.  2d  session  (Apnf  IS, 
!97S>.p  Ml 

Not*  Two-paftnt  families  wcte  assigned  to  loooxri  and  test  groups  randomly  to  tests  that 
ran  from  dtfvc  to  fit*  years.  Families  received  cash  wt*tMX€  in  the  negative  income  taa 
aiperimeatscacd  The  parentage  of  e^famdies  splitting*  shown  laaftsacrafsaaeachbaf. 

Administration  witnesses  contend  that  the  experiments  cited  are  not  conclu- 
de since  there  was  no  work  requirement  as  there  is  in  the  present  proposal  In  their 
view  sever al  factors  roav  esptun  the  breakup  ot marriages  in  the  experiments,  *uvh 
a>  the  wife's  recognition  that  the  husband  *as  a  failure  as  a  breadwinner  or  his  Utss 
#4  pride  when  his  support  was  no  longer  important  to  ihe  familv  In  any  event,  the 
Enumeration  claims  thai  its  proposal  *ill  provide  jobs  to  lift  families  4 ml  iff 
poverty  and  that  it  makes  a  difference  whether  money  to  support  the  family  is 
,  exited  or  given  to  the  family  The  administration's  proposal,  it  is  claimed,  will  help 
to  prevent  family  dissolution  to  die  entent  this  is  possible  and  should  provide  a 
reasonable  krvel  of  support  until  the  breadwinner  obtains  gainful  employment 

Cmics  counter  tfc*t*cc  few  job*  may  be  available  m  the  private  sector,  die 
nuke-wort  jobs  to  be  provided  by  the  admrnistiauon  will  only  confirm  that  the 
NMu^mwwapwrtofdie^ 

These  crtoc*  contend  thai  job*  could  be  provided  without  reforming  the  welfare 
laws  and  dud  this  might  ptpvc  as  successful  as  the  administration  s  so-called 
reforms 
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Notes  to  Text 


<i+m,  of  c,^v  CRS  lssve  Bncf  (B7706<,  Wtffart Ref>rm  ^  ^  ^  ^ 

•L*»„  of  Co^.  CRS  Issue  Br*f  ,B770W.  Wtlfme  Refnfm_  upJa(ed  JuJy  19?9 
ct  4  .  •  H*  M^c  of  ^,f>nr  Reform/-  „,  62  ^ 

'Sec  »«  «-n^r. , ite  h«  of  ninety oqc  proems  ,„  Manw  Anderson,  tt, 
ln>mWK.n  Pro.         pp  211  -       llv.  ,jh.    .  ,  '  *?    411    *  ■  tJiihwnu  Hoov«r 

I  '        P  lhr  l,s'  "'         ,hjn  •nrll.ire  and  mh.l.1 

^rtytr,*  •**  **••<"  A.;^: .»•«,: 

IV77  pp  48.4V.  uUs  (hec*  ,rt  .,  »,Jl4«  „„,,»*.  »)lh  >)wh)Wr,n  wh„  dfcv%  ' ?( 

•%.HiW.«ber»iyrhjvcftu0,nrJaniikomc<.«S-'iMM*.    .  '  (vntfdo  ihj< 
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»•  Anderson  cites  Milton  Friedman  *  negative  income  ta*  i  f962>,  Robert  Theobald's  guaran- 
teed income  (1965),  James  Tobm*  guaranteed  income  plan  <l<*5>,  R  J  Umpm^is 
subsidy  plan  ( 1967).  Edward  Sc^wam  *  guaranteed  income  i I967>.  the  negative  income  la* 
ptan  of  President  Johnson's  Income  Maintenance  Commission  ll^l.  President  Nmon\ 
FAP  (1969>.  George  McCo*ern  *  51,000  a  year  dcmoftnmi  plan  (I972>.  Great  Britain'* 
crate  income  ta*  fl*72>.  and  HEW*  income  supplementation  plan  <I974>  Anderson. 
*W/kre.  pp  133-1 M  The  effect  of  the  Friedman  prop™**  on  the  climate  of  putt*  opm<t«i 
for  welfare  reform  is  discussed  in  a  speech  of  Wilbur  J  Cohen,  dean  of  me  school  of 
education  at  the  Univcrsrty  of  Michigan  and  former  secretary  of  HEW.  repnmed  in  W7M 
Stmit  HfunttH*  <m  Welfare  Reform  p  1155  A  discussion  of  ihe  negative  income  ta* 
proposaJ  may  he  found  in  Yale  Droxen.  Toward  an  Ultimate  Solution."  Saturday  Rmm 
May  23.  1970.  p  30.  and  in  Edgar  K  Browning.  Kedistnhutum  and  the  Welfare  S\ stem 
(Washington,  D  C   American  Enterprise  Institute,  1975).  p  65 

M  See  the  defense  of  this  proposal  in  Daniel  P  Moynihan,  "One  Step  We  Must  Take." 
Saturday  nYwew.  May  23,  1970,  p  20  Tm\reasons  why  FAP  did  m*  win  acceptance  Imrr 
Ciwgrcss  are  explored  to  !><mel  Patrick  Moynihan.  The  Print  *  of  a  Gmnmteed  tnume 
(New  Yo*k  Random  Mouse.  1973 ) 

"The  demogrant  oian  and  variations  arc  cited  in  Edgar  K  Browning.  How  Mush  More 
Equality  (  an  We  Afford ?"  The  PuNu  Interest,  Spnrtg  1976,  pp  90,  105  li« 

"Ctmxrviuonalljuarterty  Alrnutta<  UV77|.  p  47| 

"HR  4*21  w»s  introduced  by  Rep  JamesC  CormaniD-Calif  land  Al  UllmantD  <>*e  I 
S  1290  was  introduced  hy  Ser,  Daniel  Patrick  Moynihan  (D-N  Y  )  and  seven  cosponsors 
H  R  4425  was  submitted  by  Rep  Augustus  F  Hawkins  <D(Calif  I  and  C  arl  D  Perkins 
(D  Ky  f  S  1312  was  introduced  by  Sen  Cay  lord  Nelson  (D  Wise  )  and  ten  cosponsors 

(>  Calculation  of  the  low  benefit  disregard  is  illustrated  in  the  vase  of  an  AHXT  family  in 
Texas  for  the  scars  1980  and  1 98 1  as  follows 

StfiiNG  Msmsk  m  Vsi  it  <»  bm-B^MU  Dis*M.**n 
Af  IK'  and  fiwd  stamp  benefit  M  65  percent 
of  the  poverty  level 

AFIK' portKm  of  the  above  benefit  I-*1 
AFPC  natnc  benefit  level  (payable  to 

j  family  with  no  income*  ,1 140 

Potential  low  benefit  disregard  f1 

t->|f  <  t  Of-  I  OU  Hi  M  M  I  PlSKK. \H\t  <*\  |s<  it\U 

\HK  Heneftt  *tthnut  fat*  hem-tit  dntet!tini 
\FIH  basic  benefit  Use)  ipasjhlc  m 

j  IjiiiiK  with  no  income*  >'441 
<if«Tss  earnings  SWN> 
Inductions  and  revised  work  incentive 
disregards  (5120  standard  w**k  expense 
deduction.  5100  vhild  care  deduction. 
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$70  f  iininji  dwrrganl  Sl0J~«fcM*y*d  of 

on*-th*wl  of  reanninder    net  income)  .393 

ATOC  benefit 

Bemfif  attorning  fnr      ivmfit  disregard 
AFDC  Bmk  Benefit  LmJ 

b*fectKM»  and  wod  tflcetx.vc 
tbsflrfanfc 

£arwn#>  net  of  deduction  ami 

•01*  incentive  diuz&nh  ^07 
Urn  benefit  cfcw**anJ  Uj 
Countable  income 
AFTC  benefit 


-207 
nil 

$140 


$600 


-94 
$46 


^  U  S   Dep^urnni  of  Health.  EoWafion.  and  ifcrifai*.  (VW,  Pr^ui/ /<»- 

^.  1979  <  revised  June  6.  1979,  (hjl£*er         *,f  ,4Arr/i.  p  42 

ISW!^^,rty  f0f  AFDC  C"  *  *U"*d  50  lofl*  ^  of  all  disregard*,  h 

??  Z 1 f1****  w  ^^enr  till*  change  i*  ^met.me*  referred  lo  a*  cuiendini 

efffifHlHy  to  the  breakeven  "  * 

"Qnoicd  10  -Coofirs*  and  the  Welfare  Reform  Controversy.  Ovrerr,,,,™/ 
p  153. 

"The  b»gh  benefit  me  reduction  for  wetfare  recipients  who  obtai n  cmptoy mem  ( sometimes 
itl^  to  a*  a  high  irtai^     rate  ha 

rtcipem  »  earned  income  »  increased  by  a dollar  >  is  aWir*****  and  ilfustrated  in  Anderson 
mrtfaY,  pp  43  -56  It  1*  clamed  ft*  «  some  instance*  benefit  reduction  ntfes  approach  or 
*vene*^K»j>erceni  Bartbetal TimmrJ  an  Effcvtnrlm<m<  Support  Sxsirm,  p  124 
•teSee  the  attachment  to  the  statement  of  James  N  Mornan  of  the  hiMtttrte  fc*  Social 
Research,  Awt  Arbor.  Mtafefati.  1*78  Sennit  NfurmHs  i«i  Wttfvre  Rrf»rm  pp  1012-1014 

"WHSrMtrNMitgstmM/aSrfiffirm.p  440  See  jIm.  pp  MKM  ItW  fable  «  |  in 
article  tuhmjticd  by  Jame*  N  Morgan 

C  RSInvuv  Brief  IB 770*9  Wrffyrr  Reform  p  5 

fearthetal  .  hnwra  «n  tjnme  lm**nr  S*///**/  $\%kt*.  pp  40,  |60.  The  S*0  BiUi<m  " 
Welfare  Failure.  »m%fnr%%  nVri.  p  55 

^Ptootede  0  al  .  "ThtMmqt  of  V**far*  Reform,  p  63 

!!l^!^^^,rwFs,N,rr/<  ^w*^  P  54  Recipient*  <rf  AFDC  bencf,H  in 
low  caa*  benefit  *tate*  air  cHg*k  for  more  food  stamps  than  tho*  in  hiah^eneOi  «*e* 
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since  AFDC  benefit*  and  othc  transfer  payment*  are  counted  a*  income  under  the  food 
stamp  program.  wh*h  reduces  the  value  of  food  Marnp*  given  so  recipients  in  high 
cash  benefit  states 

"See  Browning.  How  Much  Mure  bjualny  Can  *c  Afford'"  op  92-93 

*  Cited  in  Aiiderson.  Wdfart.  pp  23  -24  References  to  earlier  challenge*  to  official 
poverty  figure*  arc  cited  in  Henry  Hazlilt.  /ne  Conquest  of  Potrrtx  <Ncw  Rttfhclk.  N  Y 
Arlington  House.  I97.lt.  pp  31  -19 

11  IfuomeRedntnfrufum  p  226.  I<*7X  Senate  Hearings  on  Welfare  Reform .  pp  1143  11*2 
"NEW  f  iuaheet  p  V> 

;T/V7#  Srmstr  Nearoi^  "«  Welfare  Reform,  p  8(N 

fnc  President  s  Commission  on  Income  Maintenance  Pribram*.  /Wrft  /4w</  P/enn 
The  Awrh  an  Parado%.        (hereafter  the  Hetnemon  Repint).  p  151 

"OmgrcssMHial  Budget  Office.  Welfare  Reform  taw.  Obfamf*.  and ApprisnHes.  July  f 
1977.  p  M>.  n*Kc  12.  Barth  el  J  .  Tr'H./r,/  an  Effeeitxe  Im  t*ne  Support  System,  p  95 

"Shapiro  v  Thompson.  394  <J  S  618  <  1969* 

"Tnc  (  ili/ens  Budget  Commission,  a  New  Yi*k  research  gnwp.  quoted  in  Peter  Kihesv. 
S,H*ih  Fostering  Relief  Rive  Here. "  Vi»  K/rA  /"/we*.  October  14.  196* 
" /V7*  Vwi/e  Hearing  *m  Welfare  Rtfitrtn  Propowls,  pp'  682  -68.3.  response*  of  Robert 
B  I'arlMNi.  UHt\*ec  V  S  commissioner  of  welfarr^irtd  director  of  the  California  State 
Dcpjftrmrni  of  Social  fcelfjre.  on  bchjlf  of  the  Chamber  of  Commerce  ol  the  United  Stales 
to  written  quest  urns  from  Sen  Moynihan 

'  Ha/liH.  the  i'tmqurM  of  t'**\tri\.  p  I^K 

*  '-t'  S  fltpartmcni  of  Commerce.  Suuntu  al  Ahstrutt  of  the  United  State*  W7H.  p  456 

1  I  S  Congress.  Senate.  SurM*mmntec  on  Public  Assistance  of  the  Committee  on  Fi- 
ivukc.  Heunngi  tm  Welfare  tthnk  Ctaitt  Fiuul  Rettef  Pn^tuit  (hereafter  19?*  Senate 
BLh  k  (irom  Hearing).  9*h  C  t-n^fess,  2d  session,  p  62.  statement  of  Sen  Moymhan 

'"CBO.  Welfare  Reform,  h\ue\.  ( >hm  tt\e\  and  Apprt*nhf*.  p  2V.  fn  21 

t  ♦ 
"Sen  Robert  CM*  <R  Kans  i  quoted  in  Welfare  President  Proposes  >kw  legislation  to 
Overhaul  Nation's  Wfclfafc  System.'  Rureau  *%f  Stomal  Affair*  Dad*  Report  /or  b.\eeu 
me*  thcrvafief  H\  A  M.R\  V1j>  2V  WJ.  p  0  l<> 

"'<  ..twesswud  ReifJ  u*l   12^  iiunv1  «l.  p  S  HI**.  IV7S  Smate  RUnkdnmt 

He  an tt a*  p  ^2 

MVe  c*jfiiple.  /W  Si  nan  Htann^  .>n  lirthm  RrfotiH.  p  1*16.  suiement  of  the 
I  mud  Mjto  (  jth4»lu  i  itnt^rcme  jnd  the  Xatmnal  Ci»nterert4e  ot  Cilholiv  ChjriiHTs. 
Ihid  p  i  W4,  Wiier  Imm  Margiiret  Ceis.  president.  CiHimil  *»rf  Planning  Aflili^tes.  Voltlc. 
Wjshington.  to  the  chairman  M  the  subcommittee  on  welfare  retmm.  ibid  .  p  I2H. 
1esiim4m*  nt  Victoria  Fletcher  of  the  New  Orleans  Ug«il  Asst*tancc  Corporation 
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"CtmgrwHmalKnord,  vot  125  (June  6.  1979).  p  SJttS    '  ' 

^J^C^ZlJT'  °hjr"V't  ^  pooches,  p         TMe       v  s 
Wt«cn«  of  Comnww.  Snnnri Abwm,.  1978.  p  468.  T«Wc  758  <«s  „f  |976> 

1  R«lJn*Mf  «  nwhliotwHy  adequate  dtei.  set  Rose  D  Friedman  /W«*  /v/;.,„._  _  > 

Z  2L  tLrr  PT!2y  rtWBStMW  *~  b>  «8  *r  M-fH.ta.ed  level  nf^c 

by  dwe.  smce  food  .hen  reared  abowt  o-cdiml  of  tftc  e,pend.wr*s  of  km  Some 
fcrmte*  A  sludy  by  HfeW  HI  1974  concluded  thai  all  poveny^eshoW,  «  l^Z 

£ "** °* ,Hmloai  ,tCm%  '""Pcndnurwonfood  ((CTO 

oi  poo*  py  IS  peucm  ,f  ail  IhjukJ  assets  we  included,  by  16  pcrccnl  if  rem  .mowed  from 
home  owner**  -s  included,  ami  by  41  ,f  „*  ^  f„ 

Wrlfa*.  TkeMraiurr^rm.  April  1976.  pp       „V(. w  A  (972  l91Wu^r 

spent  M  lpc«eiil.tfH»se*ithiiK.,riKfrom$3.44X)to$4  999si>eni27?iv.f.«,.  .kJL  - 
monies  fnm,  55.00O  k,  $6.89.  spent  22  6  perveni  1    *  (      '  *"h 

<a  740         lo  ,  ^   **  0  Pcrlcn'-  N*5*        incomes  from  $6,900  to 

is  'J  ^l.!  ^,'^n:,rt'  h^  '■«■"«  M*"<  progressively  less  on  food 

r  "  P^^*'  »  "*'-*   V  S  Department  of  Labor  Slat.siics.  /97*-7l  OwsJIr 
'  tprmlHwr  Survey  Release  N  .  7 5  -  276 

-<^«fcm  Lee  We,f.  Thr  Wrlfur,  /Vfwre  <^  ,  Wh«e  Plains.  N  Y  |n%(„u(e  (nr  Sock> 
es,«KwS,u^>.,M78,p  7l.4lM1(ins(ormerRep  M^nha  W  Oriff.ms  J  "o^s 

V  i  OP  *f°r  '  '«  mtm  »•*  ««  "-versKv,  ,o 

X  UP  if  me  johs  cmip,meni  of  «>  pr,»Kram  ,s  j^^s^ul  a>  predated 

TRS.  *'rtfitrfKrf,prmBtnk*uwrntf>tipTt*  p  79* 

'  h*IriTrM^,l'Csn'm  ^^""^^  '«MF<  »»llm«tx-il.e,hlef,*ih..henet.i 

1«h,le,neyho.dpttMKemp«os,m1  Ihc...  „.  .,„,„,. , hj^,™  * ^ 

'  h7r;r^ ncH  •  jv",,jh,t' ,,uh,u  ^  •  •  1  *  r,,,.,,™,,,  «„, ,  , 

leseise  I.IK  henetiiWf/  H  f  „, ,  st„,    P  > 
Sa  (Bt»  H,l,„uR, t,.,m  1         „„„,„  ,  |/(/  <ifc<  p  ,„ 

-  Vjf.  lo,  .^mpic.  Anderson.  I»(?,„„.  ^  :n  _.}6  h|f  ,^  arcane,  . 

1  .Man..  .Hi  Marshall  see  /V7*  W  W(WW(f,  „„  H(./ft|fr  pp  ,|ft"  ^'^'^  ' 

I97K.  Ha.H.n^- 1  jN«  IVpanmeni  specal  a  (or-^llaie  rel,»m.  J.nl.e  Allen  f> 
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"42  US.C  6tWaMf9)  RegiHratton  for  training  or  employ  mem  is  not  required  if  the 
person  a:  a  ctnld  under  sateen  or  attending  school  full  time,  ill.  mctpaciWti,  or  of 
itfvanccd  afc,  to  remote  from  a  work  incentive  project  that  Kb  effective  participation  is 
pigvemgd;  rtqnircd  to  be  home  became  of  die  illness  or  incapacity  of  another  member  of  the 
novfcfcikt,  a  fnocfief  or  ocner  relative  caring  for  a  child  under  the  age  of  si*;  in  some  cases  a 
mooVr  or  female  caretaker  of  a  child  when  there  is  a  man  in  the  household 

**  Letter  M.  SaJamo*.  Toward  lAtfme  OppvriwHtx ,  Current  flunking  On  Welfare  Reform 
(The  tatiMrof  KHicy  Sciences  and  r^iNic  Affairs  c  Duke  University  -The  Ford  Found* 
turn,  I977>,  pp  160  161 

"Hetneman  Report,  p  59 

**Tne  median  number  of  months  on  AFDC  in  March  1977  »as  25  2  CRS .  Welfare  Reftrrm 
Bai ktroufui  Paper s.  p  |7  Heweman  Rcf*trt.  p  59 

W/V7S  5e*a*  Hearings  tm  Welfare  Reftrm,  p  361,  written  response  of  Ray  Marshall, 
secretary  of  labor,  to  question*  from  members  of  the  Senate  Finance  Committee 

"See.  for c%*mp*c,C<mtrriHimai Rrund  vol  125  f  March  20.  I979>.  p  HI5IH.  esplam 
rag  H  R  1105  tmroduccd  by  Rep  Charles  b  Owsley  (R  la  >.  pp  S  8155 -S  8157 
dticusainf  S  1382  introduced  byScn  Russell  6  Long  <D  U  ),  Robert  Dok  (RKans  J. 
Herman  E  TaJmadgc  (DGa  >,  Bob  Packwood  <K  Ore  I.  Lloyd  M  Bcntscn  <D  Tc*  hand 
Richard  S  Sdttvciker  (R  Pa  )  and  (Juh  26.  1979).  pp  5  10658  -5  10659.  discussing 
S  1579  by  Sen  David  L  Boren  d>-(H\U  )  'mc  scholar  argues  thai  instead  of  jgain 
studying  welfare  reform  perhaps  we  should  investigate  how  we  can  upgrade  jobs  and  make 
them  more  attractive  to  the  poor  In  his  vie*,  good  jobs  can  compete  with  welfare,  pom  jtrfn 
cannot  Nathan  Gla/er.  Reform  Work .  S*H  We  If  arc,''  FhePuMu  In  tere  »/  i  Summer  1975 >. 
P  3 

"Vtoti.The  Welfare  Dethitv  *>f  pp  -T  4k  St atement  of  Blanche  Bernstein,  New  York 
human  resources  administrator 

**CBO,  Welfare  Reform  Issues .  f>fV«  tins ami  Appttsuhes .  p  25.  n  16  Social  Security 
ta.es  may  take  another  6  cents  out  of  each  dollar  and  some  families  may  find  thai  the 
payment  of  income  ta*cs  {subject  to  offset  by  FfTCi  also  serves  »s  a  disinccntrvc  to  work 
For  c  samples  of  the  effect  oi  benefit  reduction  rjtes  tm  program  co>ts  and  work  incentives 
under  FAP.  see  Moynihan.  Fhe  PaUtn  »  *<1  o  Uuarantred  fmime,  pp  475  -479;  Jodie  T 
Allen.  A  Funny  Thing  Happened  tm  rhr  Wm  //<  Wrtfare  Reform.  Washington.  D  C  The 
Cman  Institute,  January  1972 

f he  administration  seeks  u*  distout aye  f  .inula*  now-  earning  in  cucss  of  the  welfare 
benefit  thai  j  Ijmily  ol  like  *i/c  would  Jiaw  it  if  h,*d  no  iik««nka  from  quilting  join  to  quaMt 
fi rr  welfare  f  hi*  would  he  a*%omph«hcil  h*  nukini;  r.iiniiu  »  cJu'jNc  i»  the  hreakesen  -it  the 
ti.ne  of  iheii  application  tof  benefit*  is* <t  .iitci  the*  hj*c  on*e  qualified  with  lower 
wjL'is  i»r  no  hjccs  I  he  h*tur  per  nn«nth  »*<«fk  tmui  limit  fm  pjfcrttN  attempting  U* 
qujlitv  Inf  AFIX'  CP  hciict'ts  witulJ  he  rcpljieJ  hv  j  si  jndjrJ  in  he  kk  luded  in  icgula 
lions,  which  would  permit  j  principal  earner  for  rhe  family  to  ejrn  up  to  a  month  and 
still  quality  lor  AFDC  CP  I  his,  mupled  with  eligihilif\  to  the  Nejkcven .  wtudd  pri>6aMy 
encourage  somV  W4»rkers  in  low-wage  |<»bs  rmi  to  icdikc  their  himrs  of  lab*»r  js  quickly  as 
before  CBO  refers  tt*  the  old  Hn)  hour  fulc  as  piiKtu^ing  signifu jot  work  disincentises 
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MC*S  fstne  Brief  IB  77069.  *^rm  p  5 

i^Tof^^f^^f°^my  r^'»^W  p   ,4,- ,44. 

is jsca?  "cmen(  81 806  ^  -"—  ^ 

r/A"  pp.  1148-1152.  from  an  article  by  Wilbur  J  Cohen 

^TS^IJJf*  ,IWfa"e  >WOrm  G"WWm*  ft****"*  p  ,45.  u*e- 

''U  S  Drpnrmem  of  Later.  Enrptoymem  and  TVam.ne  >dnnn)«nrtkxi  p,  * 

•""^ **•  <  Kington.  D  C   Br<«*.n*t  liW.w,,,*,.  |97«i.  pp  v*-MW 

««»Je%  1  .  hi  J?  Umilies  S.nele  pvrvon,  childly* 

uHipJe,  »m,W  alM.  he  p.ven  the  oppurt,*,,,*  to  .paiif,  t„  these  puNic  wrv.ee  H*s 
t«W»«MMf  ATr, ,o|  ,2S  (i«ne  12.  |979».  p  H  4404 

"Satampn.  T>m-ur<t  lmtmt  Oppommux  pp  29-30 
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'» 197*  Senate  Heun*%%  cm  Welfare  Reft**,  pp  8*5  8%.  TeMitnony  of  Charles  D  Hot*v 
a  of  Sacramento  California 

"nrrnSrmi* Heart*** <mWrt!«rr Re1*»m ,p  28  Ncwt4HHjM^mpnrgaUMHis.propi^li> 
ughien  up  the  prvgfam.  org  vriticittd  t>>  the  stale  welfare  admini*tratt*  of  Indiana.  Wayne 
Stanton,  a*  inviting  fraud  and  program  miouw  Stanton  contend*  thai  the  regulation* 
mtntt  Mate  investigate  lo  verity  eligibility,  that  applicant*  *ill  no  longer  be  required  to 
have  conking  facilities  io  ijualify,  and  *>  forth  Food  Sump*  Charade.*'  Ituifuna^^s 
Sens. My  23.  IV7V  (WtiuaKof  frKfcodstamppr^^ 

I  mtllw  people  from  the  hmd  M*mp  n^lN  and  to  encourage  another  3  million  pour  to  4pply 
far  fond  stamps 

1mW7H  Sf'fcift  Hemin*\  t>fi  Hrtfarr  Reft*m,w  IH3  l»5 

"Should  Government  <o*c  Cash  Instead  of  Food  Stamps  *"  C*»tt;rr<st<>tuil  Qyartcrh. 
v  .VnJanuarv  21.  lv7H»,pp  12*1*0 

"Ibid 
*  Ihnl 

"Hfril.  /nc  H«7/</rr  DrtHtii  ti         p  75 

"'"Many  Welfare  Applicants  Repined  Seeking  Medicaid."  H>t4shtftt(f»n$ftir.  Novemhcr  17. 
♦  IV7fi 

••"Transcript  of  PNA  Interview  with  Rep  James  CiHman.  B\4  Df.R.  December  22. 
|M7B.  p  J  6 

"Michael  Sunikhrast.  "Welfare  Planning  Ignites  Struggle.  *  h%/i*f«*ro«  Sfar.  AuguM  6, 
1977.  Many  Welfare  Applicants  Reported  Seeking  Medicaid."  Waxhmxum  Slur. 
November  17.  OMB  i*  si  Hi  to  believe  that  hou*mg  benefits  will  increase  and  that  by 
H*4  thev  will  coM  nearly  *  much  a*  U*«i  stamps  and  mure  than  AFDC  benefit*  Peter 
Mibuv    The  Third  Branch  of  Welfare.  *n%hMtum         August  5.  IV7« 

'  Bunh  et  al  .  fi^urd  an  tffi'inve  hu  o/ttt  \ttppt*ri  Swtem.  p  MY 

**CfH>.  Hi! ftt re  Reform  t*\urs,  Okw um  *  u*ul  ippr. tutor \.  p  2-* 

-Jiidie  T  Allen,  t  fi#wn  //u^v  Hupptwi-'i  th<  »M/./'r  AVrWui  t Wu%hingl<»n. 

L>  C    The  I  rhan  Institute  J.mujfx  1^2 » 

T&O.  Uitf*trt  Ritftm  /  .iH  .  Oh-,  tint-  f,d  l/y.w./'f*  P  v4vh 
"/vT*  Noirtttw-n  H,  Hun  KJ.'f'  p 

|!  •  i  imih  u,*fw>  «.l  ihjn  f  Jif  ni-irXel  vjIih'  «uhin  24  nwmth^  ot  the 

jpph.  .ition  for  henefitv  it  *mi»d  lv  denied  henctit^  i«»f  ^  period  of  time  thai  vjrie>  *nh  the 
>Ju4-  .it  the  4**1*  di>f*ned  *>f  HEW  juMilio  allowing  benefit^  *hi  (his  bj>i%  rather  than 
tut ^1  Ji ni j!  Uh  fraud  in  qualify  mg  fw  welfare  aoMvfjnce  *m  the  gfiHind  thai  pfit*  <ng  iaWot  to 
avifjud  is  difficult  and  i»ften  unsuecevsful 
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*S«e  ft**  rt  at  .  Toward  An  Effective  Income  Support  System,  p  J7 
"Congrestumal  Record,  vol  125  (J«K  6  1979).  p  S  7124 
"CBO.  The  Admtmstratitms  Welfare  Reform  Propowl.  p  M«u 

Welfare  Reform,  p  mi.  ^ment  of  a.fford  i  Wh*  |U 
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Wtlfarc  Chctfcrv  WasHmgUm  Post.  July  I.  197V 
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MCBO.  t*W/wr«-  /„„,.  Mfl  4pftr  tut  hff  ^  ^ 

CBO.  f/,,  AdmuHMraum  «  *W/«ir,  ^,(rm  J7,,/W.  pp  27-  J|.  |22  123.  M7  -142 
""  See  al%«>  A// »♦  f  ihuhret.  pp  52  51.58  f>: 

1*979'  iT^JST; ,M * n   "  R«  «""• vi"  ». 

Ce»5u,  Bu^  poverty  «hre.  jW  lor  the  1(k,c.W  M*  «,       reform  fJTte  firTf  „ 
year*.  W  rcl*f  would  be  phased  ou,  ,n„  che  ,„,«  >earv  IoHoh.JT, 
-C«n,m,iiee  f<*  fcvommm-  Development.  ,„  ,,„„,,,  ,„K  ,m 

cXa7^'W  /''*"""f,  Rrh>rm-  ™  -WW  b>  Secretary 

'  /V«  Senuie Hearing      He/tut,  K.t .„,„  p^ 

•  "CBO  Mimaied  <h„  d,m,»aii«  -he         HUVB  ,„  BJ|P  A.iu!j  jJU  rw|  >j>h 
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•-ftanh  ci  j!    Imurdan  tfamr  §m9tmr  Support  Sysvm.  p  102 
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M,CfK).  The  Admmurtuum*  Welfare  Reform  Proposal,  p  128 
"Daniel  S  H*mrf'**h.  "Sut»id«>  for  Wnmtlx:  Pmale  Seek*."  m  <><•«//#««  lubn 

Bra<*M**  f  ntfifttfiWK  I97f>,  pp  87-115  OfWFcfc  John**  and  )*mo  L>  rmmrfa.  fh< 
Ptwal  SubMrfutkm  Effect  of  Aternarrc  Approaches  lo  PuMu  Servnc  fcmpk»>ment  Pol 
Ky«j,mrm»ltjM**mrii%.*i*  J2(Wmlcf  HTHi.^1  3  26 

"lJ97HSrtii*rNr*rmg%  Welfare  Reform .  p  647.  >  .  lenient  »»t  Keith  Comnc  dirctlin  n 
Ok  UttiitMM  D*panmem  of  PuMic  Social  Srr^KO  '  ompu?  Barth  et  al  r<>Hnn/  ,<* 
t.ffeiti*e  tmtrme  Supptfrt  System,  pp  164-  165 


E  STATUS  OF 

WELFARE 
REFORM 

IN  THE  UNITED  STATES 

wwfrttmem  ow  who  iboaM  be  helped  and  in  what  way." 


*  mm  ft* 


mm 
******** 


fffZr#r  ZiuT^  a^L!  * 

M^Trt.rZ  ~  ******  < 


WMf 


0k  tttawji  ■*  # 


w  ft*  **«  * 


ft  ft  . 
1  T* 


Miak  a  Sift  i^^rx^^ 


ftepriittad  fro*  Int«lUcC,  Oct  lit  ia«  ^ 


,ERJC 


382 


mmm  fto  oMl  MM«  of  dar  re-    too  ftm***  aypiilw.no, 


to  M  AM**  ***  *  • 

to 


to  to  prow**  r^areal 


aldcrf*  art  mm  a  part  of  ito 


liM  to*  put**  welfare VP*"*  *** 
#w  ft  if  1 1 m  i.  e  to|i***ng  ■"'"T 
*4  OM  ewtoog  preirejej  it 
correto  do* 


of  tto  aeoM 


to  Jimmy.  I*H 

toe*  peace  ee  tto  weflere  *****  

If  ftm  mm***-  Tto  e**erw» 


for  AFDC,  •tote*  ejofef *3aw 
WniiowHono  eta**  wbo 
tndi  ojtnr>    Aa)  A^^&C  oaef^ieoA 
otaikefty  cafcfbej  for 


Stole*?  Aa  m 


ft  J  5,  ito  rrtof  of 


mmmf)  *"*  *"  potoiece  o<  wottotory 
eborfeoble  §&mt$  mm  pebwc  aid 
mm*  mmimmm  *****  <to  O— * 

^HiM  Of  (W  l^Wf,  tOt*  fW«OT 

ww  otwrlrlMt  to  earct  fto  ttomw 


dtsettr, 

WW  tto  Socio)  Seotrity  Act  ***** 
fto  cetefory  of  "defto****  ckHiw» 
k  b  M(N  fcM  0*0*  ito  owl  P*** 


Tto  erobfe***  of  die  writer* 
are  mmtmmmm  by 

of  tor  c*eb  trewrfer 


mm  mkmmm  *i 


wMMrfm  Weabaeftoej.  to**  o*a 

•  terer  e*f  of  fto  food**  feapeeajbw 
try  Tto  SoaeJ  Sreertly  Act  «* 

fi^M  preoft  »  **  eteto.  to  _  _ 

p)i  ***  retof  of  tbrer  troop*  w  to-    ^  ^w  ^  w  ^ 

pntt :  tto  epedl  (to  b*iee5»  end  dipt  ml      ,j;  ^.  -  -«  — 

—  diton.  A  kvrt*  "numwy  of 


wbef  wotdd  toffee  fttor  to  fto  Se- 
na! Ad,  roe*44  ftoto i  tad  ^ 
developed  ~mc<tof*  aoietfowe*^  f^f^ 
Trjtti  tor  eiew  of  oirepopj  etoajeeiei  Mai< 
bjfjutoiwooii 


income  en*ela»  Ttoto 
coneo*  *t  m4*m,  mtnnvm,  mm  m+ 


(OASDf): 


msimj  tor  memxmiUMm  9$  mem  f*+ 


mry 

mr*ttcc*  of  *iWfto 


im  Ai  p#  tim*.  *m*ft.  to;  mm  ^  mmirril  rAv    J^J*?^  ~1 


for  ^  ^  ^ 


to  fto  «otc*  10  mm  pmum  *  to 
toooty  ooor.  Amrfkoo  «r<tf m  utfrtot 
wt  oomnMlrd  by  o  ofctotoffcy  •'to* 
<M4in|wrJx>  txl*Hsto  cUne»  of  «to 
poor  who  dewrr*  *********  fito  »#t4 
pwr,  fto  Mwtd  poor,  ito  >«mg  rml 
Arpntdrftl  poor,  rod  fto  fcr.jnjr'^iv 
*N*J  povrl  *wl  tto  re*f.  who  of 

$<mx  oo  FnJ4f**  fumh  to<«  tot  A 
I<v«b  to  Ni^o  to  3\M\t  psmm  who  mo 
HMffrty  pfCf.  rruny  tl»iei  ollrr  oo  brio 
M  «M  to  fto«0  per  aw*,  Irovinf  ttoM  to 
tto  tcodrr  o*crc*o  of  *vfvot*fy  ctom- 
«Mr  toMifuttom  of  kxol  unit*  of  so*. 
rmmriM  b^vt  ■  uirrory 

lor  Ac  i*«**«(rfon<*J  pocr  c*litt$ 
*SCorrrf  •Hrrtoofc"  Oo  tto  who**, 
*%»r,  tto  w^ffjur  *vvicm  h»  orw 
*♦  »  trtucfr  1<x  mmmf  fto 
\M  *fl  tto  poor 
Wtofi  fto  Ihjcu!  S<wuni\  Act  Of 
ft? 9  «»iM  p**%cJ.  i«  pfOMviom  tor 
IamKuI  (trsnf<  to  ♦fttrt  to  ifl 
toronoj  tto  ore*  tto  orirrvrof 
poor  wort  rtortnnJ  to  to  of  miy  trorpo- 
rrry  MoporUoct  Bv  r**oo  of  fnoro 
projmocnl  kolwrc*  10  tto  rtt  —  Mich 
oompui^orv  «oci*l  i^nur^ur,  with  if* 
b0ort4<t  «o  rrfirnn  workrrf  or  itoif 
ronton,  nod  Morntpk>»owty  nttinoco 
— 4  wm  ik'Mrm€*i  itwf.  o*rr  iiTO,  tto 
oocd  for  ^r^oli  to  ito  tl*'d  woukf 
l»d»sfty  dicppvar  If  wh  nr«  imftt 
10  yr>n  mfut  WwU  Wor  I!  tfut 


•cocs  rVoni  tto  tow*,  or  pfcywc*  or 
nwntoi  toc^ority  of  •  poroot.  AI  of 
the  o*r*  minf  thM  drftm«KW,  cw- 
ittHJv  rrcr«««  Fodrrrl  fuwh  for  tto 
fYMihni([  Aid  to  Fomilio*  witb  Drprod- 
cot  Chddrm  pfOfrooi  <AFDC). 

Fncf  lo  fto  Social  $mmfy  Art  of 
|«5  tod  umri  1960,  tto  Krdiof  ft*** 
fef  wvown  tocoonof  fto  tord  of  » 
f>mi»y  wuh  dc^cndcAt  cbildj««  wji 
wfdowbood  By  197?.  dnerot  of  trpo- 
txtv*  tod  boconw  tto  kodioff  rttm 
tfut  'V  oyrabcr  of  fxnitos  toodod  by 
a  wrmjo  who  wr*  dmjrwd,  Kp»r»kd. 
wtdowrd.  or  aoflc  toi  m<tro»«d  **«Mft» 
cjofly  »r«mojog  «•  ito  owd  lOWT*. 
there  w»  o  **welf4tre  rtplowfi*'"  so 
AFDC**«*.  towoo  1W  and  T9Tf, 
ito  number  of  prfw*  nrcwtfto  AFOC 
^♦i»ot<  doohlcdy  growosf  from  5,» 
300^XX3  to  AFDC  pry- 

mcol*  ffrw  cvra  1m\ef,  trom 

txwjom  »q  j%7  to  W.200.ooo.(xw  to 

1971.  With  tto  iramfrr  of  fto  orrdy 
»grdr  Wtod.  rod  primrormly  &od  fo- 
ixUy  6n^M  to  fto  fSt  ffO|f*oi  *o 
{974,  fh<  AFOC  fami'aer  tia^r  taken  on 
tto  of  tto  "uoworihy  fvioc"  and 

rtrfotm.  from  «omc  prftpocrivrts  * 
ftrexc  itun  an  aorm«i  to  root/ol  ttoif 
uum'Mn  and  rip€r^>tufr<. 

In  ^sm^i  ail  of  thr  m:ri,  SSI  «nd 
,rfK    frvioms*   arr  ji>Mm*i*afiy 
^hpHr  fiW  Mcd.fjfd  C  rritod  tm 
/•lon^  »ith  Mcdjcair  (a  nafiOn#l  «y^«ts 


(APDC  ftod 

SSI ttoro  air  mm  wmmmm for  wferotM 
wttb  ww  irrrkw-ooooortoi  mmtttttim: 
pttmom  for  wido%t  rod  obSdrro  of 
Y&erun:  fraera!  oMfdtoao*  to  fodfatoi 
and  aiant  aoof  to  Oibao  refofot*.  Ttoro 
•re  at«o  ooo  ioootor-to*toi  program*  of 
an  io  bind  totfto^M^COOA  lodito 
hefhb  mm  and  boowsg 
for  fftonMf .  InoofiiO'tn 
prryf imr  tododc  but  Kff  not  Vmtm)  to. 
Medicaid,  beottb  axrtmoe  for  oof- 
error  wrifc  (K*r<wt  o*oaKV/t  to*i4i 
nerd*;  variewr  VS.   t>pmtmm  of 
tIo#^»nf  and  Urban  PreidptorM  pro- 
frajm;  food  ttaoin*:  add  tto  ftatkoraf 
scbtxA  loocb  pfofjvo* 
lo  vk«  of  tto  oridi#ptoo}y  of  pro- 
of  wvtfoto  or- 
form  toto^e  Ito  actio)  hood  to  to  aw- 
drr«od  w  r^umnf  a  ccmorytooorro 
income  rrvof itv  pf>grtfi  whjrb  would 
rffHicc  mott  of  fto  cu+oof  inonno- 
teffrd  and  non-i^veme-fentod  casb  nod 
in  kind  tramfrr  pro^rotoa, 

nolfaro  wfwm 

Tto  ms^or  proor^aH  for  woffarr  r#» 
form  c«d  to  i!»MilHl  a*  foflm:  in> 
pfiwrmroti  in  tto  nitt-ft;  ry^rot:  #»> 
ffn^fno  of  to-kind  wnrk-oow* 
J.iKifted  mcxrw  wjpj-'cnsrot*;  demo- 
(tr»p.t«;  and  comprcton*«r  wcomo  *«p- 
p'-mfOfi.  WN'c  n<h  rlaawftca'ioo  b 
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« — -  y  from  the  ethct% 


-S^.    ?  *  pajwuti  n  in  U/f , 
Mi,  of  the  r*mfc  of 

-.-..z-T-r         f"  "ton*  m  am 

■igpigk  of  ti^^i  oootfpff  — 

■ywfj I  <M  moucorwte; 
■HTniawJfcua  wo**,  bank  deirtery  rr»- 
*«»*•*«  faafcen,  and  AhmeM  proa* 

22   *****  a>n>^">>   f%uM  of 

g*y  am  )  *  reform  to  cy^rm. 

Wifc  frw  ydattaw  the  eeowiy  for 

w>  iron  #r**m-  otto  ofKerver* 
TT.***  to*  cbeojea  *  We  M  mmg 
ttrwcture  sad  fb.idirt|  ar- 
i  Kr«*'uiM  the  Federal  pyv- 

to  mrim  acted,  to  eiMmf 
— «<y  tor  *  few  tiffrt  or  focal 
°f  Pf**t*w*ient  does  pot  take 
*awce  of  me  nowuioric*]  poor 
•*  be poor  h  pot enouj*  to  o*d- 
!>y  *"*  •wwwojl  Fropoocnf*  of 
F^y^t  wfoim  wnv!d  mandate  FeeV 

•g pmfefpoUQO  wkft  the  Itale*  Ml  m 
fyjtWf  Of  fCntf  MMtlMKO  for  nO*d> 

g?*1  and  KSffc  pmow. 

wmirwil  Ac  Federal  ewnwncnt  to 
a  national  minimum  rtaodardj 
tffiaap  *>*J*l*w*e  <*»  to  wrfn  ad- 

rtdrrtf  era**  to  the  Matrf  to 
meet  (h»  «a*d*rd. 

^TJUJ .  FTOF*»aJ  »  mow 

*w*  AFDC'  prt^nm  info  the  SSf  pro* 
a**"  1/  Cfe*  could  be  done,  fbrrr 
*****      V8*'^  J  lor  <r**h 

Jjw^joot  with  WTifKnrt  mpofemv n(a- 
,t*,r*'  Tbc  SSI  on  -ram, 
•Oder  Federal  fundi  and  Federal  ad* 
yfPjy^11'""1  ******  oKumoatt  the 
•••J^  *fr*  Wirt^  p«rmaiwmfy  aqJ 

*     P"*^  w        ftw  (entrant 
M<  J  '^<WH  io  (Nc  wrifMV 
•*  incirmmTW  «rpt  toward  pro. 

•  FaoVrif  Hiodjr^f  for  ca*li  ^mM« 
(OfTirKr  with  incrcac^d  Fed- 
<f4l  rwiOf  »o  tfw  tfstr*.  TV  imn^fer  of 
for  It*  AFDC  pmrim 
to  tm  $&&  profmm  wouM  f«lkw.  If 
ftey-eaifQjnc,!  ^  lhf1J  -w 
•**K  to  SSI,  therr  wouJd  r«ja  a  Fed- 
J"JJ  ******  fdrnM^lrrrd  arcv 
a**^     imfform  c**h  aj«i«fMor  frji^i 

yF^o^^rffaff  h  lirfKh  %  priKc\%  of 
Wcror^mj  dmicoi^fH,  ,(  rt  .m. 
ff11**-  l»arnn|  mi^c  #rff»m>i.  ifuj 
to  Ne  thr  r^h  of 


•£*te»s40it  of  io-kiml  i^mh) 
****act.  HttMt&c*  of  tfM  mMuw  of 
*»ef  c*aofn7  a  greater  km  of  m-^od 
""^y*  ********  **cfffi,  fa 
•ri»f  too*  reform  proooiron  Iih 
«w*  ivpftenx^  other  tht*  *mH  *rt 
Fa*f  over  f«  mwy  (orip«  t»  *  m  u*. 
wOtfod  frouuflf  Md  food  ^  pte 
J"**?"  K  *  In  ap^o»c*  «re 
w»efy  io  tho  area  of  recreated  »fwr- 
anor  mat  tfie  poor  oooid  gwrrv- 

»™a.  Add#fpofi»Kff  tfoce  ffw  nurtel 
Wrmdoce  oaj  fuact^oo  o«fl 

J*  prowdmf  orrUiB  food*  io  cvruto 
KKoftoof,  mi  kind  «an«tooxo  would 
J^we  Hwir  av44abiJdy.  The  oae  of  t*> 
V1^.,  Mp  ipeesflc  ro- 

#wno»  n  the  a^'ofta]  intrrcif  »v 
««*"nf  Ote  demaod  for  their  prodvew 
^  ffi-kihd  ■wittaoee  »ovld  ^ 
»r  M  Hei>c«t>  for  torh  netm  w  food. 
cMr^m.  rtn*.  otirifKi,  IW(if^  ^ 
^ampoftafton  Arpjowma  tt*m%i  ^« 
•Raroaeb  orr.ler  a/motf  it*  demean^ 
revises  tod  (V  chaotic 
adaarmairame  irffttrnare  might 


•  Wori<cmdh>oocd  tnoome  f*r^ 
ljn4rrftandaWr  frarf^  (ru<  *o* 
f«»™  plao  of  cadi  or  in-ftind  a^«- 
met  to  ad  JN^c  m  porrn  »ovid  ciihrr 
«wu^pr  poopk  w  work  NrW  thrir 
PffaialjaJ  or  doeountf*  jhk  Cwdbod 
pmom  from  working  at  #f|.  a  number 
wch\<^HI^S  pmpen^h  hate 
o«rti  Tiadc:  r»%wt  the  fnirwrnmt  W3-y 
fwrcfn.nent  *«|e  *oNwf(Wt  cjm.f*a 
*vNi^«  r*ork  N^-i.  ^  pub;^ 
em|,crmmf  program*  TT-^  pfr«K*h 
are  a4«rr*«s<  ro  rNr  wurtrng  poor  ^nd 
are  ^*rd  ^  irKeoti^  i<,  r^. 
*^r*i(tf  poor 

KaMitty  the  miofmum  ^d  e«- 

««Hj;rt|t  ift  co»cr^  r»  u/jxd  on  f^ft^f 
of  m«  m>fk,n<  fupr   One  0*  wort  at 
tnrpfewnf  minimum  wic*  of  SI  to  $n 
hotn-  40         a         12         of  fHe 
year,  k.hI  «r,f»  nitT  ,  fam-lM^rta.  he- 
low  'he  pmcny  l.r*    Ou-  rrN«(t*  of 
"Kfta  in(f  1  he  nnmmjni  w^.  Aowrrrr 
«**      em-irefjf  ricric*iirT^  Snme 
»Jckke  »ikh  o£fj«ift  would  fe^iiK  ^  rr- 
ducinf  the  numher  tyt  irj.l.^ff 
partaularlv    f.tr   ^  ^  pr^k-.jnd 
Iheie   are  ajfe^dy  Ijrar  ftumVr*  uf 
•orfccf*  »n  frriMy  rnvc^cd  wrfm *  mm. 
mf  tevt  tfi*n  <Nc  minimum  -p* 
sHuatron  nculd  be  atfra^frd  »rth  e«. 
teodod  co»cf  iff 

^*fT  .IV^^tfi  .  aculd.  ipKoite  paw 
ernmrnt  r*vnrnt  nf  an  jfrmJ  rpon 
part  o»  jq  mji»fdu*r<  waf<s  4  iifrrf 
»aa«'*  wi4l  be  nuMi.hrd  ^od  ■  miV 
"4Y  <»tc  jfrrrd  upim  hv  i^mi  w< 
pffwniaor  of  rfrc  d.ff N-r^cen 
tlar  actual         and  the  tugzt 


>1M  F«f  hpw,  ao  actoaj  w*ae  of  00 
P*f  boor,  and  a  tub«dy  r«*a  of 

SIT  rtL^f^  *  50 

001  mat  me  troaaticroated  retuft  would 
I*  me  deprettmc  W  a/a^ea  tht*m$h*H 
mc  CfHmfry  oy  reacoo  of  ifpaj  a^nfrUMt 
of  fmt  a«mt>mei»t  napplrmrnt 

T>e  concept  of  carra ng  w«o«ida-f  (aa 
WHcdtewadjr  mrn^dast)  ba«  cabled 
•ome  f4fpport  in  Conpru,  wbere  it  * 
worred  to  aa  a  >/ort  00m-*."  iu 
^  wi.»orfoi  h  to 
wppiemeol  a  (*mtf%  etrmmu§  by  a 
rued  ptrocmafe  op  to  a  ut^tt 
^  0oo»  Mrpet  lewf  hm 
rm^ reached  .rw  «utoidy  woiiM  be  re- 
*iwd  by  m  prtn  pmema#a  uool  it  d»- 
appeared. 

ft»r  example,  a  (*mif%  earned  io- 

rftO<*  10  a  f aron  artrl  of  M.000 
TVieafter.  me  $400  nbuSy  woutd  he 
*^^r  2  5  of  any  add^ooal  rare. 
><*v  W7>ei»  r*w  redwetw.  rracfvd  *400 
JJ«  «m»»o>  woufd  cod  Varum?*  of 
tftc  raromf  auotidr  concept  wilt  be 
noted  later  00  io  (he  comprr 
lotome  uippkmm  ^*wwaK 

^"b^  emptofitirm;  eimer  #^weralTe 
or  a«  employer  of  laat  mwt.  at  m~ 
creaamaiy  aoVanted  n  at)  ^rrnai^Y 
eflV^Tncrtt  rpporfBn^  ^r  tfune  on 
welfi,r  who  *re  able  *o  worn.  If  there 
«  any  afreemcnt  Kerwecn  the  welfare 
reform  f  ropivvnK  i!  i»  on  lh<  pr.neiple 
wJ  WPfk  rt^urrrmc>B'  Trwre  are  rut 
d.lTcrrTHe*.  howe%^rf  ibout  whif  the 
nature  «nd  whemon  of  a  worl  re- 
H»«rfmc;it  »hoi,fd  he 

Hivh,,^  douhf.  thr  tTKht  important 
a*prcl  uf  Wrfttk  force  pirticipji>on 
rtw  pocr  .«  ibe  prrKnee  or  afnence  nf 
OmwquenUf,  a  ruoonaJ  policy 
cf  fufi  cmpk»v7ncm  rm  heen  urfcd 
*^(h  a  Krniprrhcnwfrc  irj^me  prijoram 
fti»e  mow  s*te  tn        iV  necrtury 
i.v.viwr^  whN  mxrart  dVmrndi 
<*cnvn<i«  -Jppejr*  to  he  cmerjimi  to 
<*e  rfffil  fhil  fttcNare  rrcip^ma  «hould 
r>  r,Hw  tricJ        cc^v>»m£  of  t#a 
clat*cv  ihw  aWc  to  work  jod  th*nc 
*ho  Art  m*f    rhi*  implies  a  wpjr/tMw 
pro* -arm  <w  for  rmpltnaMr*  and 
foe    *i*r    ur.«rt,pJo>Ahfr,     The  Ijtfer 
vouM  he  hen-^.anet  of  me  welfare 
T«'m  whiir  tm*  emploraMn  mW  he 
heoenriirfci  of  oi,Mu-  ^  ^ 

*rwn>ojL  unempfotmcnf  c^mpentjjio* 

Tlx  C.ifter  ^dmmi<tration  ha*  md, 
<*fed  vdt^trt  fpf  ^rjrii,ft|  penont  t0 
or  oui  of  fhe  Ubtw  mtrkel  TTimr  00 
welfare  who  are  ^0*01  ihfe  jhouM 
rnrj«rd  «  .Merrptotrd,  rjther  fhan  aa 
»«^Are  rei<ptenu   If  rt  nof  clear,  how. 
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«—  **o  «MA  ffwf  dje  aFDC 
it^  «  AFDC  •*»•> 

n—  ib*  etbe-»  ****  ****  ii  m  ft 
Sn  ft*  (be  AFDC  Metier  "  Mil 

to  ****  ■« 


owo  urtMMwnrfifi<w  for  To*»**» 
Sed»t«wtniiiry  ProfjmT  (0 
feUAFDC,  m4  **  food  Mf  pn> 


liiMtninfnl  700000 
n****  «  m  evtrftfe  <*  M 

<mr  54.000  per  yeer.  TVt*  •« 

n^wjoo  et»pieywj 
«n**  tt«  hum  M.000  ««^r^ 

EiMte^  wKb  §owwotrwi  M  0*  er*- 
pjoyrr  of  t»  iwrt  Me  bwi  brt^ 
to  tor  e*or*  fmpmm  of  tW  Drpmwoo 
pf  toe  tWi. 

•  T^o  of  tW  wetf**  roforo*  owpowh 
-^rw»«frft»tt  *od  coowjreteftow*  M* 
«e»  *Jf9|rojewJ»-~t«JJ  for  •  r*kdi* 
Mr*****!*  of  d*  pptioe/t  swpreocb  »o 
ponrty.  wttb  vboJtfiow  m  Urn*  port  of 
p*  r**<*c  ww*.*  «r»*** 

Tbe  mo*  f*+*V»§  «M  lea*  I rtwtde 
of  fbeee  fwo  propowH  «  for  tm  we 
#f  MtttQjfHtt*  A  "tknttpi"'"  »  » 
C«b  fr**  o*W  ty  IV  yummm  $o 
fS  or""**  io  ft  «fecifwd  dttw>fr#phic 
•raft  ft  covtd  be  p*»d  <o  *«y  W 
|rc.  ebooreii  wno«  »•  ** 
*l  perwrt  rtfi'dJe**  of  f*n»**r 
fy  «uiwv  or  lOCOTf  Tht  objecw  iff  tt* 
dr«.o«r*l*  »  to  reJfolriNrtflwcwwe 
Tfct  eweier  problem  »'  1  iHiw^not 
w«b  «  p*yn*«  level  *****  *■ 
ewe*  fDe  ptofl  Of  2V.5O0.O0O  pmom  m 
po»rrfv  »ow!d  t«ji*irr  rponwt*Jv  high 
M«  The  cowrtfl.  ^rwrr.  n 


In  CMmocf.  1974.  etc  SoN^mmti- 
M  pa  Ftml  f<*cy  of  rtoo  I«oj  luso- 
nonw:  Commmr*  U  S  Omjw,  pre- 
wMd  ia  mrommefwSjttN'S*  for  rrfeft* 
on  t  fMiotljkiflp  duunmAikvi  of 
0m  »lM#t  *y*ttm  The  proooMtf  cow- 
plooiioii  of  i  taftefrM  hi  Uw  form  of 
«ftf*rfMf  i*»  nf*r«  cwj^rd  with 
low«M4  for  knr.j#itfonK  f*m*l>o  im) 
iadiv^darff  w#*  <(M^n«d  fo  «p4*^  ^ 
(MIRK  wfffoft  *r**m  rn«c^»ftf  for 
SBf  orofftm»  «wt*r  <h*f**f'cr. 
M  |fT5.  to  U  S  DcpatimcDl  of  HciJJh. 
FoWrtoa.  md  Wir4f*ic  omtmoil  fi» 


Tho  HEW  propotl  i-  #  W9****J* 
4m  v*tm$  u>b%idy  (*Vcfk  oO»*r| 

lo  AmI  for  m4mou«B  no  J  for 
of  vmwm  «w  ^  ooojprJiiOA 

s  iwfco  **  *«t  <*  «te 
brw*  fMwM  po 

  .  jMd  cmH  brodto  p*W  oot 

PO^of^owMf  of  A«mo» 
wiwon  ocuwl  woown  iod  pUKV- 
tor  bfcA-rron  krrt 

Th$  moti  wr^  WoA*«#o»  ***** 
it&cM*  «M  (W  C«rftr  Arfwhiirifiiow 
H  cofnoMwd  fo  •  ralor  »N>4Y 
pviMck.  For  cMunofe,  tfre  f"T«"^  to 

•  fMwrf  ci  four  wH%  two  porenf*  or  to 

•  ********  f«w«T  of  four  wMi  oo 
mm(|  c*d0jrtn  %ohW  oo  12,900  »  yar. 
If  the  now*  worfcoJ  »  dM  omofc  «tc- 
lor.  bo  pvymrof  wouM  aot  bt  rrterd 
MfilMM  tor  Ml  SJJ0O  moV  *fter 
dboc  n  bt  «•  by  50  cm  oo  tbf 
4oBor  tf  to  ««f%o«  w  #  fwue  jofc 
tbo  btnrOl  •snd4  be  loouccd  or  K 
ceou  ob  (bo  #oH*r  nfier  lb*  boi  conMd 
$1.9O0« 

Tfce  4JUpL*»rbeaoh«  meoo>o  •oooio* 
moaf  »4m»  orooosod  by  die  Spboonwol^ 
mo  oo  r«KS|  fobcy  of  (be  loiot  Eoo- 
mmk.  Cemtmtut  $*  more  coeiobcrted. 
to  oddif too  I o  tcmbiewii  (be  roocevl  of 
imiv«nef  u*  crrAu  *t<b  prevr^oo*  (or 
j!kx*«0co«  to  Icw-mkoox  fMUllOl  Md 
inrfividwJta.  it  ubes  cogmxooor  of  oiber 
Ktmh  of  iiKome  beyood  euninj*  «<b 
r»  iutHidaod  boowof.  *ttft*3*'  peo- 
tioofv  fiwm  wbff*e»,  eic.  Soib  income 
vrrm  io  otfwt  the  «mouM  of  ibe  «1- 
kmtttct*  in  varyiitf  de|feot. 

The  faUoromtm  .r  offlpoMl  fea- 
tured t  .mm^tw)  f«  credit  of  S22* 
»fjumt  >ncor.,e  ru  Uobtlsty  in  If*u  of 
the  t\t+ur%  pervM»«l  oten^jwtf  *ad 
«f*t>ojrd  dcdueiioo^  If  tbf  t<*d  US 
crcdii*  of  *  f*m*i^  nceed  the  ui  Ii- 
tb«M>.  (be  tiffined  doftJUV  of  CflPdil 
«ouU  be  p*fd  tofletof  In  cJJrd. 
ffm  S225  u$  crrdrt  H  ft  drmo^rtne. 
ftvi(!tbte  to  »JI.  ftod  oo*«rttftr«  »  N«»o 
upoo  ufuch  tbr  rrn  of  tbc  propofft] 
reii« 

The  (in  crrdrt  would  he  tuppU- 
mmtcd  by  "iTUm inert  for  bene  e»- 
pet>*r»''  for  ifroSnoWf  eod  f*m^j?»  it%- 
SSI  be*rtu*»rie»l.  Mentf^ 
Kheduk*  »<re  prepovd  for  ibe 
v**r  of  1977  ft*  foiJow*.  mirneJ 
cov^<  ffitnf  K»<nily  -S2.0*0;  b*?4  of  « 
betAcb-^d— SI.72.V  »if>(?»r  priwifl— 
orpeodeirt  iffd  l«  or  oJdrr— 
$02$;  ftnf  ftod  Kcord  tht\X  4*h— 
%M;  liwrd  io  »tt»b  ih*^.  **if»-$:i5; 
w»ih  oo  beiirfit  ftflowiiK*  for  0* 


cotb  (or  More) 

For  ewoipk,  •  *m  e*»  «j- 
drtft  wov¥  bo*o  ttw  owto  of  W 
(fbpr  H  1733)  ^ 

♦  |U5  f  SM5),  for  ft  teulof  17^00- 
wye  OV  Ml  <N*Wbe  jjeV 

vmel  apjd  oof  oflpjeod  by  tooofje,  W 
dc^v^bi  foo^mdt^ftierioi 
of  oiftok  o^odbTg  «*  WodJ  bf  >^> 
cowe  Eocb  c  ftmrd  dotter.  k«  Socio! 
Secoriry  w  poio%  would  rodoof  ** 
Iowpjwo  by  ftffy  otftoj.  If  rfjg  urpf  or 


beaeoi  k«  r»ff  wootd  >f  f0# 
ctxm  wm  from  •  *PJ*«o/ft 
Umi  ftoify  Pftymc** 
frooi'Ftderftl  kkopm  (*« 
tbf  bene*  toe»  wowld  be  100% 

Of  (be  ioftefOioj  two  eowae 
tAcome  ftoooWrweot  pfooft*  *(  ie 


tibc  t*n\x*>  ewbiidy  <*>»e«t  bco^eT) 
roocept  io  lb*  HfiW  propeftoJ  e*d  0*J 
per  coprfft  (*»  eredk  Ml  (bo  ^rjoojowie} 
mo  ob  FnCAi  foJicy  propeeoJ  eowM  cO 
ttmbfeoed-  Tbe  *Verli  boooj**  ie 
f  aoWfco/  «o  CdMtrpM  ood  for  *m  crodd 
•wotd  refPPMMi  >e  c%*mkm  or  ebo  ot> 
ready  e^iebop  eowed  loeom*  Om  cPftOJt 
Ho  coeb  po^Offti  >*t«r(  «ooa»  to 


Io  view  cf  rbi  coeopteefoee  of  At 
wetfere  ryetni  oed  tbe  oomfcer  of  ro- 
fdrm  ftKrroftrr»^  H  M  eon  ool  deof 
ei  tbe  ooooo  '  tod  wbrtbrr  roorioued 
terreoKoiftl  woftenof  or  ft  rtdkftl 
cbewfe  wm  ewwfte  eft  Ac  Cftitrr  A* 
roim*f*iroe*»  pfOpo*nl  Tbe  t*s&i  dott 
for  rrfo^m  bft*  wow  beeo  id  bftck  to 
IWO  Ii  «  io  V  booed  Ifcol  *oy  pUo 
wbrn^rH  to  Coopr* «  w»tl  «l  k*rt  pro- 
vide rovcr»«e  for  ftl)  toe  poor. 

NoUt 

•  VA  IVpfttowoi  of  Conmwn*,  tnrffto 
of  dx  CeftM.^  »rojwT  ^*wr  mi  r*r* 
fftr  5f#f«*»  ^  f&niH*»  rtd  f/wi  I*  oV 
**of/#"  f  5  wW  /PT^  */W»**w 
(Mn*c*  fXrfonh  ContM  Fof^»eitoo 
portir  C«^u4Kf  Ificonw  $er*r#  f  -ed,  oo. 
idl  <W*«b*Ofto«,  DC:  OtHfnm* 
IM^iOmtr.  19161,  pf 

»  Mcrteft  I,  <^««.  *Tb*  f^tfwi  IW 
(iooj  Of  fowf<r.-  Amffirom  /owwof  o/ 
S^ck^,  71      im.  pp.  275  219.  

Pobcy  'POfwT  Stiirowo]  on  Wr4feie  Io- 
for*,"  Wtlfi't.  Aeomm  fvWfa 

W«f?ftf«  AttuLAuoo.  95:  2,  *977.  p  fft. 

•  &U<te  0  Kinrmn  oftd  Alfrrd  I 
Mb*.  Jdfi*/  M  f*r  f  JjftO 
<nite*lpfti«:  Temple  Uni<w/viy  Pwe^ 
iPTft).  pp  5M117. 

tmmtrJukMt"  tf  f^f»'r  ^l^r 
5/i«f>.  9Jfd  C*Hj|re««,  led  em,  »^  5, 
|9U, 

•  fht  Urw  lf*>k  Timtt.  Mey  H,  I97T, 
pp  A  I  tod  II 


1ERIC 


ISSUES  IK  WELFARE  REFORM 
(By  Martha  H.  Ozava) 


r 


%  n*w  **rc  of  welfare  rrfor.n  ,»  mo>M.R  forward  *  a  IMmf  ^  h, 
nj»«i  10  rcc*»lM^c  both  (he  oWcr  and  the  more  ,„rni  "~,7     u  ' 

i  her  o»n  Th»  .ructe  bncf*  detent*,  ^anol«  r*r^f^  "K"mr 

The  Ni*on  adminmration  succeeded  paniaBy  in  welfare  reform 
when  CoftffTC*  enacted  lc<n*laiion  for  Suont.nJ«,i  «1  reiorm 

1    ,      "°"  frC"dem  *™»  readme  give  another 

try  toward  achieving  reform  of  the  welfare  system 

Interest  in  welfare  reform  »  riling  at  a  time  when  income-assistance 

<'  P">grams  ,uch  a*  AFDC.  food  stamps^r^^ 

»ss«ance  programs  began  to  expand  faster  than  social  insurance 
programs.n  the  rmd-l960s  with  the  flourishing  of  the  Crea  iloZTs 
War  on  Poverty.  From  1965  ,o  1976.  the  annual  per  ca^a«£  of 
•"cpme-asswtance  programs,  in  constant  dollar,.  mVreaS  oTlTs 
percent.  ,n  comparison  with  a  ,77  percent  inc*£  fori Lcial  £ 
trance  program,.'  The  estimated  £Lrf  cost  o7™,Z™£aZ 
pm*ram,  ,n  1977.  54*. H  billion,  is  ,7  percent  of  he  ™ 
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outlay  for  income-maintenance  purposes.  I  his  contrasts  with  Jn 
estimated  cot  of  $134.2  billion,  or  73  percent,  for  social  insut4n<t 
programs  *  The  increase  in  iiKome-assistance  pavments  reflects 
change  in  economic  conditions  as  well  as  poUcv  shifts.  In  tomparis,,,, 
the  in* tease  in  social  insurance  benefit  payments,  especia'lv  mH14\ 
security  benefits,  reflects  dernographk  shifts,  changes  in  cconotnK 
conditions,  and  liberalization  of  benefits. 

The  new  interest  in  welfare  reform  also  comes  at  a  nine  when  the 
nation  is  finding  it  necrtsarv  to  evaluate  il»e  Imsk  approach  taken 
during  the  1060*  in  the  war  on  pmertv .  w l.u  h  shaped  the  dilrt  Hon  <,t 
ihe  various  cash  and  in-kind  programs  th.t  followed,  t  hese  Her* 
developed  on  the  basis  of  sekctivitv  I  he  ami  was  lo  concentrate  il* 
henehts  of  the  pmgrams  on  a  taigeled  population,  with  the  kasi 
amount  of  waste  in  expenditures.  Housing-assistance  programs 
Medkaid.  SSI.  and  f<»od  stamps  all  followed  this  appioach  Meam 
tests  or  income  tests  wet e  an  integtal  part  of  the  stiategv  Combined 
with  the  emphasis  on  economic  (oi  target)  efficients  was  a  tiintein 
with  the  effects  of  the  programs  on  work  incentives.  -s.  these 
programs  incorporated  work  in* entice  featuies  bv  -tig  thr 
benentwithdrawal  rate  at  less  than  100  petcetit  However,  it  was 

recognized  th.it  when  the  same  w tipu.nl  benefited  (to  niUipIc 

programs,  eath  hating  an  incentive  measure,  the  t uinulatice  effects 
of  these  measures  were  such  that  tin  tec  ipient  who  inc leased  his  work 
effort  often  had  to  give  up  more  in  total  income  than  his  additional 
effort  brought  in.  Politvmakers  and  experts  in  (lie  field  faced  a  con- 
ceptual deadlock  in  the  selective  approach  to  income  maintenance  1 
Some,  including  imself.  started  wonting  about  the  impact  of  gnrw 
mg  selettive  pn*grams  such  as  SSI  on  universal  pn.giams  such  at 
Mwial  security.4  The  more  effective  SSI  becomes  in  pi o tiding  j 
minimum  income,  the  more  the  role  and  talue  of  social  secuntv  art 
diminished.  Furthermore,  one  of  the  two  pi  mcipal  olijec  lives  of  so.  ial 
security— social  adequacy—  begins  to  he  questioned  loi  tatiuuv .  I  »*> 
other  principal  objective  is  earnings  replacement. 

Welfare  reform  is  becoming  an  increasing)!  complex  pnncss  Am 
pmposal  for  initiating  a  new  program  or  revising  an  old  one  needs  t., 
be  evaluated  in  the  light  of  multiple  and  often  coiillicimg  point  is 
--roe*  -Hi  addition,  any  proposal  needs  *«. be- looked  ar  ao  b*oad  pel 

-      _        I!  I  .      .  MM  d  il      ilL     />il/<l    fc     lift  It'Sl      lii      I  111 


spettive  so  that  policymakers  tan  assess  Us  effects  on  the  itsi  of  thr 
income-maintenance  system. 

I  his  article  will  attempt  to  identify  and  discuss  peitmci;!  |>ohn 
issues,  show  how  ihcv  aie  reUted  to  each  mltri.  ami  .oiisidei  ilieti 
impact  within  the  whole  spec  mini  of  income  maintenance  lk»oi« 

discussing  specifK  politv  issues,  it  will  Ik-  useful  to  U|tej{oM/e   1 

.k-stnfie  biiells  the  cut  tent  appioachct  10  imome  maintenance.  It  h 
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pot  the  aim  of  the  article  to  propose  o*r  advocate  any  particular  policy 
or  piogram* 


Three  Basic  App  caches 


Income-maintenance  programs  can  be  broadly  classified  wit  hit.  three 

gfllllpf 

:  demograntf ,  social  insurance,  and  income  assistance. 
Dfmognmts.  ~-A  demogrant  *  a  universal  provision  ol  a  Rat  payment 
to  the  entire  population  of  a  country  or  to  aU  who  fall  within  a  certain 
group.  regaijlh*,  of  employment  «atus  or  income  level.  Child tA 
allowances,  old-age  pensions,  and  maternity  benefits  are  in  tris  flfc. 
gory  Benefits  of  this  type  are  relatively  unfamiliar.in  the  United 
Sami  .h^!^^!r,      y  ™  *«*>■»•"§  increasingly  common  in  other 
iflduMnafeed  societies.  For  example,  sixty-two  nations  now  provide 
children's  allowances  of  vanbus  kind,.7  During  this  century  the 
majority  of  industrialized  nations  in  the  West  have  a  bo  moved  toward 
tmiversal  Pensions  for  the  aged-some  providing  a  universal  flat 
amount  to  each  individual,  others  providing  a  flat  amount  as  the  fine 
tier  of  a  social  security  system  plus  a  second-tier  payment  based  on  the 
individual .  "rnings;  Mo*  of  these  nation,  also  pay  matermtv  ben- 
efits. In  the  Lnited  States,  before  the  enactment  of  the  Social  Secu- 
rity  Act  of  1935.  most  states  had  instituted  old-age  pension*  and 
mothers  pcnsKms.  but  these  were  not  demogrant,,  since  thev  pro- 
vided only  for  those  who  proved  that  thev  were  poor. 

S«i*I  i*$*r«nct.  -Major  social  insurance  programs  with  the 
earmngs-ieplacement  objretiveare  Old- Age.  Survivor,,  and  Disabilitv 
Insurance  (OA5DI);  unemployment  insurance  and  workmen  *  com. 
pCft**Uo"/"d  radt*,ad  re«remcm.  unemplpymenj.  and  disability  in- 
,  rC* anothcr  nujor iwurance  program,  provides 
for  medical  care  costs.  Since  medical  care  costs  of  the  benefit  urv 
popubtKHK-the  aged  and  the  disabled-™  a  large  portion  ol  ,he,r 
mmg  expenses.  Medicare  ha,  a  significant  bearing  on  their  income 
security. 

Social  insurance  programs  with  the  earnings- repwremrnc  objective 

fmrous  work  in  covered  employment,  and  benefit  leveb  arTrelated, 
ir!^  ^  »  pi^ioof  earning,;  and  (2)  benefits  Jre 

afw  dwabiHty.  retirement,  or  death  of  an  msured  worker,*,  ;,rs 

I  he  L  nited  Sates  spends  a  smaller  proponnin  of  its  (;\  p  f„f  VK  Ul 
rmurame  than  do  other  Western  «*ictiev  I  hi<  ,s  mamH  Ik-cui*  «|„, 


'country  lack*  a  national  health  imur-mc  pmgrant  Keen  lor  tompa- 
rank  existing  st>cial  insurance  pn>gram*.  thiscountrv  spends  less  than 
mo*t  other  industriali/rd  count rie*  For  example,  the  Iniled  State*  in 
1971  WW  :M2  percent  of  it*  CAP  lor  OASDI  rmrgranw  I  In*  t  orn- 
pares  with  7.59  percent  of  its  CAP  spent  In  We*  Cieiroam.  n.12 
percent  bv  the  Net  her  land*,  and  ri.OS  percent  bv  Sneden  Ot  nine 
industrialized  nation*  reporting,  onlv  Canada  and  Japan  spent  j 
smaller  proportion  ol  their  CAP  lor  sinh  pn>grams Futoni pare  the 
degree  of  societal  uHttmitntetM  to  social  welfare  expenditures  in  dif- 
ferent countries,  one  needs  lo  include  mhUI  welfare  expenditures 
made  in  the  prisate  sector,  for  example.  Japanese  corporations  pin- 
vide  extensive  hinge  benefits.'"  although  the  Japanese  government 
doe*  not  pmside  whuI  insurance  prngi-m*  and  other  social  welfare 
program*  as  extemiscb  as  governments  ot  «Kher  countries. 

tmomr  «oi*i»"  -t  nde>  this  category  fall  AFDC',  SSI.  general  av 
nuance  setvran*'  pensions,  earned  imome  tax  credit.  Basic  kduta- 
tionOppoilumtv  Grants  <I}(X;S)."  Medicaid,  too  i  stamps,  and  nous- 
ing  assistance.  The  last  three  are  in-kind  pn>grams  but  can  tie  consid- 
ered as  a  pan  of  the  income-maintenance  system  because  thev  base  a 

*  significant  bearing  on  the  financial  well-being  ol  low-income  families. 
Of  the  t«*al  $48.8  billion  estimated  to  be  spent  in  1977.  expenditures 
for  Medicaid  will  tonstituie  by  far  the  largest  share-$l  7 .2  billion,  or 
15  percent  ot  the  total."  All  income-assistance  pmgratm  involve  some 
form  ot  income  testing  and  resource  testing. 

Smce— compared  with  other  industrialized  nations— the  l  imed 
States  spends  a  relatively  small  proportion  of  ks  (AP  lor  mhuI  in- 
surance pmgiaius  and  ha*  no  demogrant  pmgrams  such  as  children* 
alkmance*  and  old-age  pension*,  income-assistance  pn>grams  must 
licar  a  greater  burden  in  meeting  the  needs  ol  income  maintenance 
than  they  do  in  these  other  countries.  (Compared  with  those  in  r.unr- 
pean  countries,  private  secuya  in  the  United  States  irtc'ti  a  reUtiselv 
brge  amount  of  expenditure  for  empk>yee-welfare  pmgrams  But 
Mill,  compared  with  pubtk  expenditures,  the  amount  ol  prisate  ex- 
penditures for  smial  welfare  purposes  is  relativelv  small  in  this  toun- 
trv.  except  in  the  held  of  health  cart-.)"  And.  as  alreadv  mentioned, 
the  proportion  of  public  expenditures  lor  income  assistance  sersu* 

*  "social  insurance  has  risen  sharpb  in  ret  em  year*.  -  - 


Policv  Issues  in  Program  Proposals 


Pofi.sm.ikt  is  and  experts  in  lire  field  hate  «{e*eH»ped  ionimou 
(liteiu  tor  es.iltwting  proposal*  foi  im.«HMe-maiHteiMn«e  piogiam*. 
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wtut  air  the*  criteria,  and  how  do  ,hev  rrlate  to  ihc  polks  i«u«  «,f 

l^^-An  income-maintenance  program  should  help  a  famifv 
^m  J"  f^"**  minimum  .ncome.  i  dehne  ,h«  as  the  imomc 

timr  „,  history  <)f  aH  the  current  income.as„„ance  pmgrams  in  t£ 
l  (Mled  Mates  onh  SSI  „plHi«lv  p„,vjde,  a  national  £££  '£ 
4<>nK*-  I"  to, iiiom.  ««  a  nafonwde  b*„.  AHX:  d«e»  no,  pretend 
,.„p|emei.l  .be  pmr/h  ,f  adeuuao.  ami  benefit,  under \mial  in 
fjwe  4*F«I  «n  ihr  level  of  precis  earn.ng,  I  hu" 

lhv  cr«ei*m  ol ^uacv  cannot  hr  implemented  under  I 
^Miue  unlos  the^are  Applrmemal  program,  ,hat  autcimatkJi 

I  he  concept  ol  adeouac,  needs  to  he  «udied  no,  onfv  in  relation  ,o 

Ganges  „  I*  ng  ^ards.  Unless  the  criterion  «,f  adequacv  it™ 
«««J  ...  the  d„un,«  mo*,,  a  minimum  income  adeuuaTeloV  ,X 
h.11  hrjomr  ...ideate  m  rhe  near  future.  One  nav  to  etfawLh  the 
tcelol  adequate  minimum  inoime  in  the  dvnam.c  model  is J  dennj 
,be  «.     m,.  .mome  as  a  percentage  o,  the  median  fam  lv  ZnZ 
Mme  the  posem-line  .ncome  defined  bv  the  Social  W.rT  Ti 
,m,„a,Hn,  ,  VsA,  .adjusted  everv  sear  ,o  auoun, Tnhtr  he  »  , 
,4-lm.m  "u.ease  and  no.  for  the  real  economr  gron.b.  the  SNA 
p,,se,,s  Ime  .n,o„.e  »u,  become  a  smaller  percentage  of  the  median" 
fjiniK  MNiinir  n;er  the  fears, ■*  '  '»w  mraun 

,|MI  familio  of  the  same  «i;c  who  hase  the  same  de*rJ!,f . 

,e,,uue*  ,hat.  even  though  famrlie*  are  of  0*  ^ 

Mvmen  .  In  .he  case  of  social  .mumnee,  vertical  equitv  requ.res  that 
uW  »h»  „rned  more  during  their  working  |£s  sho37«e.se 
laigei  iH  fic  f.n  when  they  letire.  -wuia  rece.se 

present,  the  prmciple  of  cqunv  i,  .mplemented  U*>*h  ... 
Hh«ifne.j«*MaiKC  pmirrams  For  et.mnL.  ,il  ,  NWMel%  in 

»..rwti.m  m  AFD(:  pafntmUn  thX  ^iV  !*  " **  *»n«r 

Ibe  e  .ne s  fi Z  Vh?         °  ',$51>,'"K4•  ^""^  ^P*"ding  on 
I  «T     .   ?       a  V,0,a""n  A,  .,f  June 

sarMble,.I«)HWffd  Hhh    ..    7  "l  ""^  "^Mr'^iil 
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difference  in  state  maximum  payment*.  They  arc,  in  order  of  im- 
portance in  explaining  the  proportion  of  variance  in  maximum  pay- 
mem*.  (I)  the  percentage  of  nou  white  population.  (2)  per  capita  per- 
sofial  income,  and  <3>  tax  effort,  These  three  variables  combined  ex- 
plain ti4  percent  of  the  variance  in  state  maximum  AFDC  payments.'7 
Further,  assistance  payments  under  different  programs  vary  within 
Mates  families  on  general  assistance  generally  receive  less  than  those 
on  AFUC.  who  in  turn  mav  receive  !ess  than  those  on  SSI,  again 
violating  horizontal  equity  President  Carter's  recent  welfare-reform 
proposal  attempts  incorrect  the  horizontal  inequity  by  consolidating 
the  A  FIN:.  SSI.  and  lood  stamp  pmgrams  into  a  national  program 
culled  "A  Piogram  for  Belter  Jobs  and  Income  ",g 

The  piimiple  of  %erti<al  equity  dictates  that  under  an  income- 
levied  piogram  tho*e  who  need  more  should  receive  more.  This  prin- 
ciple iv often  violate  d  in  the  food  sta.np  pmgram—not  in  policy  but  in 
its  implementation.  In  principle,  the  net  worth  of  food  stamps  is  in- 
verselv  i elated  lo  the  level  of  family  income,  But  miny  families  on 
A  FIX',  ire  loo  poor  to  buv  IimkI  stamps  (The  pn>gram  requires  ihai 
A  FIX:  families  spend  a  <eitain  specified  amount  of  income  to  buv 
food  sumps;  i he  requited  amount  is  often  loo  large  for  AFDC 
lamilies  in  heal  I  I  huv.  manv  of  those  who  need  fond  stamps  most  are 
ikh  faking  advantage  of  the  program.  President  Carter's  pntposal 
climiuaiesthc  *eitical  inequiiv  involved  in  the  food  stamp  pmgram  bv 
iash.ug  miii  food  stamps  and  including  their  net  worth  in  cash  pay- 
ments 

tt  is  mtcfcstiitg  to  note  that  a  children's  allowance  pmgram — which 
is  a  tv  pe  of  demograttt — would  simultaneously  implement  both  hori- 
zontal and  \ettkal  equitv  in  a  unique  wav  if  lie  allowances  were 
taxable  Children's  allowances  redistribute  income  from  childless 
families  io  families  with  children,  and  the  latter  presumable  ,tie  m 
greater  financial  need  ihan  the  former.  Thus,  income  redistribution 
ihtough  t  hildren's  allowances  implements  horizontal  equitv  I  he  tax- 
ingot  these  allowances  lakes  away  a  part  of  them  from  ImarKiaflv  able 
families.  I  his  implements  vertical  equitv, 

himoftju  ffprtmn  — Fconomic  efficiency  requires  that  assistance 
|Mviueuis  he  <onceuiiaied  on  a  targeted  population  For  example. 
KHl  |»eueni  efficients  would  be  obtained  ff  even  $1  of  public  outlav 
ioi  an  intoine-assistance  pmgram  resulted  in  a  $1  gam  bv  the  pool 

Hiifirvef.  economic  efficiency  does  not  operate  so  neatlv  and 
idealh  thai  MM^rtcent  efficiency  can  be  attained  in  implemeuiirig  an 
.utiialpiMgtarii  In  most  uuome  mamtename  programs,  the  <  $ itertori 
ol  ef  fn  icmio  is  entangled  *tth  two  inher  t  nteria.  adequacv  ami  *ork 
MHi'ntMc'%  II  tatMk  incentives  are  to  In*  pfc«efseri.  'he  l*etiefif- 
witluliaual  f  .etc  must  I*  set  at  less  than  MHt  pt-frrtif  1  tins,  i  pin- 
giain  uiih  a  isoik'iiii«'iiti%e  fealiite  must  < «>mpiomise  i  itbet  the 
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criterion  of  adequacy  or  that  of  economic  efficient  v.  For  example  an 
jgKPmc-maintenance  program  that  provide,  an  adequate  minimum 
payment— say.  poverty-line  income— and  incorporates  a  benefit- 
withdrawal  rate  of  less  than  100  percent  must  pay  benefits  to  both 
pretransfer  poor  and  pretransfer  nonpoor  families  up  to  a  birak- 
even  point.  Thus,  it  is  economically  inefficient,,  On  the  other  hand  if 
such  a  program  attempts  to  target  benefits  solelv  to  the  postlranslcr 
poor  and  incorporates  a  benefit-withdrawal  rate  of  less  than  100  per- 
cent, then  the  bask  benefit  level  has  to  be  less  than  the  poverty-line 
income,  thus  undermining  the  criterion  of  adequacy. 

Children's  allowances  appear  at  first  glance  to  be  less  efficient  eco- 
nomically than  income-assistance  programs  such  as  AFDC  and  SSI 
»ioce  these  allowances  do  not  involve  income  testing.  However  in 
general,  families  with  children  are  presumed  to  be  in  greater  financial 
need  than  childless  families  because  a  larger  income  is  required  for 
their  support.  Therefore,  children  s  allowances  are,  in  effect,  targeted 
to  financially  needy  segments  of  society.  (The  concept  of  presumptive 

aP£ ^IS,UaUy  IO  thc  of  social  insurance  programs 

,uch  as  OASDI  and  unemployment  insurance.)**  If  children's  allow- 
ances are  taxable,  income  testing  is  in  effect  incorporated  in  an  in- 
direct wav,  enhancing  the  criterion  of  economic  efficiency  even 
further  (The  same  line  of  argument  applies  to  taxable  oW-a«e  pen- 
sions.) 

It  should  br  noted  that  economic  efficiency  doe*  not  necessarily 
bring  abou  the  r distribution  of  a  greater  amount  of  income  to  the 
poor  Both  « l.e  He  of  economic  efficiency  and  the  total  expenditures 
•  for  a  program  have  to  be  considered  in  calculating  its  actual  impact 
Social  security  (OASDI).  although  less  economically  efficient,  in  fact 
redistributes  more  money  to  low-income  families  than  does  any 
income-assistance  program."  Thb  comes  about  because  the  expendi- 
tures for  social  security  are  so  much  larger. 

Work  mc<n(wfs.—Sta«  income-assistance  programs  include  work 
incentives  because  policymakers  and  the  public  in  general  believe  that 
such  programs  should  not<discourage  people  from  working  Whether 
work  incentives  are  necessary  is  a  debatable  point.  Empirical  findings 
of  ar .  experimental  project  involving  a  negative  income  tax  indicate 
that  ^"corne  family  generally  keep  working  even  when  they  are 
prided  with  income  supplements  "  Programs  that  in  the  mam  are 
froe  from  the  work-incentive  question  are  those  that  provide  income 
«««ance  regardless  of  the  employment  status  of  the  head  of  the 
household  „r  the  family's  income  level  Children  ,  allowances  and 
universal  old-age  pensions  come  closest  to  not  involving  the  incentive 

Although  derrogrants  such  as  children  ,  allowances  and  oldaiie 
pensions  affect  incentives  to  work  of  benefx  urn  -  Je»  .idveiselv  than 
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an  income-assistance  program  does,  they  may  affect  the  incentives  to 
work  of  taxpayers  more  adversely;  as  demogrants  typically  involve  a 
grate i  magnitude  of  income  redistribution,  they  require  a  greater 
net  increase  in  taxes  to  finance  them. 

The  work-incentive  measure  incorporated  in  SSI  is  considered  an 
improvement  over  the  one  in  A  FIX",  Inder  SSI,  the  first  $20  of  < 
unearned  income,  the  first  $63  of  carnal  income,  and  one-half  of  the 
remaining  earned  income  are  disregarded  in  caktilating  monthly  as- 
sistance payments,  Under  AFDC,  the  hrst  530  of  earned  income  and 
one-thud  of  the  remaining  earned  income  are  disregarded  in  calculat- 
ing monthly  assistance  payments.  I  he  program  also  alkws  ihr  recip- 
ient to  deduct  work  expenses  and  child-care  costs  from  income  when 
AFDC  payments  are  iakiiLiicd. 

One  ought  to  he  aware  that  the  differential  in  benefit-withdrawal 
rates  of  SSI  (30  percent*  and  AFLX:  (67  percent)  is  rather  misleading 
The  majority  of  !>S1  recipients  also  benefit  from  social  security  pn>- 
grams  and  other  social  welfare  programs  which  have  their  own 
benefit-withdrawal  rates  incorporated  in  them.  Furthermore,  if  the 
recipient  ol  multiple  benefits  increases  his  work  effort,  he  has  to  pa> 
payroll  laxes  and  often  federal  and  slate  income  taxes.  The  effect  of 
this  is  that  the  composite  betieht-withdrawal  rate  applicable  to  a  per- 
son who  receives  social  security  benefits  and  SSI  payments  while  earn* 
ing  $4,820  a  teaf  reaches  as  high  as  95  percent.33  This  means,  for 
example,  that  when  a  person  earns  $1  more,  he  increases  his  net 
income  by  only  $0.05.  This  happens  because  each  income-tested  pro- 
gram reduces  benefits  at  a  fractional  rate  as  earnings  increase:  fur- 
thermore, the  worker  has  to  pay  payroll  taxes  (5.83  percent)  and 
often  federal  and  state  income  taxes  as  well.  On  the  other  hand,  the 
recipients  of  AFDC,  in  cakubting  assistance  payments,  are  allowed  to 
deduct  work  and  child-care  expenses  in  addition  to  the  earned- 
iruome  deductions,  as  mentioned  in  the  previous  paragraph.  Because 
of  litis,  the  composite  r*rte  fit-withdrawal  rate,  even  after  pa*  roll  taxes 
and  federal  and  state  income  laxes  aretaken  into  account,  actually 
declines  to  as  low  as  30  percent  for  a  family  of  four.24 
*  As  mentioned  earlier,  when  a  family  benefits  from  multiple 
income-tested  programs,  the  combined  incentive  features  become  a 

tompo»ito  disincentive,  This  paraduxicaUffcct  t&  tcUJiir^meje  _hv  

a  famih  that  attempts  to  earn  extra  income  while  simultaneously  ben- 
efiting Irom  AFDC.  veterans"  pensions,  food  stamps,  and  Medicaid 
it  is  estimated  that  between  10  and  23  percent  of  the  tecipieui  house- 
holds benefit  from  five  or  more  different  iiuoine-asMsiaiuc  pio- 
grams.""' 

E.  -  \ledi  aid  iuf  lodtices  a  more  serious  kind  of  work  disiiuentiw  <  alk'd 

jp  tfie  "no't  h  piohlem  *  I  his  pmbbm  is  created  when  a  pio*;faiu  M;d- 

p/r.  oVnh  cuts  of  I  all  iM-nefits  cfoce  famih  income  reaches  a  cesfam  k'seL 


^A^f«      t  inrligiWe  for  medical  care  when  i, 

fca.es  A  TOC  orSSI  or,  -f  the  CmUy  »  "n,edicaMy  indigent."  when  it, 
ilKonw;^deduair^medKalexpeme$.  exceed*  133  percent  of  ihe 

^tT^/lmCP-  ***  Sl^h  «■•**«•  may  encourage  fami£ 
^  Medical  not  to  ,ncrea*e  their  income  bev„nd  the  cutoff  level  „ 
thcy  do.  they  w«H  lose  medicai  care  akogether.  I,  is  difficult  h£e*er 
rodinimate,ne--notchProblem-'i„3i„  Medicaid  becau^^ 
cal  care  sc  rv.ee,  cannot  be  reduced  gradually  a,  family  incomTut 


Un  unponant  to  note  that  the  advantage  of  having  a  low  benefit- 
H*Wrawal  rate  ,n  a  demogrant  program  is  destroyed  in  pa«  len 

mUk,^f"Hre,',CS<»!d  Pmgra'm  s»PP^^n.  i«  in  sequence  rb^ro£ 
*«*  d.ffcronfal  m  bcneht-withdrawal  rates  of  a  demogrant  pn*ram 

'"IT  TTtT'Tf  P"*™  Convcr«fS  w»«n  eaVh  oHte™ 
,0PPlememed  by  mult.ple  cash  and  in-kind  transfer,  in  seouerce  A 
a  resute  the  advantage  of  a  demogrant  over  an  inconS^nce 

pJemented  by  other  income-tested  programs  ^ 
**»  «rf  v£«*,gr  0/  ^idry.-Ideally.  ail  .neome-maintenancc 
program  should  no,  unpose  social  stigma  or  destroy  the  benefit 

TT,    a  "  "  gTra"V  Wieml  ,hat  a"  testTa  means 

.est  tends  to  do  ju„  that.  Thus  goes  the  argument  that  S 

^urame  program,  or  demogrant,,  which  are  no,  income ttd 

should  be  preferred  ,o  .ncome-assistance  programs.  Bu,         a  rKue 

,hat  ,no>me  tcstmg  per  x  i,  not  a.  «sue  but.  rather.  howTnco™ 

testmg  mvohmgthe  poor  is  performed."  Income ™£ 

the  poor  through  face-to-face.  case-by-case  invest,gation  may T  £ 

value  ,y«em^Uw.mCOme  faroiliw  who  daiH.  ^  ™1^5 
survtve  tn  undes.raWe  and  uncertain  norking  cond.tions  ZXjZ 

^/^.-Tko  indicators  meagre  the  degree  of  ami 
pmenv  clfecuvenegof  ajpven  income-maimenance  p„S 
P«»por.K,n  of  prvtWer  poor  families  who  arc    E  J 

^btneT-A  o°r  WS1LT£ 
b^Xf?      P«fwi.fcr  poor  fam.lie,  and  d^  no,  pro,  Kle 
7*  nl  J?  J*l  "°nP"°r  lilies  can  elncemh  olfsel 

,  £,  £  income  defitrt  of  ™„r  UmitZ?   „  , 
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provision  of  a  basic  payment  (chc  lew!  of  benefit  provided  to  a  family 
with  no  income  of  ks  c  sn)  equivalent  to  a  poverty-line  income,  with 
the  benefit-withdrawal  rate  of  30  percent  and  hence  with  the  break- 
even point  of  twke  the  poverty-line  income,  will  pay  spillover  benefits 
to  pmransfer  nonpoor  families,  but  it  will  abo  bring  all  the  pre- 
transfer  poor  out  of  poverty.  Spillover  benefits  to  the  pretransfer 
nonpoor  will  be  inevitable,  though  lower,  even  when  the  basic  pay- 
ment  level  is  lower  than  the  povertv-line  income  as  long  as  the  break- 
even  point  »  higher  In  (he  process,  some  pretransfer  poor  family, 
and  individuals  are  pulled  out  of  poverty.  Thus,  for  a  program  to  be 
effective  in  bringing  poor  families  out  of  poverty,  it  must  not  only 
have  a  high  rate  of  target  efficiency  but  also  must  be  large  enough  in 
scope  to  provide  spillover  benefits  for  pretransfer  nonpoor  families. 

These  ideas  are  consistent  with  research  findings.  Generally,  social 
insurance  programs  are  more  effective  in  bringing  pretransfer  poor 
families  out  of  poverty.  More  specifically,  however,  the  degree  of 
amipovertv  effectiveness  in  incomc-maintenanc    programs  varies 
with  the  demographic  characteristics  of  bene'  lary  families  One 
studs  shows  that  social  insurance  programs  h;  c  been  more  effective 
in  bringing  out  of  povertv  families  headed  jy  the  aged  than  those 
headed  by  the  nonaged.  It  indkate*.  on  tb  jther  hand,  that  income- 
assistant*  programs  have  been  more  effect  in  bringmg  out  of  pov- 
ertv families  headed  bv  the  nonaged,  especially  those  with  a  nonaged 
female  head."  Another  study  shows  that  social  security  is  a  powerful 
aiient  for  lessening  the  degree  of  income  inequality  among  bene- 
fkrarv  families  headed  by  the  aged,  and  publk  assistance  has  a  srm.lar 
ettect  among  recipient  families  headed  by  a  nonaged  female.  Such 
differential  impacts  reflect  different  demographic  groups  that  a  par- 
tkular  social  insurance  or  publk  assistance  program  is  designed  to 
cover,  the  scope  of  cxpendhures  involved  in  each  program,  and  the 
degree  of  sclcctivky  (or  concentration  on  low-income  families  in- 
volved in  each  program. 

The  polkv  question  here  is  whether  it  is  desirable  to  continue  to 
depend  heavily  on  income-assistance  programs  for  bringing  families 
headed  by  the  nonaged  out  of  poverty.  The  selective  approach  used 
in  income-assistance  programs  seems  to  be  reaching  ihe  limit  of  toler- 
ance not  only  in  terms  of  the  large  government  expenditures  involved 
but  also  in  terms  of  enormous  work  disincentives  *  reated  bv  simul- 
taneous benefits  from  multiple  income-tested  programs.  Further- 
more the  proliferation  of  income-tested  programs  is  treating  hori- 
zontal .nequitv.  because  not  all  families  with  the  same  level  of  need 
benefit  from  the  same  set  of  income-tested  programs  President  (  ar- 
id \  welfare-reform  proposal  attempts  to  imprme  ihe  Mtuaimn  In 
,  Lotting  out  f«»nl  stamps. 

F.ffrt'ts  <>n  Iht  ntfrnttvf  to  wi'f  — 1»  is  grncraHv  argued  tliat  no 
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^ine-nwtnicnance  program  should  discourage  private  efforts  to 
jjvc  for  future  rainy  days.  Thus,  policymakers  arc  intctrsied  in  de- 
velop* nS  Pro8ran,i  iim  <*° 1101  dtscouragr  these  efforts. 

locome-assistance  programs  such  as  AFDC  ar.J  SSI  provide  ben- 
4f*s  only  ^hen  a  family  has  practically  exhausted  its  private  rc- 
*>urce*>  Thus,  applicants  often  must  "'spend  down"  available  re* 
^uae*  to  **  etigWc  for  assistance  payments.  On  the  other  hand, 
^  jal  insurance  provides  income  to  eligible  families  regardless  of  the 
amount  of  accumulated  savings  or  other  types  of  resources.  Thus, 
^iaJ  insurance  in  principle  docs  not  discourage  saving. 

The  situation  h  more  complex  for  families  that  benefit  from  both 
jiia/iHMMM*wnt"e  and  social  insurance  programs.  The  case  in  point  is 
a  recipient  of  both  SSI  and  social  security.  Social  security  does  not 
consider  the  amount  of  savings  in  establishing  eligibility  for  benefits 
or  calculating  the  amount  of  the  benefit.  On  the  other  hand.  SSI  limits 
(hc  individual  resources  to  $  1,300  and  a  couples  to  $2,250.  For  a 
MH  ial  sett'ritv  beneficiary  to  supplement  a  meager  benefit  with  SSI.  he 
ha*  f«  'Upend  down"  his  resources  to  the  stipulated  amount. 

I  he  founders  of  social  security  clearly  did  not  intend  that  the  pro- 
gMrii  should  in  any  way  supersede  private  efforts  to  save  or  that  it 
should  modifv  to  more  than  a  minor  degree  the  nation's  distribution 
„f  ivejlth  and  income."  Nevertheless,  recent  research  shows  that  so* 
<MI  seiuritv  does  decrease  private  efforts  10  save  and  does  sub- 
^lantialh  change  the  distribution  of  total  wealth — that  is,  net  worth 
plus  social  security  wealth.  The  same  study  finds,  however,  that  when 
the  current  value  of  future  social  security  benefits  is  included  in  total 
wealth  the  dist  ributkm  of  weahh  is  less  concent  rated.11  These  findings 
mtplv  chat  social  security  on  one  hand  "democratizes"  wealth  but  on 
ihe  other  tmpc  les  the  capital  formation  necessary  for  economic 
gnm-ch.  Research  findings  on  the  effect  of  social  security  on  private 
suing,  however,  are  not  conclusive.  The  1969  Brookings  study  by 
Pcrhpian.  Aaron,  and  Taussig  shows  that  private  savings  expressed  as 
.1  percentage  of  disposable  income  has  not  declined  since  the  1950s, 
rten  though  social  security  contributions  have  increased  enor- 
iitmislt. w 

MmnustratM  efficiency.  —On  the  basis  of  decades  of  federal  ex  peri 
emc  in  incomc-matrnffnamy-pnograms  since  the- depression  of  the 
IMVK  several  generalizations  ton  administrative  issues  can  be  made; 
(I)  national  administration  of  a  program  can  be  simpler  than  ad- 
niiiiHtration  under  a  state-federal  partnership:  (!!)  administration  of 
l*nchts  bas*d  on  a  casc-by-case  investitfation  of  income  and 
u*M>urccs~~that  is,  a  means  test—is  more  complicated  (Imii,  lot  exam- 
ple, a  demogrant:  and  d)  admini^taf ion  of  a  piogiam  simpler 
*hcn  tt  has  the  single  ohje<  tive  of  pimufm*;  iuutu  u\ aid  rh.ni  *hen  « 
luo  .tdditiufial  ohjecutci  stk  ti  asi  U'haluliUfi<m  01  >*k  lal  control.  I  hit*. 
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the  administration  of  a  social  insurance  program  is  simpler  and  rc* 
quires  a  smaller  percentage  of  expenditures  than  an  income, 
assistance  program. 

The  criterion  of  administrative  efficient*  should  he  evaluated  n<« 
only  in  relation  to  a  single  program  but  a  bo  with  respect  to  the  multh 
pit  programs  serving  the  same  beneficiaries.  An  example  heie  is  ihe 
administration  of  SSI  and  social  securitv  pn>grams  bv  the  Soc  ul  Set 
rity  Administration,  I'nless  states  choose  *rtherwisef  two  monthK 
checks  (a  yellow  check  for  SSI  and  a  green  check  for  social  securitv 
bene  to)  are  sent  to  beneficiaries  bv  the  same  a  genes.  Better  coordina- 
tion and  integration  of  these  programs  should  be  possible. 

Since  the  policy  issues  involved  in  specific  programs  are  of  ten  inter 
retted  *br  conflicting,  polio  makers  need  to  evaluate  each  program 
proposal,  weighing  one  criterion  against  another. 


Welfare  Reform  in  Broader  Perspective 

The  income-maintenance  svstem  has  become  a  significant  part  of  the 
economic  life  of  the  nation.  Therefore,  the  broad  implication*  of  am 
welfare  pmposal  should  be  evaluated  as  well  as  its  merits  in  meeting 
particular  needs.  Furthermore,  the  interaction  between  income, 
maintenance  provisions  and  the  general  economy  should  be 
examined. 

Singularity  versus  plurality. — The  interest  of  the  welfare-reform 
movement  in  the  1960s  and  1970s  has  revolved  around  navs  to  make 
income  assistance  programs  such  as  A  FIX"  more  uniform  across  the 
nation  and  ways  to  consolidate  various  programs  into  a  single  non- 
categorical  one.  Enactment  of  SSI  in  1972  partially  achieved  interstate 
uniformity  by  pi  vidmg  national  standards  for  basic  benefits  The  SSI 
also  consolidated  three  former  state-administered  categorical  pro- 
grams; Old- Age  Assistance  (OAA).  Aid  to  the  Blind  ( AB).  and  Aid  to 
the  Permanently  and  Totally  Disabled  (  AP  I  D)  Politicians  and 
academicians  seem  to  be  increasingly  interested  in  nationalizing  and 
decategoriring  income-assistance  programs  even  further.  I  he  inter- 
est of  many  in  a  negative  income  tax  (NTT)  plan  reflects  this  trend 
This  approach  to  welfare  reform  might  be  called  the  "f>oUom-up 
singular  strategy." 

President  Carter's  welfare-reform  proposal  tollons  the  Ixrfiom-up 
singular  strategy  His  proposal  imohes  two  sejwute  \f  I  densatno 
but  does  not  use  the  tax  svstem.  One  is  called  "the  income  Mippnii 
program  for  the  nonworking  pitur"  and  the  oilier  'the  urnk  In-net* 
piugram  U>t  the  working  poor."  Both  mic  diitlici'  supplemented  In 
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camed-income  u%  credits.  His  plan  attempt  co  reform  the  welfare 
,v«m  b>  providing  these  national  NIT  programs,  without  seriously 
tW)rdinatuig  with  or  reforming  social  insurance  programs.  introduc- 
ing a  new  tvpe  of  iirome-maiiMenance  pn>gram  such  a*  universal 
old-age  pensions  and  children's  allowances,  or  improving  minimum 

The  bottom- up  singular  strategy  presents  at  least  two  problems 
Fir*,  meeting  specif*  needs  and  circ  umstances  of  various  familv 
<fl,llf*  is  difficult  under  a  single,  gigantic  program  such  as  a  national 
MI  p!in.  Io  illustrate,  if  an  MT  plan  incorporating  an  incentive 
measure  lumps  together  the  vorking  poor  and  the  nonworking  poor. 
„  be  hard  to  provide  an  adequate  minimum  income  to  the  non- 
»oiking  pooi  uichout  making  the  breakeven  point  so  high  that  an 
jutolerabh  large  number  of  families  will  be  eligible  for  assistance 
paunents.  Bv  treating  tlie  two  categories  of  poor  under  two  separate 
jMogiatns.  the  Carter  plan  escapes  this  dilemma.  His  plan  succeeds  in 
pioviding  an  adequate  minimum  income  to  those  who  are  presumed 
,„  unable  to  work  (the  aged,  the  Mind,  the  disabled,  and  heads  of 
single  patent  families  with  small  children)  and  a  high  level  of  woik 
„Mentives  t.)  those  presumed  to  be  able  to  work.  Also,  bv  treating  the 
>uo  categories  of  poor  separately,  the  Carter  plan  incurs  fener  a 
peiiditutes  than  a  single  MT  plan  covering  all  the  poor.1' 

Another  problem  is  that  this  strategy  ignores  the  inherent  limits  of 
,»,c  iok-  and  scope  of  income-assistance  programs  in  the  income- 
maintenance  svstem.  A  basically  unplanned  economy  like  ours,  which 
t.,n  encourage  work  but  cannot  enforce  it,  inevitably  has  a  hierarchi- 
cal order  in  its  income-maintenance  system.  This  is,  for  income- 
assist  ance  programs  to  be  loleraNe  in  scope  and  nature  social  in- 
stance programs  which  are  related  to  previous  wages  must  be  opti- 
mal!* ef fectivc  in  providing  income  to  eligible  families.  Likewise  for 
«uial  insurance  programs  to  be  a  viable  vehicle  for  providing 
adequate  income,  wage  levels  and  job  securkv  must  be  adequate 

Folic v makers  should  look  at  the  various  components  „f  the 
income-maintenance  svstem  in  such  a  hierarchical  order.  That  is  thev 
iitiiriii  consider  the  "t«|Hlimn  pluralistic  strategv  "  to  welfare  reform 
It  one  takes  this  approach,  creating  jobs,  increasing  minimum  wages 
jnn  ^n  security,  and  improving  social  insurance  programs  would 
Income  important  in  welfare  reform,  as  well  as  streamlinmg  c ateKori- 
»al  income-assistance  programs. 

Knmmk  uftf-hriHg  ,j  rA/Wrm.-Several  income-maintenance  pro- 
«..m,s  (e.g..  AFIX:.  SSI,  and  social  security  are  concerned  .uh  the 
ro  atomic  well-being  of  children.  But  . lie  government  s  c  u, rent  «avs 
providing  income  support  tor  children  c  reate  the  major  stumblinir 
*«k  10  miematn  nelfare  reloim  An  .n...me-maimeiiance  astern 
»q«iscd  onh  of  social  insurance  and  income-assistance  programs 


t  i 


403 


396 


ha*  a  built-in  ion* rati*  against  providing  adequately  for  (amities  w*h 
children.  First,  minimum  wages  cannot  he  developed  that  will  provide 
adequate  income  for  families  of  all  sizes.  Social  insurance  prog  rami 
having  benefits  related  to  ptevious  earnings  cannot  pn>vide  for  4 
large  number  of  dependents  in  addition  to  the  insured  worker  with, 
out  jeopardizing  two  criteria,  equity  and  work  incentives.  Abo,  assi* 
tame  payments  under  an  income-assistance  pn>gram  cannot  depart 
too  much  from  minimum  wage  levels  and  social  insurance  benefit 
levels  without  jeopardizing  these  two  criteria. 

The  inherent  constraint  results  from  the  fact  that  the  government 
iries  to  pmv  ide  for  children  through  programs  directly  or  indirectly 
related  to  the  employment  status  or  the  wage  level  of  the  head  of  the 
household.  One  way  to  eliminate  this  constraint  is  for  the  government 
to  deselop  an  income-support  program  for  children  under  which 
bene  tits  are  provided  independently  of  the  employment  status  or  the 
wage  level  of  the  head  of  the  household.  Some  type  of  demogrant— 
children's  allowances  or  cashable  tax  credits  for  children— might  be 
an  option  woith  considering. 

/Wr/wftwtf  vafwns  typfs  of  iruomt-mamirnance  program.  — One  source 
of  political  discontent  with  current  incomeimaintenance  programs 
appears  10  \w  the  gnwing  expenditures  for  them.  When  income 
assistance  programs  are  overburdened  in  relation  to  other  types  of 
income-maintenance  programs,  thev  tend  to  provide  benefits  to  too 
large  a  number  of  families  whose  heads  are  either  working  or  deemed 
employable,  thus  creating  a  disproportionate  amount  of  political  pas- 
sion. The  smaller  the  scope  of  income-assistance  programs,  the  less 
political  contrmcrsy  will  be  associated  with  them-  That  is,  income* 
assistance  programs  are  politically  roost  acceptable  when  thev  art 
mils  residual 

L'nder  President  Carter's  proposal,  some  of  the  current  welfare 
mot  hers  and  all  unemployed  fathers  covered  under  AFDC-L'P  (Un- 
employed Parents)  will  be  required  to  work.  The  plan  will  also  cover  a 
si/able  number  of  working  families,  some  non  poor.  ut)der  either  the 
imi  L :bcuciit  program,  the  ear«d-ilUPme  ta*  anedits,  or  both.  Thus 
1  fie  amount  of  assistance  payments  to  those  currently  on  AFCK'  may 
he  lower  in  some  cases  than  at  present,  but  a  greater  number  of 
families  are  expected  to  he  included.  As  a  result,  the  Carter  plan,  in  an 
effort  to  streamline  the  welfare  system,  will  probably  enlarge  the 
nope  of  it,  possibly  creating  political  contnnersy. 

It  my  assessment  is  accurate,  policymakers  should  deselop  the  in- 
come maintenance  system  so  that  there  will  be  a  healthy  balance 
among  various  types  of  programs, fhes.  ought  to  recognize  the 
dr*iiahilm  ol  sueitgthemng  mh  ul  iusuiaiue  pnigramsand  minimum 
wage*    I'hes  might  also  explore  1  lie  de^rabilifs  ol  introducing 
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another  type  of  iiKome-mamtenanc*  program  using  the  demount 
approach.  The  introduction  of  universal  children's  allowances  or 
cashable  tax  credits  for  children,  w  hich  was  mentioned  brieHv  above 
assist  in  attaining  at  least  three  objectives.  <!>,<  could  help 
develop  bealthv  hierarchical  relationships  between  minimum  wages 
^^iaj  insurance  programs,  and  income-assistance  pn»grams  <♦>)  it 
(«uld  lessen  the  burden  placed  on  income-assistance  pnigums  in 
providing  for  the  poor,  thus  making  these  pmgrams  trulv  residual 
within  the  svstem  of  income  maintenance;  and  <3)  together  with  other 
,vpes  of  income-maintenance  programs,  it  could  provide  adequate 
irKoine  to  eligible  families  of  all  sizes  without  creating  work  dis- 
incentives. 

Emphvnrnt  and  mumt  mmntetiancf.-  The  vitalitv  of  an  income- 
niaintcnaiice  system  depends  on  healths  conditions  of  emplovment 
F,M  a  person  to  receive  an  adequate  benefit  fn,m  a  social  insurance 
program,  he  must  have  been  employed  for  a  certain  period  of  time 
and  earned  a  minimum  amount.  Similarly,  to  maintain  income- 
assistance  programs  at  a  tolerable  residual  level,  those  who  are  em- 
pfcisable  must  be  able  to  earn  adequate  income  through  work 

government  data  indicate  that  in  1 971 .  for  example,  earnings  were 
,he  most  important  source  of  income  even  for  families  with  an  annual 
mcome  of  54.000  or  less  Earnings  constituted  37  1  percent  ot  the 
«otal  monev  income  of  these  families."  On  the  other  hand  rbe^e 
families,  who  constituted  13.0  percent  of  all  families,  received  onK  I  " 
percent  of  the  total  aggregate  earnings.  In  fact,  the  share  of  earnings 
of  the  bottom  fifth  of  workers  seems  to  have  been  declining  \  «Uclv 
bv  Henk-  shows  that  the  share  of  the  bottom  fifth  of  all  male  workers 
decreased  from  2.75  percent  in  1959  to  2.15  percent  in  1970  |n 
contrast,  the  share  of  t',e  top  fifth  of  aU  male  workers  increased  f  rom 
4 i  m  percent  to  44.95  percent  during  the  same  period."  That  studs 
also  show,  that  the  share  of  the  bottom  fifth  of  aH  vear-round  full- 
time  male  worker*  slightly  increased  during  the  same  period  These 

irir  "Tc  ?  'ndiG,,C  ,ha'  °nC  rcaion  for  <»*  declining  share  of 
«be  fxntom  fifth  of  male  worker*  ivihat  their  rates  of  uWpfrnment 
.md  subempbyment  had  increased  over  the  year, 

Policymakers  must  recognize  that  there  i,  a  relationship  between 
•mplovment  and  the  role  of  an  income-maintenance  system 
Inamie-maintenance  program,  utilizing  a  politically  tolerable  mag- 

^ed  populates  of  familie*  onh  when  employment  pmv,dcs 
Adequate  income  for  those  who  are  able  and  willing  to  work 

u^Zl^       A™*"*0  tlm  "*  '"mework  for 

StEMF  f  *e,farc"*>""  P«'P«»-b  has  been  de- 

"oped  with  a  focus  on  economic  and  mhuI  poficv  variables  How- 
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*ver,  the  answer  to  the  question  of  what  kind  of  welfare/income  r*. 
distribution  system  this  country  eventuallv  will  have  depends  heavily 
on  the  political  climate  of  the  time. 

First  of  all,  the  question  of  what  kind  of  societv  the  public  aspires  to 
in  the  future  needs  to  be  addressed.  Does  k  wish  to  have  forever  a 
societv  in  which  taxpayers  and  recipients  of  income  subsidies  ar* 
clearlv  exposed  and  identified?  A  heavv  reliance  on  the  income, 
assistance  approach  tends  to  perpetuate  that  condition.  Or.  in  con- 
trast, does  h  wish  to  have  a  *nietv  in  which  all  contribute  in  some  was 
and  all  mav  benefit  from  income- redistribution  programs  at  some 
time  in  their  lives,  thus  creating  the  notions  of  interdependence  and 
mutual  help?  An  increased  reliance  on  social  insurance  and  dem- 
urrant* would  help  create  such  a  societv.  In  economic  terms,  of 
course,  the  income-assistance  appmach  is  cheaper  than  the  other  tno. 
at  least  m  the  short  run. 

Related  to  the  questions  above  is  whether  the  public  is  readv  to  shift 
from  the  traditional  categorization  of  deserving  and  undeserving 
poor  to  a  new  categorization  of  nonworking  and  working  poor,  the 
Carter  plan  pn>poses.  Under  the  new  categorization,  all  those  in  need 
would  reteive  some  type  of  income  subsidy,  thus  enhancing  the  prin- 
ciple of  horizontal  cquitv.  Under  the  Carter  plan,  which  uses  the  ucm 
categorization.  nohod)  will  be  *o  undeserving  as  to  be  ineligible  lot 
any  income  subsidy.  Is  the  public  readv  to  give  up  che  political 
scapegoat  called  "the  undeserving  poor"? 

Another  political  issue  is  the  extent  to  which  the  public  niches  to 
and  can  provide  for  those  in  need  from  private  sources.  U  the  public 
encourages  private  approaches,  the  demand  for  fringe  benefits  pro- 
vided  bv  emplovers  is  bound  to  increase.  But  even  then  the  govern* 
ment  will  be  called  upon  to  provide  a  minimum  adequate  income  u> 
those  who  are  not  employed  by  firms  able  to  provide  benefits. 

A  third  political  issue  »  whether  stale  legislature*  are  readv  to  lose 
political  power  by  letting  the  federal  government  continue  m 
takeover  of  both  financial  and  administrative  responsibilities  tor 
income-maintenance  and  other  social  welfare  programs.  According  to 
Handler,  stales  tend  to  retain  iheir  power  over  income-assistance 
programs  as  kmg  as  such  progran^  financial " 

need  of  the  recipient  but  a  bo  with  the  community's  need  to  control 
the  social  behavior  of  the  recipient  37  According  to  this  iheorv.  the 
public  needs  to  keep  a  close  eve  on  the  recipient  when  it  wishes  to 
impose  its  values  on  him.  Handing  over  financ  ial  and  administrative 
I  of*  mobilities  to  the  federal  government  would  nuke  the  jw»liikjl 
pHKi-Ns  that  imposes  the  conimtitmv's  values  on  the  ucipKiu  inoit 
diffiiuft.  if  m*  impossible.  Retrnt  trends  tn  nationalizing  iu«mtr- 
assistance  ptogiams — SSI  in  l*»Tlf  and  (lie  current  ueltaie-utnim 
piopnial  made  b\  PicM'lenl  Cat  let—  uotild  weaken  ifw  nialt-s'  pofot 
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^  power  to  shape  and  run  pn^rams  for  the  poor.  State  legislatures 
flW>        »uch1a  movement,  despite  the  fiscal  relief  it  would  provide 

AU  these  pokical  consideration*  and  manv  more.  as  nell  as  the 
<tono»nii;  and  social  policy  aspects  discussed  earlier,  will  inHueme  the 
^sion-making  process  thai  will  shape  the  future  „f  the  .ncome- 
pj^wnance  system  in  the  I'mted  States. 


Notes  V 

|    tiffed  M.  NKolnik  jrfd  Sophie  R  l)«jlrt  "S<mi^J  %v**ji^«-  l- 

i^>w        4«rno  i,  jsj; rimttisr**"* 



M,.,  »>,n  of  H'eMaW  N.«h,rW  ^ J^^WT^S^i^^ 
,.,74,  .1.1-10  ^  C1rrJI  '*  nftur  1'„\  ,h»  *  <*p„„K 

1  lor  further  iliMUMwn.  »«r  \|jr«hj  V  <>/.....    i    i  i 

<tr .  -  r*,-,«„  .^-t'^tt^rr,^,^- 

j.  J  TZZESZ&Zi  as  as  est 

'H^nnum.  DC    Drp^rtmrni  «,|  l^akh  S^,^  L  u,.!"'  /«  ,,7M| 

^i^r^^^rr^a,iry:^  rr  ^ *  ^  ^ 
— h,  ,„  xssi  ^jSTSts  isrv  ^  r •  *  <  -  ^ »»« 

».i«iurcd  I  <i  nhMnmi  r-.rU.IVH?  rW»U,r"  *  h'«h  'lipMi.,,  |.„  .„  4„ 

*        1**  *J*ESS  ,Sf^*'Vi"'«-««  «  Ht«.S,Mw„,„U 

I-'  ^  Wm      H*'*hn-  t«lu.  jinhi.  ,,,„,  \Vrll.„r  in  U  ,,(»,!.., 


BEST  COPY 


.402 


Purposes,  Cntrria,  and  Choices/*  Welfare  Reform  ArMhrs»  Scncs,  Briefing  Paper  no,  j 
(Wajhmgtnn  DC  -  Department  of  HcaJth,  Education,  and  Welfare.  February  |4 
1977);  Oaawa,  "Farwry  A&owaoces  ami  a  National  Minimum  of  Economic  Secunry 
and  Scott  Btfar.  Wilt  Children'*  Allowance*?"  WW  PT#M  14.  no,  I  ( January  1969)  * 

IS.  In  1959.  the  official  povertv-boe  income  represented  about  one-Half  of  che  m*, 

  &mmeom*oi ai  Aaaentam  But  by  1974,  ihe  povem  Uireshokl  for  an  urban  fa**, 

of  four  persons  had  dropped  to  just  over  rmc-tbird  of  median  farmfv  income.  V* 
Winifred  Befl.  TamiK  Structure  and  ftwtrtv  A  (  «^mn  Courser  m  HV^arr  ^ 
Martha  N.  Otaw*.  AKm  U  Schorr,  and  Winifred  odl  <New  York  New  Vorfc  I  rtivcr 
***%  Graduate  School  of  Social  Work.  Center  for  Studies  in  Income  Maintenance  Pofcct 

16  IS.  Department  of  Health.  Education,  and  Welfare,  Social  and  RehaNffafw^ 
Service.  Office  of  Information  Svstcm*.  National  Center  for  Social  Statistic*.  At4  H 
Famtm  ****  Dependent  Children  Standard*  for  fan  VW«,  Staff  Maximum  and  Othtj 
.UrftW*  *f  Lmrnng  Money  Payments,  Frderai  Matchmr,  Prtnmtans  under  the  S*rud  Srrurtty 

*   .4rf,  J$dy  1976.  DHfW  Pub  no  <*RS)  77-05200.  NCSS  Report  D-2  <7/7o»  (Willing!  on 
DC  Government  Priming  Office.  February  l«77> 

17  Martha  N  Ouwa.  '  An  Exploration  into  States'  Commitmcni  in  AFDC"  (un. 
pubbshed  manuscript  available  from  the  George  Warren  Brown  Vhool  of  Socui  * 
Wort,  Waahmgfon  Irwvenwty.  St.  Louts,  Marour^  63130)  In  ibis  wudt,  data  lor  the 
states  of  Hawaii  and  Alaska  were  etduded 

1H.  President  Carter'*  welfare  message  to  Congrest,  August  ft.  1977 

19,  The  bench)- withdrawal  rate  mean*  the  rate  of  fractional  reduction  tn  benefits* 
earnings  increase,  E  g ,  when  a  program  reduces  benefits  by  $  I  for  $  I  of  additional 

as  done  m  the  AFDC  program*  before  1967,  the  benefit-wnhdrawal  rate  * 
100  percent 

20,  A*  social  iniurance  program*  pn>vide  benehti  based  on  presumptive  need.  chr> 
do  not  involve  income  testing.  The  program*  presume  the  worker  io  he  in  hnancuj 
need  once  he  encounter*  a  risk  stipulated  under  the  law  such  a*  retirement,  u*v 
employment,  death,  and  disability  The  doe*  not  mean,  however,  that  vocial  iniuMrxc 
programs  provide  an  adequate  minimum  income  for  ali  beneficiary  families. 

21,  Martha  N,  Oxawa.  "Income  Rrdmribution  and  Social  Secuntv,"  Wwi  Smur 
Arise*  50.  no  2  ( June  19761:  209-23;  Sheldon  Danngcr.  "Income  Redncnbuiion  an* 
Social  Security:  Further  Evidence/  mid  .  St.  no.  I  (Mann  1977):  179-4*4 

St.  David  Kershaw  and  Jertfyn  Fair.  Thy  .Vnr  Jt*«y  lne*mr-M awnUnm e  Experiment 
vol,  I.  Opera****,  Survey*,  and  .4dmvm*%trntom  (New  York:  Academic  Pnes*.  1976).  pp 
2<Mtl. 

25.  Michael  K.  Taussig  "The  Social  Securitv  Retirement  Program  and  Wrlf.nr  He- 
form/*  in  fnkgratmg  t meant*  Matnienanee  Pre  grams,  ed  Irene  l^srie  (New  York 
Academic  Press.  1975).  p.  221.  cable  S  t. 

24,  Leonard  i  Hausman.  'Cumulative  Tx%  Rate*  in  Alternative  Income  Mamie 
iuhwc  Systems/  in  Lucie,  p.  44.  table  2  I. 

25,  Department  of  Mcakh.  Education,  and  Welfare  <n  Z  above)  and  I  S  C^ingrcsj 
Joint  Economic  Committee,  Subcommtftee  on  Fatal  PoIkv.  PhMk  tnttme  Transfer  pro 
gram  The  Imtdmrt  of  Siwihfb  Bsnrftfs  and  the  /nan  Rmvd  h  Thett  Retrtpi  A  Study 

 %rfdfft  tr         Wrifaca;         ^  ■  92d  r^n  -2d*c*..  April  10. 1972  (Washington 

D  C  Government  Princmg  Office.  1972).  pp.  2*.  fable  9:  50.  table  10 

26.  Lewis  Manam,  tUimf  and  Sacmi* S*e*rUi  <Wasrungton,  PC  BriM^king*  Inuita- 
lion.  1946«?p  841. 

27.  The  term  "poor"  rtirani  those  who  fall  below  the  official  potcnt'linc  into** 
estabnshed  yearly  far  etch  fanvK  sue  bv  the  Social  Set  urn  >  Administration  TV 
povrTty  lme  ascomc  m  further  refined  to  be  appfceatye  to  f  amibjieadt  ol  ddferent  vein 
and  age*.  E.g..  the  poverty- «ne  income  for  a  nonfarm  famth  ol  lour  perwin*  war 
55,1170  in  \976  Ihe  po^rrry-hne  mcome  r*  the  armtimf  ihooghi  iin^jn  lor  a  fame* 
in  the  i'nfted  StaSrs  to  hare  a  minimum  iiMHlttd  of  hting  In  <h«v  mMjiur  ihe  iomep 
o^  povertv  is  absolute.  On  the  other  hand,  iftr  tout  r  pi  ol  po%eiM  *  mi  be  irlatne.  U 
c ofnjjuf  tuto  toiih  poor  pe<»pte  |0  <>thci  i^(HiUie%  *tr  m  tMftfer  *c.irv  p<nir  people  m  fhr 
t  ruted  State*  are  reinjieti  less  pior  I  bus,  the  cotuept  **f  po*eit%  ma*  r^r  inteiprcted 
,iv  abMrlute  or  relative,  depending  <hi  the  u«hiii  **l  lelnemr  l«»i  ioiiipan*«m 


408 


ERJC 


ft.  MuMfl  C  Banh.  Ceorge  J  Canagno,  tnd  John  L  Palmer,  r^nrnt  a*  Fffntn* 
t^Sm^mJ*tm  rrMmt.  P^pms,  .Wf^iMidh.H,:  Inner*.*  ot  u/,m»n 
iiwMW*  *>'  Kocareh  on  Pu*em.  1 974).  pp.  ftj,  ub»e  5;  2».  table  6 

49  Daifigcf.  p  179.  table  I 

59  Srrl  m  T'.f*"-  (Madron  I  nwfwt  „t  HWomm 

p«i»,  I9**»'  Pf  «•».• 

„  Man.n  S  FeMwwi  "Sonaj  Seonrty,  Indeed  Retime*.,  and  Aggregate  Cap.. 
(jJ  ta0iil»m/«n«/^  f«m  85!.  no  5  (SeptemberA^ober  1974, 
^,5-5t»:  Vkm«  ^urwy  and  Private  Sanngv  International  Evidence  in  an  Eucnded 
^  t;»tlr  ModHirt  TV  CcmMuri  v/PhHk  Smtrn,  Prot  rrdinp  of  a  C<mterrm  r  Hrtdkfc 
hff^*  4~~n***  <*  Turm.  Icty.  cd  Man.n  S  reld«e,n  and  Robert  D  Inman  (ton- 

J~^Jt*  4m^a*S*tt*f9{/,fmrmH,Ht  Appl,rat»n*  Sevhon.  7 1 .  V* 
(Dftrrnber  1976):  H00-7 

.«  J«*ph  A.  Pcthnvan  H«ir>  J  Aaron,  and  M*hacl  k  Tau.wg.  .W  W,a 
Prufnln^  for  Rejarm  (Havbtngion.  DC.  Brooking,  InMnuhon.  p  I  MO 

51  Inder  .he  Carter  plan,  .he  break-e*en  p.™.  for  a  goen  Jamil*  1,  .he  «mt 
M  b.*h  the  "orkmg  and  nnnwork.ng  poor,  proving,  howe*c , .  a  k,*c,  ha*k  pavn.e ... 
,„  ,hr  working  pour  Ine  haan  pa*  men.  ron.mue*  to  be  provided  wi.h.n.i  deal*.**! 
^rtJ  the  lam.lv  eamrngv  rcath  a  «n*n  level  E  g  .  a  <am.lv  of  lour  tomwiuo  ... ,««..»«. 
KJM  i M**|""««l  ^ach  a  ~ar  For  further  dr«u„,(W1  „„  lS,. 

<  u.ict  plan.  «  Martha  N  Ortna,  Anaiofnv  of  Prcdetii  Carter,  Wellarc  Relo.m 
rropmaT  SWC<wW.  „>|  5H.  no  12  (December  1977,.  ,n  pre« 

M  "Heafchv  >n.he«-n«.hat.Kherupe,„fInf„mc.rn4ll„<.niW,( ,  „ 
j,  rtim.mum  ..age*  and  f,bv  arc  mjumwd  ...  iheir  elleilv  or.  p.e»entin.r  ixorm 
rrdn«.rbo.,ng  .mome  .0  the  p.™.  and  a.tur.ng  an  adequate  m.n.mum  ,,„.!«£ ,„  M 
H  Otf»*.  ^»^Redntr.bii.NH.aMdS.HMlS«un  v.  p  -U  .ablei  In  thn  .aWr 
tjnnlMT*  imlwdev  both  faro.liev  and  pervon* 
.in  Peter  Henk  F.«plor,ng  the  Dnir.lH.hon  „i  t  urned  Imon.e.  „h.„  Hr 

.**  •>.:  no  I- (nnrmher  1972.  Ltl,  tahle  4 

toik  Bjmc  Book*.  |<l?2..  pp  *,M-7|  '"■uin  i.>rH 


BEST  COPY 

 .  409 


Welfare  Reform  and  the  Liberals 


Leslit  Lenkowtky 


I*  }\r*t  22,  197*,  Speaker  of  the  Howe 
Thomas  P  O'Xcill  announced  thai 
da*  to  the  lack  of  lime  remaining  m  the  95th 
CoJftfw*.  further  cormderat ion  of  welfare  reform 
would  have  to  be  pentpoued.  Hum  ended  the  Car- 
mrjiKm  i  6m  attempt  io  overhaul  the 
program  which  mom  American*  would 
at  the  top  of  thru  li*tt  of  wasecful  and 
'  pobhc  torticcs.  Though  pot  forth  with 
at)  the  tub  re  customary  for  a  major  hsitiamc, 
meftsnmn  a  feHevned  addfev*,  the  President's  pro- 
posed ft  unlaw  for  Better  fob*  and  Imomc* 
(FBf  f)  lr**d  fen  than  a  tear  and  died  without 
erer  hating  been  debated  b*  either  hooae  of  Con- 
or**, E**n  Richard  Ninon  *  ifltatcd  family  Av 
tiiisimr  Plan  (MP),  pro  noted  ahnou  a  decade 
earlier,  bad  come  nearer  enactment 

Thn,  devmtc  the  fact  that  PBJI  enjoyed  Kteral 
apparent  polite jI  advantages  that  FAP  lacked.  In 
the  frm  place,  ihe  White  Howie  was  now  inhab- 
ited by  a  Democrat  who*?  concern  for  the  minor* 
tie*  and  the  poor  had  placed  an  important  part  in 
N*  wutning  the  J*re*tfeocv.  The  key  ajtencici-- 
the  Desmrtaaeuu  of  Health.  Education,  and  Wei- 
tare  ami  of  Labor-were  uaned  by  nmmr  pro- 
fptnadh  committed  to  lefonotmj  weluWc,  people 
who  had,  in  truth,  thought  about  tittle  else  (hiring 
the  eight-tear  Rcpobifcen  intei  icgitum.  By  almoat 
ant  me*****,  the  9feh  Congress  was  more  liberal 
than  hi  predeeewort,  and,  o^  rum  ar,  It  war  coo- 
troflod  *i  me  President  i  party*  and  wo**  tberc- 
fore.  pr  nmtabfy  witting  to  than  credit  with  the 
iohi  taion  fm^what  wotild  sennit  be  hailed  at 


a  crown**  r  achievement  in  tonal  policy,  finally. 
M  a  nHkt  $  hit  of  political  irowy,  the  Senate  fl< 
nance  Committer,  which  had  been  the  majur  kg**- 
lotto  stumbling  bloc*  a  decade  earlier,  now  in- 
cfttumf  F.%Pi  moat  influential  proponent,  ocwh 
emned  Senator  Daniel  Patrick  Moyuihan  of  New 
tort,  wno  chaired  it*  Subcommhtee  on  Puntk 


In  the  event*  afoyuthao  *  presence  a  railed  IrWle, 
for  ftfl  prrnhed  m  the  Home  of  n>nrenmt» 


titiet.  Indeed,  it  was  not  even  considered  on  the 
Howtc  Boo*,  nor  in  an?  of  the  three  standimj  com- 
mittees that  share  jomdktioo  ottt  such  «  far* 
reaching  and  compfe*  piece  of  legislation.  For  bt 
the  time  it  etnerned  from  the  ad-hoc  tubvommiimt 
that  Speaker  O'Neill  convened  to  review  it.  the 
price  tog  had  risen  well  above  Sft  bilKoo.  With 
PropoMiion  IS  only  recently  ha  via*  named,  and 
with  the  fccusp^Rosh  (edetal*too^odocS/iou  ntp/ 
gemaot  already  eat  he  i  tng  momcuttuw*  this  was 
too  much. 

n^tf^}4oV  C)v%$*Q9^  e^^e^^  vJ  ^Ov^^C^v^l*^  m^vjft^*^^n^m^v?m^o^n^v^ 

what  Kaled-down  proposal  was  bcgutnmjg  to 
cincfoc  mst  as  0'Neffl  postponed  further  cmtsiom> 
at  ion  of  FBJL  in  fact  the  prnpects  for  welfare  re- 
form  in  the  96ch  Ccmgrett  *Ppe*r  even  sitsnmer. 
T*hn  ta  partly  beemm?  President  Career  s  desertm* 
nation  to  hold  down  federal  spend  inn  means  that 
adding  jm  Urge  new  profram  will  force  the  re- 
duction of  e%istinf  profram*  and  thus  eltdt  the 
oppotttion  of  those  trho  beneht  irom  them.  No 
nascent  coalition  for  welfare  reform  is  apt  to  with- 
stand  its  members*  determination  to  tare  their  fs> 
write  project!  from  such  ctttboehs. 

Of  rar  larntf  saxnhacancc  however,  H  the  sorrr 
irate  of  the  beiiefc  and  eoak  that  hate  guided  the 
eHorts  of  liberal!  to  reform  the  welfare  rosem. 

come  to  thtnh  of  welfare  not  as  a  meant  of  fenchmj 
nf  storvatmn  junomjr  tna  omaStnta,  or  #ftn  nt  a 
meant  of  keeping  a  roof  over  the  heads  ami 
cfothes  on  the  bach*  of  young"  children  won  no 
wortinj  parent  but  r giber  at  a  mechatnam  lor  eV 
dftsiributing  income  "To  be  ture,*  tome  such  rew~ 


mt  Jfn?^  Vs9A%  Mnnl  4j  mmV  MMmmW  vfJ  mJ(^JH|  «nf^mTmM 


tributwn,  a*  wealthier  ritiarns  are  tamaf  to  assist 
pooeer  <mes,  is  one  of  the  cocttrcfocncet  of  the  wef* 
fare  ffttem.  But  tftat  is  not  to  tav  that  todisnibn- 
tton  is  its  ann  or  that  remrtnsnst  the  svtaem  nn* 
mandt  fealty  to  an  abstract  cowreption  of  rndrtid- 
ual  eouity.  Vet  liberal  hwsaenm  that  It  does  ami 
must  plated  a  mnfar  role  in  nfkatlhn  fAf  ami  f 
nifl  larger  one  hi  lOffng  PBJt  for  from  betmjmt-  - 
lisind  adiin<ann  fne  preventa  of  t  Immmjmj  m. 
the  White  Home»  of  ardent  lemcmnrt  in  the  anmv 
ctet,  and  of  Imerah  ha  the  Congress  sH  mat  anmeed 
thai  the  adm^nhaTataan's  amhstlout  aatmsmsl 
nrimld  be  iiitlhota.  And  sn  lamj  m  Iflwral  Want 


Inmristnd  from  Commosstnry,  Knr.  1979,  bf  onrtaiooicm,  nil 
fig*.*  rgftma. 


#  1  *******  rc*orm  remain  unchanged,  a  similar 
fm  wm  octal)  anv  woiiUr  inil i ative 


fTH***fle  om  welfare  rriorm  ha* 
A  bccom*  raaeparabk  from  the  issue  ok 
and  how  to  reduce  or  eliminate  ii.  In  the 

  fiberali  thared  the  fractal  American 

new  that  the  pwt  need  no  mare  than  opporttini- 
fte*  to  advance  to  t^tes-  circtmnuuxe*.  Tbey  dif* 
•ered  from  conservatives  motels  in  favoring  more 
e*M«frte  public  program!  to  provtdc  education. 
job  training  and  other  services  which  ihey 
thoufht  wouM  accelerate  sht*  movement  Welfare 
w»  useful  mainlt  insofar  a*  it  permitted  those 
wbo  evnJd  not  support  fbemsclves-the  old,  the 
yonng;  and  i he  infcrm-to  receive  tome  minimal 
>rejofnib*iucnce.  Bui  it  could  alto  do  harm  if  it 
produced  dependent,  broken  home*,  or  other 
t^'Unttfinat  might  hinder  the  social  mohilii* 
of  the  poor.  Economic  growth  and  opportunity 
ooi  welfare,  were  the  real  cure*  for  poverty. 

But  at  the  nation  prospered  in  the  1950$,  the 
poor  termed  to  remain  poor  Another  remedv  wa* 
^attced:  tine*  what  the  poor  Ucted  mo*t  »u 
»onev,  providing  them  with  more  income  came 
to  be  %een  at  a  wmpJe.  efficient,  and  effective  wa*  of 
fighting  po»eriv  A  growing  economt  alone  would 
not  suoVe;  nor  would  educational  and  other  social 
•er***res,  which  turned  out  to  have  little  effect  in 
uKr*a*u*g  earning*  ant  way.  fn  this  context.  (W 
trouble  wifh  welfare  wa*  that  it  wa*  inadequate 
and  ill-designed  for  the  task  U  tnould  be  ex- 
panded, or  preferably  replaced  with  a  comprehen 
•he  income  maintenance  plan  which  would  give 
•tones  to  all  (he  poor,  solelv  according  to  need  Bv 
the  mtd  VJGO'i.  thrs  view  had  obtained  a  %ub*tan< 
tial  following 

At  hru,  libera*  politician*  stood  firm  behind  the 
older  idea  of  providing  opportunities  for  the  poor. 
TWrwi»  the  fundamental  strategy  of  the  War  on 
rWm  and  the  Great  Societv  Apart  from  tome 
popular  programs  for  the  elderly,  link  atientioo 
was  given  to  welfare.  (For  Lyndon  B.  Johnson. 
MMC  vaid,  u  wa*  the  Department  of  Health  and 
^KMion.  period.)  J  wide  the  Omct  of  Economic 
Opportimttv,  plan*  for  redistributing  income  Here 
«Va*»n  up,  but  Presidential  Assistant  Joseph  A 
Calif  a  no  administered  the  coup  oV  grjet  to  the 
few  proposal*  thai  came  near  the  White  House 
Xoc  until  hts  final  tear  in  office  did  Johnson 
♦bow  am  interest  in  the  "income  ttrategt"  and 
•n«ail  he  did  was  appoint  a  <  ommntion  to  study 
income  mointena  nc  e  program* 

Before  the  contra  i*  won  could  even  submit  it*  re 
port,  hoyenr.  Ritrwrd  M.  Vi*on  atartled  liberal* 
c*er>OJ,c  ***e  ov  proposing  a  guar- 


fn  August  he  put  forth  the  Fanul*  Assist. 
**5f  •rntch  would  have  replaced  the  eatitiog 
J"1* J****  "r*,n  4  program  curing  all  fami» 
Ms  an  income  of  about  two-third*  the  ooVial  gov- 


emment  'povert*  line.  Thn  first  map*  domestic 
mutative  of  the  Republican  administration  was 
nothing  more  or  lev*  than  a  plan  to  aid  the  poor 
*>T  «d«wibtMing   income:   it*  origin*  lav  m 
schemes  devised  dining  and  rejected  bv  the  fomv 
von  adminiftration  But  FAP  had  a  more  comerra- 
melifieage  a*  well   For  mam  years,  Milton 
Friedman  and  other*  had  argued  that  the  emcrg 
of  a  paieroalntit  welfare  *ute  could  be 
slowed  .irtd  the  appat jtus  of  ijownment  wropli- 
bed  if  mtnad  progrjim  weie  replaced  bv  a  simple 
•ncome^uppleraeni  scheme  or  ''negative  income 
tag  that  would  permit  tlie  poor  to  buv  what  they 
needed  in  the  maikcipUe,  ju*t  Jtfce  evrrvone  elte 
Thi*  ulca  also  appealed  lo  tlie  Xi^on  admitmir* 
t»on.  a*  did  its  corollarv  the  proposition  that  an* 
new  pbn  d»ould  provide  wronger  incentives  for 
*elf  *upport  than  the  current  welfare  **«tem  did 
Accmdingl»f  FAP        offered^albeit  with  more 
hope  than  confnlcncc-a*  a  program  that  might 
actual!*  retttain  Mve  toiler  liberal  tendencies  of 
government,  even  thouah  iu  mo*t  aocorem 

be  to  create  a  mechanitm  for  imomc  red 
tribution  on  an  unprecedented  tcale, 

Paradogicalh.  perhaps,  but  not  vurpmtnglt.  lib- 
eral pohtiiiam  *>ere  diwom.-rted.  Fot  eight  tears, 
the*  lud  made  eliminating  povem  the  central 
objeitne  of  dometiic  wiaf  polio,  but  they  had 
proposed  nothing  to  daring  a*  that  which  a  Re- 
publican Prc*idem  offered  within  month*  of  tat 
uig  office.  Worse,  n  wa*  thi*  paiticular  Republican 
President,  k!io  thounht  to  draw  nxne  of  his 
ad*  ice  jnd  much  of  in,  >uppo,t  from  ihose  who 
had  opposed  'he  rn<M  ptoxre«i>e  measute*  of  the 
Great  S«>cict*  \ou  \i*>n  appeared  to  be  in  the 
vanguard  of  social  polio,  while  thev  teemed  to  be 
dinging  to  outmoded  idea* 

Thi*  role  reversal  wa*  haid!v  more  than  mo- 
mentan.  If  Rrcharif  Niton  could  mpporr  radi- 
cal  plan  foi  redntnrniting  income,  then,  judged 
the  liberal*,  to  coufd  tlie*.  Three  months  after 
FAP  was  ptopoted.  Johnson \  (ommntion  recom 
mended  a  near  identiui  pjjn   Moreover,  unlike 
tlie  Republitan*,  the  liberal  Democtai*  deter- 
mined  to  provide  tr*\  help  to  the  poor.  At  i*uc 
wa*  the  »iae  of  the  income  guarantee  Some  m 
M*ted  that  it  be  sumtienr  to  enable  a  famii*  to 
leave  potert*  eniirei*  Othei*  *em  furthet,  calling 
for  lienefu*  consj^  ..tbl*  above  die  poteriv  lfne 
The  price  o<  *ut',  ,    n»  ua*  M.mgenng-up  io  55*1 
or  $00  bilhon  r,      nMn  t\.e  COsl  oi  ^ittinn  wcJ. 
laic  programt-and  the  conwtf  ueuce*  lor  the  econ 
<»mv  *»ere  fat  reaching,  but  to  long  a*  FAP  pro- 
vided less,  it  could  be  denounced  a*  inadequate, 
inhumane,  ot  wo**  (preeitelt  the  sort  of  tcheme 
that  might  be  egpeued  lo  emerge  from  tJte  Nixon 
White  Hosne). 

The  new  liberal  enthusiatm  for  income  redisin* 
bution  uhimatefv  helped  to  defeat  FAP.  From  the 
*ui  t,  the  admintstr  at  ion  k  oew-  cortterva  t  ( ve*  would 
be  *u*picu>u%  of  the  jnopo^l,  imt  hoped  that  lot- 
alt)  to  <lie  Pnrstdciit  might  omnnand  enoi^h  of 
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then  twee*  to  obtain  it*  passage  That  w  approni- 
matrH  what  happened  in  the  Hwc  ol  Rcpresen 
tativci  Bui  in  the  Senate,  lil»rrjil  detection*  lipped 
t!ic  balance  ihc  other  wa*.  Sow  I  hern  Democrats 
and  MsoWsttrn  Republican*  lad  been  e*pect*d 
to  be  agatrot  redistributing  income*;  the*  w*re 
liberal  l>rrnocrau  j%ere  expected  to  be  in  Uvor, 
the*  wtrt  bm  ihe*  would  not  have  F%P  unless  il 
was  e*p»nd*d  in  w*ss  unacceptable  10  the  Nneon 
administration  and  it*  eorrgressional  loyalists 
Suremaie  ensued  mil  after  three  »tw<  of  debate, 
nothing  had  been  euaued  but  anotftcr  program  of 
iid  for  the  elder  I*.  tlie  Wind  and  the  disabled. 

Support  for  maa*i*e  income  redistribution  now 
became  ihe  loucm-tone  of  liberal  attitude*  toward 
«x  tat  pohrr  tn  t*7&  Senator  G***€  M*Gove»i~ 
m*de  il  a  major  ilrrrar  in  hit  campaign  for  the 
PreviderH*  Mier  hi*  defeat.  *ongrrss4onaJ  starts 
and  HEW  planners  set  aU>ut  designing  programs 
that  thes  lioped  would  hase  a  chjncc  ol  hemg  cu 
•tied.  Thes  were  assisted  bs  a  1 10% l  ol  ssmpafhrtir 
economist*  in  the  iiiusersmes.  the  research  >n*u 
lute*,  ami  such  major  hl»eral  lobbies  a*  iNe  AfL 
CIO  Republican  intetest  had  *»  aned.  however 
and  nothing  much  came  of  these  effort*.  Noncthc 
lev*,  the  Demociark  platfoim  id  put  tlie  partv 
again  on  record  a*  f. timing  itir  replacement  ot 
welfare  with  a  simplified  ssstcui  of  inhume  main 
tenantc.  substantial!*  financed  bs  the  tedetal  gos 
ernmcnf  "  I'hi*  w.is  fining  f-Jiter  *  mandate 
;ind  among  the  first  <ommnmrnu  he  set  out  to  tut 
fill  aftei  I"*  election 
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r  icdistributmg  incomes  11  soon  be- 
came apparent,  was  easiei  u#  ia!k 
4bout  in  opposition  than  to  pi  noose  in  oftui'  One 
problem  was  the  cost  The  fanciful  sum*  thrown 
about  u»  the  debate  ovei  F\P  could  not  be  taken 
serious)*  \s  Senator  McGovrm  rud  tociwl, 
the  puhUc  would  nor  allow  vmh  acneiovts  nor 
would  the  budsjet  of  ans  ptiidcnc  President.  \nd 
thtt  Demociatir  Pr<rv»dent  w,»*  prudent,  01  so  he 
ttjnted  to  r<  thouaht  Working  undet  order^  to 

•  limit  new  nutUt*.  .ufminiMrjtion  pbunetv  pio 

*  durrri  a  pirnjrjm  wliosr  income  ttUJraniec  wj*  jI- 
!  mmt  idemita!  to  the  one  Si\an  had  otopoW 

'   \Tot  familii^  he.idVd  bv  an  employable  nun  or 
•woman,  Hir  aki  i\;iibbfe  ini^ln  lie  even  Uiuit  ; 

■  .Liberal*  outtidc  tbe  adm)m*iration  ucre  *li*ma*r<l, 
but  hoped  to  (ifiiect  maitei*  tm  Capitol  Hill  I>e 
\pite  it*  Jitempt  Jt  fniRjlilv  the  Prouram  for 
Better  fo^  ind  Enioim*  would  \iJ\  ha%r  <ott  jn 
etiirj  V>  billion  h*  tlu-  hr^t  olfuul  estimate.  \nd 
nc\Hv  fiHir  timei  tlut  when  modihed  b»  tlw 
*p«rj|  >ulKommiitt*e 

Jn  an«  4J«e,  die  mote  impcrunt  problem  »af 
not  !m>w  mu<h  PBIf  would  to^t.  hut  how  link  im- 
provement il  itemed  10  int%  Mmh  had  1  hinged 
in  the  eight  »rjM  xlne  F  \P  had  been  proposed 
Appli^4frofi>  loi  pdblir  .i%u«UiHe  h.id  *ufaed  in 
the  late  f'Jf*>'4  ^nd  uriv  l*#70S  with  the  icsuh  iful 
tip  lo  90  pri  tenl  ol  ll;o*«  ti,-,«hJe  hCU  now 


thought  to  be  receiving  aid.  fa  addition,  the 
food  «amp  program,  a  federal*  financed  oian  that 
givei  the  poor  loupoitv  redeemable  for  food,  bad 
been  mawivelv  enlar?xd  From  tiitual  imignin- 
cance  at  the  end  of  the  fobn*on  administration,  it 
had  grown  to  av»rtt  upwan!  of  18  million  people 
at  a  io«t  nearing  S6  billion  per  »ear.  \  timilar  ex- 
pamton  had  occuned  in  Medicaid,  whkh  uipplicv 
health  ;are  to  ihe  poor  Not  oolv  were  welfare  re- 
eiptcnti  eligible  to  tierteni  from  the*e  "in  kind" 
program «  but  w>  too  were  tbe  "working  poor," 
that  i%,  those  who  were  employed  at  low  wage*. 
Moreover,  a  new  form  of  aid  had  been  created  in 
1973  for  ttm  group  (m«Htlv  at  the  instance  of  ton 
grrvsional  tomervativev  worried  about  the  more  - 
uaatpjpeJicjmyjL-  Khrme*  Mi>dcr_  ^i*cii?siony  _  5 he 
Farned  Imome  Ta»>  Credit,  whuh  augmented  the 
incomes  of  families  with  eirmngs  up  to  A1- 
ihoiitfh  each  change  rcfleaed  the  particular  « ir- 
i-wnMjmn  and  (onstituem  ies  of  a  single  p^o^r,lm, 
die  combined  result  wa«  that  bs  the  lime  libei,ils 
returned  to  the  White  House,  the  nation  had  ,i|< 
reads  made  a  las  it  decision  to  abandon  the  idea  of 
onls  gising  the  poor  oppottunit  e»  and  liad  begun 
giving  them  mones  at  scell. 

A>  4  consequence,  the  So  (or  >20)  billion  to  be 
spent  on  PBfl  seemed  to  sield  little  promise  of 
further  reducing  posei tv  In  l%5.  at  die  outset 
of  the  War  on  Poserts  ,  H  S  per  cent  ol  all  families 
had  been  clas.ifted  as  pool ,  a  decacfe  later,  jfter 
the  expansion  M  cash  assistance  ami  the  varMHi* 
in  kind  progf  ims,  the  proportion  ftad  fallen  nell 
below  10  pri  cent  When  lulls  implemented  in 
PBfl  would  still  hjse  lett  '» 7  pet  tent  of  all 
fjnnlics  in  p4^eu%  .'tomp.ned  to  4  proves  led  H  per 
4Ciu  if  no  ihanges  ueie  made  in  the  enisling  pro- 
grams - 

'to  l<  sure,  man*  of  these  families  would  ie« 
ceive  mote  mones  from  i!ie  President  *  program 
than  thes  did  from  cunent  onev  and  ^ould  thu« 
be  less  poor  Bur  uuh  families  were  to  Ire  found 
most  Is  in  the  handful  of  stales  in  the  South  and 
Midwest  which  had  traditional!*  set  low  standards 
lor  aiding  the  needs.  rbe*e  states  had  long  had 
iW  option  of  raising  their  standatds.  fiad  ttxy 
wanted  to.  am!  miNi  ol  the  tost  of  doing  so  woukf 
have  lieen  Ijornc  b»  tfcuerous  feileral  matching 
grants  But  in  ftte  main  thes  had  not  named  to 
Ihr  singular  a«  lucscniciit  of  the  Mallei  .idmitiis- 
tfjnon>  pfopsnal  would  be  to  allow  them  no 
ihoiie. 

Moftrover,  dcspitr  us  immense  <ost.  PBfl  did  lit* 
tie  to  help  those  states  ind  localities  that  h^d 
taxed  tliemseltLs  hCasds  to  proside  foi  tlteir  poor. 
Despite  ihe  lwrnung  tMnkruptis  of  New  Yoik 
Cits,  lot  example,  whuh  spends  moie  than  a  bil- 
lion dollars  a  tear  of  its  own  mones  for  welfare 
ami  Medicaid  progiafti*  »en  tlie  most  expensive 
servion  of  PBfl  wa»  estimated  to  sield  the  cily  no 
moie  than  mtlhon  111  nsca!  relief  S*Kh  sav- 
ings as  would  result  from  more  oeneious  federal 
matching  jiunt*  would  1^  more  than  otfset  b* 
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™k  thai  enlarged  the  welfare  roll*  to  in- 

dttdc  b»il>cv  childless  tovpJev  jmJ  even  tingle 
peopk  svh©  were  not  pret  iowsit  thought  (even  in 
New  York)*  to  be  in  nerd  of  much  assistance 

to  the  yum  time,  FIJI  trotyl  have  restored  to 
socijI  tnujut  poJiev  something  like  the  old  Pooi 
law  pttctkc  of  'Wk  rdief  '  Tint,  ioo .  wa*  j  re 
*°      political  realities)  ol  income  rediuri 
butie-a.  ITie  more  mono  to  be  provided,  ibe 
ffcner  the  public  insistence  upon  gcjud-faith  ef' 
lorn  at  self  tuppott  b>  those  able  to  tupport  them- 
******  *  V'^wp  *htch.  in  ihr  wake  ol  tlx  matsite 
biotas*  in  the  number  of  working  mwn  m«gh< 
now  induce  esen  mother*  with  toung  children 
CuOjervjUrr*  had  sought  mostlt  to  require  cm- 
plot  able  rerfpienti  to  remitter  tWsh  an  empkn 
men*  service  or  to  work  at  raking  leatct  or  similar 
job*  in  exchange  for  iheii  tbeckt  In  lomrati,  tlse 
Carter  administration  now  proposed  to  >ei  up  4 
Jwge  pubJk -works  program  thai  would  enable 
antonc -welfare  recipient  or  not -to  dtcov  from 
among  fiMe  than  a  million  minimum  or  pretail- 
m*-wagc  rub*  in  ftieldt  like  public  health,  ens  iron- 
mental  tare,  recreation,  and  education.  The  tin- 
deriting  rationale  wa*  that  ihcw  jof*  would  in 
crease  the  <  tern  and  for  lot*  skilled  labor,  therrb* 
Uxtim  salaries  up  lor  similar  work  in  iIjc  private 
sector.  Bui  the  few  pr eredrnts  gave  little  *wu  ranee 
that  tucft  number*  of  job*  could  lie  uraied  or  that 
the*  would  no*  produce  equivalent  teductiom  else- 
where in  the  economy. 


W 


hat  was    lilwi.d    about  *tii!i  a 
H*hen  ?.  apatt  from  itt  |*uc  tag? 
Certain!*  one  impulse  •««  the  desire  foi  vimplmo 
and  rationality  in  welfare  poluv  The  mnrm 
anas  of  federal,  ttjte.  and  local  pnmrams  being 
general!*  regarded  as  complex  and  contemn*,  a 
bbetal  supporter  of  PBff  would  hail  the  cffoti  to 
lepiace  multiple  programs  with  a  single  national 
tsstem  fn  pcacuic.  however,  (hi*  ^oal  »  :,|l  hut 
uaatuina bfe.  For  example,  in  ordrr  to  avoid  re- 
during  benefits  for  families  in  Main  with  (he  most 
elaborate  programs,  if  is  nrtnwn  either  to  raise 
IPC  national  standard  to  that  of  (he  most  generous 
•ute  or  to  continue  allowing  the  state*  to  supple- 
mem  the  federal  pa>  mem  Tlie  former  it  hbu 
loud*  etpemttc  and  mat  lead  to  <u<h  politic  all* 
dubious  results  a*  putiim;  half  the  population  ol 
Mississippi  on  welfare  in  order  not  to  slatji  tw> 
menr*  in  Milwaukee  n\n  tlie  alternator  (wl»ith 
the  de»icnen  of  PBfl  leluctanilt  emhratTd)  un 
denmne* fyoih  rationality  and  tirapliritt. 

Far  more  tntninram  in  denning  PHf  I  a%  a  lib- 
eral mcature  wa»  lit  extension  of  tlie  primipje  of 
"h"u  «n  the  wake  M  f\t.  re 
placed  oppontmitt  at  the  game  of  procrettne  w> 
rial  polkt  Income,  in  thit  <onceptton.  dioulil  lie 
treated  a+  a  matter  of  right  and  the  amount  of  n 
Ofic  raciiei  from  the  national  io\ct irmc-nt  sltould 
be  hawrd  wieh  on  Itow  nituli  of  it  one  tlot  *  i*n 
pe4  bum  other  «ourie*  ft  doei  not  matter  that  fate 


ehoo*«  40  tttv  in  Texa*.  where  the  political  cul* 
tute  has  produced  relaiiteh  ungenerous  welfare 
bcnefii*  but  wliere  tlie  cott  of  living  it  relativelt 
»ow  and  the  economt  booming,  in»tea<l  of  in  Ma* 
whu^etti.  with  it>  high  pruet,  declining  uwiu; 
uiet,  and  lor*  e*4aVJrtJwd  halm  of  decent  proti 
*ww  for  tlie  poor.  It  don  not  matter  that  an  intact 
famfh.  a  chilcUew  toople.  or  a  >in^le  individual 
^  ofi\%n*T\\\  it  much  better  able  to  feml  for  itself 
iImii  i*  the  tinmairied  teenaise  motlter  of  two  tod- 
dlerv  It  does  not  matter  (hat  an  able-bodied  adult 
mat  timpl*  not  like  tcttain  kmdt  of  work,  prefer- 
leitute  or  j     meaningful'   fob  imtead 
Ra.tiKT,  the  fact  of  low  income  it  pttma  f«cie  the 
hatit  for  an  income  supplement  for  a  guaranteed 
mb)  ami  the  tire  of  that  supplement  should  be  as 
unihaim  .<*  (he  national  fjoternmeni  can  make  it 
In  tbort.  what  was  'liberal '  about  PBfi  was  its 
aliunde  iou*Til  dittinctiont   Whether  someone 
Hat  poor  for  re  a  torn  be>ond  his  lontrol  or  at  a  re- 
*ul<  of   hit  own   actiom  made  no  Jiffercntc 
H'liether  povexu  ua*  apt  to  be  4  tempo/art  tjtua 
lion  or  a  iliroiuc  tomliiion  was  inuinsequential. 
Whether  opportunities  were  pJemifu|-or  scarce 
Hat  irrelevant  To  each  according  10  his  needs- 
thai  was  the  new  eihic  of  liberal  social  police. 

Evr%  when  PBJ1  was  not  proposed,  it 
wat  clear  thai  there  was  want  politt- 
tal  suppon  for  >uch  a  RawNian  version  of  egahur 
lanism  Opiniofi  polls  had  consitienth  recorded 
laige  ma»oritK^  ot  the  public  opputed  to  guaran 
teem*  an  incuiiK-  U'hile  guaianieed  |ol>t  had  mote 
support,  this  h.iv  trndouhiedU  Ijecauie  tlie  public 
v.iw  ihein  a*  a  icmpoiart  assist  to  the  u nei  11  ployed, 
not  as  a  permanent  public-tcrtice  corps  The 
^Kthkii  tersion  of  PBJ1  fiiat  emerged  from  the 
tpecul  House  subcommittee  (.irk  dote  to  embodt- 
iug  ihe  principal  liberal  concerns  abom  die  Carter 
jdrtimittrjtion  t  detign  Vet  it  fouruJ  tu^uallt  no 
cntfiusiatm  cm  Capitol  Hill 

But  the  problem*  of  an  imome  redistribution 
strategy  ao  l>etond  its  predictable  lack  of  politiial 
populani*  Research  ftndingt  catheTed  in  the 
teart  suuc  FtP  wat  prupo*d  tuggest  that  grt ing 
tlte  poor  moiie*  mat  in  fact  render  them  Icm 
likelt  to  l>e4'Tme  self  tuffi&ieni 

Thai  welfare  might  lead  to  dependent \  hat  al 
wa*t  lieen  a  mattei  of  torn  ei  11  to  mh  i.d  polio 
planners  Tlie  feai  that  I,<'ne6n  based  tolels  on 
nerd  would  cautc  iecipient%  in  uo,k  hat  Ions; 
lnvn  die  pniwipal  imtim.ttioii  for  rettriiting  lielp 
ta  tlHwe  1. how  pmort«  stenit  liom  limimttancet 
l>cw>ml  then  con  no!,  tucli  it  age.  ditahihtr,  or  lo%s 
01  a  famrlt  Iweadwinner  in  the  I9M*Y  ;i  (onflifl 
ing  theorsr  had  appeared  the  potsibilitt  that  wei- 
faie  programi  u^ing  requirements  othej  than  neeel 
attualh  encouraged  tlie  poor  to  hi  tliemtelres 
(wliere  pottible)  to  tlie  lequtrementt.  Sonic  eten 
Mitprctetl  that  i»-..  rapid  increase  in  families) 
heacted  lis  motlwri »  wat  tied  to  thr  f*i  th  m  «u<h 
familsettoufd  more  readilt  obtain  ctm<x  to  an  in-  -  g 


BEST  COPY 


413 


406 


crcavmri*  nrncTOw*  welfare  ssuen*  In  troth,  inert 
»**  Mm  any  tobd  cvkkncc  that  families  *p»t  in 
order  w  obtain  welfare  benefe*.  but  the  logic  **a* 
powerful  and  cmomatcd  the  Niuw  admmntra 
tioti  to  think  that  M  extending  aid  to  all  needy 
rwwtbe*  FAF  might  actuali*  prevent  aUI  dream 

iff  pendency- 

At  about  the  unie  time,  the  federal  fOKrnmcm 
began  2  ftrtO  of  experiment*  aimed  at  testing  the 
main  livpa*be*o  that  underlie  a  guaranteed  in 
came.  AH  touch  different  m  knot  particular*  bum 
either  FAF  or  PBJ1.  these  experiment*  fielded 
omJu**  which  tfrongly  mim«i  that  i  national  in 
(o«»e-redHfrilHitK>n  program  ma?  hare  veming  so- 
ay't  coMcqucuccf.  A*  wa*  expected,  income  guar- 
asm**  produced  some  reduction  in  work  effort; 
not  a  Urge  one  u fieri  measured  in  hour*  per  per 
ton  per  w,-ek.  but  large  enough  to  indicate  that  a* 
much  a*  half  lite  *Witkmal  inoue*  spent  on  mkIj  a 
program  might  simpls  replace  income  that  would 
otherwise  ba*c  J*en  coined.  <Tbc*e  finding  came 
from  testt  of  relativcl*  diort  duration,  five  sear*  at 
the  most;*  the  work  tediKiioo  from  a  permanent 
program  might     expected  to  he  larger.) 

Lev*  predrctabl*,  it  turn*  out  that  making  all 
rrccd*  Jam  die*  eligible  for  support  doc*  not  have  a 
con***tentls  saluur*  effect  upon  their  *tabilits. 
To  the  contrarv  at  benefit  level*  apenmimating 
those  i>f  FAP  or  PBJI,  rf*er  prospect  of  assured  in 
come  ma*  increase  the  liKeliliood  that  intact  fami 
tic*  wilt  hreali  up  According  to  the  roost  widcls 
accepted  cvpJanatioo,  the  certainty  of  such  put> 
licls  financed  alimon*  make*  j  person  lev*  depend 
cm  on  hi*  or  hct  spouse,  and  thu*  provide*  the  fin- 
ancial abilit*  to  end  an  umatisfactors  inarri.ige 
In  hindsight  not  a  particulars  surprising  result, 
hut  not  particular!*  Helpful  either  10  tlrose  wlw 
IumI  hoped  that  a  guar antced  income  would  hudd 
happier  home*  and  ♦troawcr  families 

Conservative*  were  not  espccialh  *iarilcd  bv 
these  findings  If  anything,  thes  Here  tomewhat 
•  indicated  1m  this  fresh  proof  of  what  the?  had 
long  wvpeitcd  thai  Riving  rrtone*  to  people 
wlfcther  the*  k  or  not  tend*  to  entourage  them 
«f  nock  k*»  and  also  tend*  to  increase  the  inci- 
dence of  dependence.  But  then,  man*  tonscrv.v 
tite*  have  for  some  time  l*en  »u*pi<iouv  of  tlte  in 
omtc  ttrategt  Mtlwugh  pcrpJevcd  at  rirvt  bv  'he 
.idvtxact  ol  such  jt  Milton  Friedman  and  ftkhard 
\ivcw  thes  soon  followed  die  lead  of  Ronald 
lUauan.  ami  thiough  tarious  admini*tratise  de 
*ice».  souulit  i<>  make  welfare  more  difault  to 
obtain. 

In  contra*!,  most  liberal  rhampiom  of  a  guaran- 
teed income  fM*e  te«ponded  to  tl»e  umctiUm:  c\ 
'  pcrimmul  result*  In  trtrnff  to  dt*<rfdif  tliem 
Faftrrtt  thit.  what  cotiWl  not  I*  disprored  <oukl 
afwa*»  be  nonewaJled.  !e*tilsin«  tast  April  before 
the  Senate  54iU<jmmittee  on  Publk  A**marKe.  the 
Brooi\imrs  ln*titution'«  Hem*  laron.  then'  HCU 
av*««tant  *eirei*r*  for  piannimt  jiuI  evaluation, 
maintained  tlwt  aid  inn  muu  iamtlin  *iuu>J» 


made  tente:  "I  woukl  tumru  that  really  the  box- 
den  of  proof  ought  to  rett  on  thotc  who  denr  that 
Htch  a  patently  *emibk  chamce  in  the  incentise* 
American  fami  lie*  face  .  will  improve,  over  the 
loft*  haul  .  .  the  protpecH  for  famiK  ftabiUlv 
The  Carter  adntinnt ration  tried  to  claim  that  it 
had.  in  (act.  taken  the  hndtnci  into  account.  One 
part  of  PBf!  would  repair  what  another  part 
harmed:  if  a  breadwinner  quit  work  to  live  of 
welfare,  he  would  he  given  a  publk*ervice  job 
ami  bs  virtue  of  again  bcinc  employed,  woukl  be 
let*  likd*  to  lease  hi*  famil*  Perhap*;  but  no  one 
could  know,  not  unlevs  more  experiment*  were  un- 
dertaken. 

In  truth,  the  fundamental  i**ue  wat  one  of  val- 
ue*, not  facts.  If  poverty  could  moft  eafiry  be 
ended  b*  redi*tributin«  mone*.  then  advocate*  of 
a  guaranteed  income  were  prepared  to  tolerate 
tome  increase  in  (1*  number  of  broken  home*  or 
iome  decline  in  the  number  of  I  unit*  worked.  A 
good  man',  other  people  might  well  aurce  Few 
American*  would  allow  thftdren  to  starve  simply 
because  Itelp  m«ght  cau*e  ttreir  parent*  to  behave 
badlv.  Mother*  ought  have  tome  alternative  to 
working  night  and  das  in  order  to  support  their 
<  hi  Wren.  Dr*a*trou*  marriage*  ought  not  he  pre* 
reived  simpls  because  neither  partner  can  afford 
to  lise  alone.  Such  decent  ten ti mem*  umlerptn  a 
welfare  poJicv  that  in  mans  was*  ami  mans  placet 
it  alreads  quite  generou*.  But  the  ptinciple  H 
much  different  from  that  of  tlie  redi*irihuiionr*t». 
Most  American*  do  not  believe  that  need  alone 
dtould  entitle  a  person  to  mone*  The  iau*e  of 
p«nert*  nil!  sli.ipe*  tlte  public's  willingnevt  to  pn> 
lide  income  support  To  each  accotding  to  hi*  de 
Vrts:  this  remain*  «lie  dominant  ethk  of  American 
social  pfdiis.  e*m  where  standard*  of  deserving 
ne**  Iiave  slaikened  Against  it,  the  new  liberal 
"ethic  bated  on  umple  nc*d  could  not  prevail. 

CHA*Tr^ro  h*  the  experience  of  the 
n'nh  CU*ngrev*.  in  earl*  1979  the 
Carter  jtlminivfration  wa*  <le*e loping  a  new 
welfare  reform  proposal  bearing  little  te*crnb- 
fance  to  it*  nr*t  one?  It  i*  now  propping  only  to 
inc  rea*e  welfare  pas  menu  in  the  least  gencrou* 
state*,  provide  a  little  fiscal  relief  to  the  more  gen 
erou*  one*,  ami  e*tabli*h  a  Kakd  <lowrv  seision  of 
rlie  public  <%ci  *  i<  e  fob*  pi  ogram  T  lii*  propoval 
make*  np  ptetenve  of  being  a  gti.nantced  imome 
fur  ever* one.  Vet  it  is  .ipparem  tlut  tlte  admtni*- 
itattou  fias  advanced  this  measure  with  little  en 
tliusiami  ^pofcevmen  cbim  thai  flte  new  hill  in- 
iorporate*  all  the  ''principle*  ol  PBfl  and  act  at 
though  iltes  were  ashamed  at  not  having  been 
ahk  again  to  oner  the  real  thrng.  Tin*  attitude  rt 
unfortunate,  because  the  ob*e**KW  with  a  *uaf**- 
teed  income  will  continue  to  blind  lilicr.it  pofic** 
maker*  10  the  real  nature  of  poverty  ami  to  voun- 
<ler  alte.  name*  for  reducing  it. 

Long-term  siudie*  conducted  tliiefh^ii  the  t'llt' 
vcjtits  ui  Miihi&jn  \wx  vhown  that  the  income* 
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of  the  poor  fluctuate  dramatically  Over  nearlv  a 
decade,  lets  than  2  pet  cent  of  the  people  who* 
i«Q*»f*  ware  niched  remained  impoverished 
conversely,  fwjjy  one^uarier  of  the 
J"**?  T"*  P00*"  **  <**  limc  <*  *w*her  dwriuf 
the  period  In  iW  words  of  otsr  of  ft*  researcher* 
Ijowrr^w  *  $tt»t  dr»l  more  pervastve  and  a  great 
deaf  less  persistent  than  iwm  people  thintf 

The  wnpfkations  of  this  arc  much  in  dispute. 
Oearfy(  having  so  much  of  the  population  00  the 
potent  n  drUvrbirMt  But  except  for 
mat  retail  ver*  small  group  ot  peopk  who  verm 
woman*  indigent,  the  adequacy  of  svelfare  pro- 
gram* ma*  be  lev  important  than  their  accessible 
it*.  If  povem  is  a  temporary  condition  for  most  of 
the  poor,  then  a  pert  from  measure*  which  mrgHt 
prevent  a  lots  of  incooic-the  mow  useful  help  is 
that  s*hten  i» easily  obtained. 

I.Tfc?lj|real  %inu€  °*  prograim  that  base 

eUgibiJity  on  obfcctirc  conditions  bevond  an  inJi- 
Wdoal  ♦  control  is  that  thev  reduce  doubt  about 
«be  cause  of  need  \  person  is  either  eldbrlv  or 
not;  disabled  or  not;  a  parent  ox  not;  roamed 
or  nof  Tint  can  usually  he  readdv  »Kcrt amcsi  In 
contrast,  programs  that  base  debility  on  need 
atone*  present  what  insurers  (all  4  'moral  hatard": 
H  an  individual  ncedv  because  he  wants  to  be  or 
because  be  Jits  no  alternative?  Since  that  it  often 
hard  to  tell  complex  rest*  are  employed  Indeed. 
hi  states  whose  benefits  are  now  to  generous  that 
the?  rhk   moral  hajard"  (at.  for  example,  when 
a  person  might  quit  work  to  live  on  an  equivalent 
or  even  hie  her  income  from  welfare),  obtaining 
aid  Itat  become  more  difficult:  New  Yvrk.  which 
providet  some  of  the  highest  levels  of  aid  in  the 
land,  h  now  also  among  the  leader*  in  rejecting 
applications  for  it,  even  though  some  number  ot 
the*  mar        hate  been  valid  Much  the  same 
^"■"ioa  would  hjlvt  arisen  if  F\P  or  PBfl  had 
patted.  Ironicalis.  in  seeking  to  give  moncs  to  the 
poor  solely  according  to  need,  a  guaranteed  in 
come  can  be  less  effective  in  meeting  their  rea/ 
need  for  temporary  tupporc 

Coytemfojukv  liberalism  Itat  not  been 
inclined  to  rethink  it*  views  ort  these 
matters  in  large  .pleasure  because  of  the  difficulty 


of  working  up  much  enthusiasm  for  alternative  so* 
litfsons  to  the  welfare  problem  "  Sensible  (Sough 
User  nut  be.  they  are  neither  simple  nor  electrify 
,n#  do  not  send  themselves  to  comprehett*, 

♦ive  programs.  Co  emotional  crusades,  or  to  ready 
translation  into  specific  legislation.  Moreover,  they 
♦tart  from  several  premises  that  are  unsettling  to 
manv  liberals. 

The  first  is  that  the  United  States  alreadt  has  a 
fairls  tomptehemive  arras  of  programs,  uneven 
and  complex  though  the*  mat  be.  through  which 
practical!*  no  one  who  is  unable  to  provide  for 
himself  goes  unfed,  unclothed,  unhoused,  or  un- 
cared  for  when  ill  To  be  sure,  gaps  remain,  but 
these  can  acnerallt  he  filled  by  reforming  existing 
welfare  and  social-insurance  program*  instead  of 
replacing  them. 

*  The  second  is  that  the  poor  are  not  helped  by 
encouraging  dependencs  A bk  bodied  persons 
should  ordinarily  he  expected  to  support  tl»en> 
selves,  .uid  joining  themto  do  so  is  likely  to  be 
sounder  for  them  and  the  society  than  providing 
them  with  money  instead.  National  policy  should 
also  do  what  it  can  to  promote  family  stability 
The  single  parent,  female-lieaded  family  remains 
most  vulnerable  to  poverty. 

Finall*,  perhaps  more  than  the  middle  class  and 
the  wealthy,,  (he  poor  depend  upon  stable  com- 
munities in  order  to  have  a  chance  of  prospering 
and  advancing  Some  clement*  that  make  for  such 
stabihts-religious  or  kinship  ties,  for  example- 
may  well  he  outside  the  scope  of  government  nv 
ftuenre  But  otl»er  H*<i*ii<nes-safcU.  adequate  pub 
ltt-hea|tJi  services  decent  schools  accessible  jobs, 
and  (orolJarv  *xi.d  ^Ues-ate  not  and  these 
mav  in  fact  !>e  mote  important  for  vxial  policy 
than  focusing  onls  on  the  income*  of  indi- 
viduals, 

Tut  income  strategy  was  a  useful  fefeUn  its  day 
Although  not  set  adequately  developed  in  every 
corner  of  the  nation  and  perlups  too  well  devel- 
oped in  others,  it  is  prohabf*  nearing  i(f  pracfkal 
limits  as  federal  social  polks  M  bcu,  continurng 
to  trek  a  national  minimum  income  is  an  made* 
quate  objective  At  worst,  it  may  be  an  inappro- 
priate one, 
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THE  GUARANTEED  INCOME :  WHAT  AND  WHY 

(Segfct;  Boeert  Tfcsoeaia.  Paper  prepared  tec  t%t  Nstioeil  9?ivpoeissi  ou  {tsar* 
r  at  CMMRf  ef  tfte  Cette*  feats*  December  fK  it*: 


S5!t      Cfc>-,hn  4 

I  XUnL~-Appeadhc  MM.  > 


In  the  latter  half  of  the  ninetee*  fifties,  when  I  spent  much  of  my 
time  working  on  mmsgniumt  proMninr  sitidas  on  oosineas  planning 
screwed  that  in  anv  firm,  company  or  corporation  failure  was  inew 
table  if  the  area  of  business  wers  too  narrowly  defined*  It  was  stated, 
again  and  again,  that  if  only  the  buggy-whip  manufacturer  had 
realised  that  be  w*s  m  the  transportatknbwaeaftt  he  night  wall  have 
survived  the  transition  from  the  horse  and  buggy  to  the  automobile. 

By  the  mid-sixties  the  burin—  world  hat  bean  largely  reorganised— 
in  accordance  with  this  understanding.  More  and  mora  Anna,  com- 
panies and  corporations  hare  recognised  that  they  can  only  survive  in 
the  present  environment  if  they  define  their  activities  in  an  open-ended 
way  eo  that  growth  and  change  are  possible.  Many  descriptions  of 
goals  hare  now  become  extremely  broad  and  mayf  indeed,  be  no  more 
specific  than  "cocnmimication*1  or  ^Hranaportation.^  In  soms  cases  the 
merger  pattern  of  cwporationabao  wide  that  on©  fcek  that  the  appro- 
priate description  of  goals  is  *any  activity  which  produces  goodsend 
services  which  can  be  sold  at  a  profit— even  if  only  a  long-run  profit 

This  recognition  of  the  need  for  reexamination  of  goals  wtihm  firms, 
companies  and  corporations  is  one  of  the  facton  which  has  led  a  grow- 
ing number  of  social  scientists  to  *sk  whether  the  same  type  of  ansJvsis 
should  not  be  applied  to  the  goals  of  the  socioeconomic  fy*«&-  More 
and  more  effort  U  therefore  being  devoted  to  a  dtscusston  of  whether 
the  presently  defined  goal*  of  the  socuhtconomy  are  such  that  failure 
J*  inevitable:  whether  tee  hare,  in  effect,  a  "buggy hip"  description 
of  cur  toeio-eamomic  qcmU.  One  of  the  crucial  areas  within  this  gen- 
eral debate  is  the  feasibility  and  desirability  of  endeavoring  to  main- 
tain full  employment;  there  has  consequently  been  increasing  discus- 
sion about  possible  alternative  ways  of  distributing  income.  Much  of 
the  examination  of  possible  new  directum  has  been  concentrated 
around  what  I  have  called  "Baaic  Economic  Security  and  what  is  now 
more  generally  known  as  a  "Guaranteed  Income. 

\  mot  Hisroar  or  th*  qvauasttx^  ixcome  <  osczrr 

Those  proposing  the  idea  of  a  guaranteed  income  &nf*5tating  that 
each  individual,  or  family,  should  receive  a  set  level  of  *««^  *n 
absolute  right.  However  before  entering  into  the  heart  of  CI*  debate 
around  this  issue  it  would  be  useful  to  set  out  with  great  brevity  the 
events  which  have  brought  the  idea  of  the  guaranteed  income  to  the 


Reproduce**  tromt       U.S.  Congress,    fipuae.    Resolved:  thnt 
Che  federal  govermsent  should  guarantee  a  «inisw»  annual 
cash  income  to  nil  c it isens.    Bouse  document  no,  90-172, 
90Ch  Congress,  1st  session.    Washington,  0.8.  Govt.  Frint. 
Off.,  1967-    p.  163-176. 
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PjtaMHww  a  netting  of  the  National  Chamber  of  Comment  on  this 

appeal*  ippmprtolc 
jjf »«*wyyt^JIity«i»h  two  lines  of  thought.  The  first  line 

S^J^-^!!^1S!^!^*tJ.t.0^>u,,  1»»»»"«b*  «'  »h«  l«*  nine- 
•earn*  century,  tn  1888,  Edward  Bellamy  wrote  looking  Backmnf 
wteA«MKWMdl  tlM materially  abundant  world  of  the  year  &  W>  from 
™  ISJylfL*  "S*^  Wltn J°*  perwptiooi  of  the  vear  1887.  One  of 
. JSV  ir*1*  of  tho  JnoteD8  WM  th*f        individual  would  be 
eabUadto^uewtenajwe.''  (We  will  tee  later  in  this  paper  that  it  is 
nay  probable  that  Bellamys  choice  of  methodology,  which  allowed 
Wm  to  »ee  the  peat  as  prologue  to  the  future  rather  than  seeing  the 
future  «s  determined  by  the  past,  waa  critical  in  hi*  ability  to  per 
— aeam  the  poawbittfr  of  and  aacmake  for  fundamental  rtawaa  rnnftr 
«ooo-«conomy.)  While  Bellamy's  book  had  major  impact  throughout 
tne  remainder  of  the  nineteenth  century,  it  was  largely  downgraded 
m  America  m  the  first  half  of  the  twentieth  and  only  brief  mentions 
ot  tne  concept  by  such  writers  as  Erich  Fronun  and:  Clarence  Avres 
ensured  continuity  for  the  idea.  By  1900,  it  was  clear  tliat  the  abundant 
•eooomy  was  elready  emerging  and  I  wrote  in  The  Challenge  of 
Abundance  (published  1*H)  ^The  society  of  abundance  coulS  at 
<WK^pfOTMe  independent  means,  which  would  allow  each  individual 
tv  obtain ;  minimum  amounts  of  clothing,  food  and  shelter." 
/The  other  line  of  thought  can  be  traced  back  at  least  to  1946  when 
^yyi*  0*«g»er  wrote  in  the  American  Economic  Review  that  the  most 
uymentway  to  maintain  the  bask  purchasing  power  of  sll  members 
^*!t*-  Z?1  ,  •    °  *****  »  minimum  income  floor  through  the 
use  of  U*  federal  income  tax  mechanism.  -There  is  a  great  attract ive- 
?—  m  to*  P^posa'  'bAt.^e  extend  the  personal  income  tax  to  the 
*****  income  brackets  with  negative  rates  in  these  brackets."  This 
™ww,n  *»       negative  income  tax  was  further 
v    vSSSL^  MlHo0  *"*dman  in  bis  19&2  book  CapitaUw  and  Fret- 
*am:        *rrang«ment  that  recommends  itself  on  purely  mechanical 
£S*  income  tax  •  *  *.  The  precise  floor  set  would 

HK5_  q?  ,w     "*  community  could  afford. 
.       "~T**tB«*  a*  tb»  amngement  are  clear  It  is  directed  clearly 
J^^P^E?  °*  P?*"*;  X5        WP     'be  form  most  useful  to 
tba  individual,  namely,  cash.  It  is  general  and  could  be  substituted  for 
ttjbojt  of  special  measures  now  in  effect  It  makes  explicit  f  lie  cost 

.u&i^JJK*  P0™*1  f  «*  Me*  e*4  Fret  Mari-tts  which  ex 
Kf52  £?  0f  fh*»  lb*-- On  the  oneahand,  my  justification 

fty  the  guaranteed  income  went  back  to  the  philosophy  of  Thomas 

■SZyLlSS/gyfr miu\  ^  n<*  **  fw  unless  he  conld 
•■PPOrtlumealf  from  his  own  land.  Given  the  fact  that  land  is  not  now 

t^^l!^ ••"iS"      <"»>  he  free  if  he  has  a  right  to  the  produc 
jgg  ^h'ne  systems.  On  the  other  hand,  I  argued  that  the  present 
moaaic  ot  welfare  measures  waa  an  extraordinarily  inefficient  way  of 
awiuif  tite  implied  American  commitment  to  ensure  that  minimum 

gg^yg?!*1? mr*,lm**e '<*«'.'  «nd  that  it  woidd  be  more efficient  to 
um»e negative  income  tax  technique. 

Jmt£^fSTLtL*  ff^f*?^  inam*  8t,raf,IHl  nationwide  stten- 
mm)  wnen  the  report  of  the  Ad-Hoc  Committor  on  the  Triple  Heroin- 
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tkm,  of  which  I      a  W™*  ■ ^  It^rf„,2Sf 

MM«t  OuxMgboot  dwt  Prewdontial  year  btcawe  Prof«»r  Pwd- 
wt  **e  du5«oi»owc  adneer  to Senator  GoMwator  in  h  u  bid  tor 
the  Ptnokhmcy :  indeed  mn  report,  of  the  period  a r*ued  th«t^*u 
meats  of  the  Ad-Hoe  Commfciee  abewld  Mi  bnneen  as  extreme  because 
tti>wwae*w>oewp|wrtedbyProle»»orFried^ 

SiMeott  far  the  guaranteed  income  contm  *ed  to  derelop  darmg 
IMC nStotfehl  Washington  mtemt  only  became  apparent  in  WW 
when  the  Presideot'e  Council  of  Economic  Advisers,  the  Office  of  fcco- 
oomic  OpportwutT,  the  White  Hebee  Conference  on  Civil  Bights,  and 
the  Natiene!  Commission  on  Technology,  Automation  and  Economic 


Program  all  sngfested  further  otod/of  the  concept  Ae  a  result  of 
thU  interest,  thaSnplieatMWof  the  ptaCTotoed  income  fre™*  being 


intensify  studied  in  various  goyrmment  defmrtwnta  TTie  guar- 
snfced  iacm  has  also  achieved  one  of  the  statiiMymMs  of  the 
ptceettt  world:  a  special  poMicattoir  devoted  to  this  subject  is jnib* 
fished  by  the  School  of  Social  Work  mt  Chicago  University  and  should 
bo  subecribcd  to  by  anybody  with  even  peripheral  interest  in  toe 
subject. 

The  guaranteed  income  can  therefore  be  seen  either  as  a  method  of 
implementing  a  fundamental  phiteeophic  principle  or  as  *  w,iy  of 
eliminating  ooo  of  the  arena  of  meffloency  in  the  culture :  that  of  pay* 
meotato  time  with  inadequate  fund*  There  are  a  number  of  people 
who  deny  the  validity  of  both  of  these  coals  and  these  views  will  be 
isimiwntod  in  this  meeting.  But  this  denial  implies  that  the  clock 
should  be  put  back  to  a  period  which  is  no  longer  acceptable  to  any 
major  part  of  the  American  nation.  Already,  in  effect,  there  is  ge;ierai 
irmnnt  that  some  people  neither  can,  nor  should,  earn  their  Imng 
and  will  thefefom  be  poor,  and  that  such  people  should  be  er  it  led  to 
support  from  the  government  .  . 

The  relevant  onset  ionT  therefore  ceases  to  be  whether  there  is  a  nora 
to  provide  fuwlV  Vo  those  who  do  not  receive  enough  money  either 
through  work  or  the  ownership  of  capital.  Rather  it  become*  essential 
to  rami!*  the  methods  which  are  pwatntly  being  tued  to  provide 
funds  in  oeder  to  determine  whether  they  effectively  cany  out  the 
taak  which  the  society  decree  to  accomplish  and  to  examine  whether 
them  art  say  pmesii  or  foreeseaMe  changes  in  conditions  which  make 
it  nwintial  to  ch*aM  the  goals  of  present  programs. 

This  attempt  to  *de&»  appropriate u****  and  ends  tor  paying 
mtmey  to  thoee  who  cannot  earn  enough  for  themselves  lies  at  the 
he»ft  of  the  guaranteed  income  debate.  Yet  despite  the  g™n"R  V<M; 
ume  of  studies  there  is  widespread  confusion  about  the  reasoning 
which  lice  behind  the  proposal  and  many  of  the  studies  presently  being 
published  Uneaten  to  perpetuate,  and  even  deepen,  the  present  cause* 
of  miiriri  if TntriH**';g  . .« 

It  would  seem  that  much  of  the  confusion  results  from  the  rapidly 
chanting  reaction*  to  the  idea  of  the  guaranteed  income  since  it  first 
becueean  mm  at  the  time  of  the  publication  of  Free  Men  and  r  ree 
Mmkm.  I  deueribed  this  evntatio*  ifllate  Itttftin  the  flowing  way: 
"The  bulk  of  ttm  criticism  in  early  1063  evaluated  Free  Men  and  P  ree 
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Dealer  phoLi^^L^£rij,1  "^"l  tT*t?f,"re,nr  «' 
JVpfe  *efX£*TJ3  l9**'  fw,low,,lff  t,M>  publication  of  The 

thltti    T^Tl ,      th#  «»*»S"Mrt  moc  at  ion  of  mv  name  with 

a^^ifc£TO"tt       book  w«  ratl,er  gvSlv  evau- 

nature  refln?m*nt$,  txttndtd  education,  retraining  proanam*  »r 
r^LT^J-KT  y™*"*8  »  w,"ing  to  poas  legishuion  protect i rut  the 

fS3    J  ?rWn*Hy  designed  to  kip  the  poor  have  become 

me  hods  of  «ibs,d«ing  the  richTfhere  is  an<iher  aWof 

rt£lN^"£?V*  ^ternuned  on  flu  b**i*  of  objects  rr/tJZ 

z  t^t^t::^,       * ***** 

tnH^J!^OKntiu  V*  th<',nr*,.i  to  Provide  flwiranttej  direct  payment* 

ZS^yj  Ji?  Pr°P°nfnt*«'  »  ttmranfead  income.  Their  motf 
vationa  for  ^ine  such  »  scheme  may,  however,  l*e  very  different 

M  trF^M       l*  "J*™*'!*  'he  approach  ?f  ProfSor 
nlS  JZf™    W^my  °"n-  p™fe*»f  FrieXan  sees  the  fimdn 
mantal  economic  problem  „  resulting;  from  increasing  go»ernn»ent 

Ulsfurbin*  for  lie  believe*  that  the  economic  system  can  ,m\v  l»e  ex' 
™«Zl!D^  ^"."C  **  »*  doe.  that  much  of  the  increase  in 

ibZETt1*  Wt,the, "^rs  of » .modern  *ta<c  to  allow  any  *ro„p  of 
citizens  fo.stanre,  Prof«*or  Friedman  beliete*  that  we  ^outTBS 
measuro  which  would  ensure  a  minimum  income  for  aH  and  thS 
??  ""^ ™"  °f  *'v"™*»<  intenen  i«  1„  tfi 

ShSh?hS  f^n't1"  h'*     V,mt  f '"^  not  lie  set 
so  Hi<fh  that  it  would  detract  from  tj»e  iiuvntive  to  work-while  he  has 
not,  to  my  knowlwl^,  pn,.^!  „  pr«  j^  le,  ,1  for  tft  ants  hi 3 Till J™ 
t  ions  have  often  been  coiKhed  in  terms  „f  an  mmme  floor  of  $1.*KI  for 
^KSlal  Pr»fe^,r  ToWn  has  led  ufSSSi 
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Pi* ft— or  Friedman  hope*  that  once  such  an  allowance  is  av  ailable, 
society  would  not  only  cease  to  demand  the  introduction  of  further 
measure*  of  government  intervention  but  would  acquiesce  in  the  dis- 
maitfUfw  of  the  vast  majority  of  the  measures  already  in  existence 
which  were  passed  to  help  those  lew  able  to  belo  themselves.  He  an- 
tkipatee  that  aa  government  measure*  are  rescinded,  and  what  he  see* 
as  &  barriers  to  "seW-hettr  an  removed,  the  county  would  benefit 
from  an  access  of  the  drives  which  made  the  nineteenth  century  so  suc- 
cessful The  proposal  of  Professor  Friedman  can  tlierefore  I*  «*- 
i4ained  by  his  belief  that  we  should  recreate  the  conditions  in  which 
the  individual  can  strive  to  maximise  his  economic  satisfaction  with 
the  grates*  degree  of  freedom  and  the  minimum  outside  intervention- 

While  I  agree  with  Professor  Friedman  that  one  of  the  main  threat* 
to  the  survival  of  freedom  is  the  rapidly  groxcinq  intervention  of  gov- 
ernment bureaucrat'**  in  individual  lire*,  my  object  m  providing  the 
individual  with  a  guaranteed  income  is  not  to  more  back  to  un- 
restricted economic  competition  but  rather  to  more  foncard  tnto  a 
new  social  order.  In  my  i  iew,  tlierrfore,  the  guaranteed  income  must 
provide  a  standard  of  living  adequate  for  decency believe  that  we 
should  start  with  a  minimum  income  of  $3,400  for  a  fnmily  of  four  and 
provide  for  an  annual  increase.  .  .  , , 

I  also  argue  that  while  a  work -incentive  festun*  is  probably  iteces 
sary  toensttre  passage  of  rlie  legislat  wn«  the  size  of  the  premium  should 
be  kept  to  a  minimum.  (The  Appendix  ro  this i  paper  sets  out  my 
original  proposal  as  contained  in  b  tec  Men  and  A  ree  Markets  as  well 
as  the  modifications  I  have  made  since  its  publication. ) 

THE  SCir,J«TWT**  ANALYSIS 

The  most  immediate  reason  for  my  differing  approach  is  my  con 
tinuinjr  disagreement  with  tlie  prevailing  consensus  among*  onoinists 
about  the  impart  of  cybernation-  machine  systems  combined  with 
ixmiputers-oiillie  level  of  Unemployability,  It  isstill  genernllvrtrgue<j 
that .the  ttevelopmeiit  of  cybernation  does  not  imply  a  fundamental 
break  with  the  past:  this  situation  continues  to  I*  the  case  although 
the  National  Commission  on  Technology,  Automation  and  fccmomic 
Progress,  set  up  to  examine  this  precise  issue,  fulled  to  provide  any 
answer:  *It  is  beyond  our  knowledge  to  know  wltether  tlie  computer, 
nuclear  power  and  molecular  biology  are  quantitatively  or  qualita- 
tively mow  ^revolutionary'  than  tlie  telephone,  electric  \nmer  and 

tmMan^scSntist»,  however,  see  tlie  present  Mtuatioii  m  *ery  different 
terras.  It  is  increasingly  agreed  that  mankind  w  now  living  through 
ji  period  of  fantastically  accelerated  growth:  this  means  fhUt  most  . 
major  trends  when  graplied,  rise  almost  vertically  «wl  arc  thiftat  / 
exponential  in  nature.  Dennis  Gabor,  Professor  :it  the  Im|*nal<  ollege  ' 
of  Science  and  Technology  in  London,  has  pointed  mif  tlie  funda- 
mental instability  of  this  situation:  "exponential  curves  grow  to  infinity 
only  in  mathematics.  In  tlie  physical  world  jhey  either  turn  around 
and  saturate,  or  they  break  down  rutasfrnphieally.  If  is  our  duty  as 
thinking  men  to  do  our  best  toward  a  gentle  saturation,  m»tead  of  sus 
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tatning  the  exponent i*l  growth,  though  this  face s  us  with  verv  un- 
familiar and  dngaateful  problems," 

Irving  Kaplan,  a  computer  scientist,  hit**  e*pauded  on  this  insight ; 

Thm  dm  atterajtJre,  If  tbe  exj**»etitJai  tread  remain*  *uble.  ii  that  the  rate 
fL^^F9?  111  techinld|fk*J  world  *tf  I  be  tnmr  future  i«  J»-%<*nI  tbe  cmnp*^ 
mwo«  of  miods  ntUIHof  the  cuo tempore  17  frame  <>f  referent.  I'mfer  this 
•Itenwtire  we  wvwid  not  be  far  fro*  tbe  crtttb  if  we  predicted  that  (hr  nrxi 
i^^Z^tmn  ****  ***  *»r  WW  rerfa&ofcvlrmi  prnareM  (ban  bid  the  invvlmm 
2M$JB9$fmt3  •  •  • 

The  •ecvod  Alternative  •  •  •  w^hiW  be  •  •  •  a  deceleration  <»f  jeramral  pn*. 
rem  Sorb  ft  decline  ctmkl  be  dor  either  to  the  e*hnutloo  of  tectuiolojfcil 
Prteatial  or  to  tbe  attaiasaetit  of  each  a  bl*fa  level  of  t*rb»olo*y  that  tbe  culture 
wwd  be  saturated  with  the  trrbaoioarsl  product  and  society  *o«Jd  *hift  If* 
value*  •  • 

Ike  UUttt  aUenuUve  would  be  for  the  iiirre  to  end  «»r  to  fill  preclplfouwlr. 
TO  cwM4  only  indicate  a  cata*froplric  event  such  a»  a  disease  epidemic  of 
tretpeodomt  peopprtkm*,  a  destructive  astronomical  emit,  or  a  *ar  »f  vifficient 
obstructive  force  to  destroy  tbe  nation'*  or  the  world's  Industry  ami  technology 

our  e*poae»tlal  curve  alk>ir*  only  for  the  three  alternative*  which  ne  have  din 
IlSfJtfff^  Clr  removed  from  contemporary  experience  a«  t»>  present  tbe 

iadJrldwal  with  a  problem  of  credibility.  What*  rcr  <Hrect ton  piv*refta  tike*  fn«u 
thlipotBtoawUlbeadraiaaticooe 

It  appears  justified  to  exclude  the  third  possibility  for  the  purpose* 
of  this  discussion-  -although  we  should  certainly  plan  our  activities  in 
aw*  a  way  15  to  minimize  the  possibility  of cat  atrophic  events.  Either 
of  the  other  two  alternative*  ensure  that  there  will  I*  profound  con 
«q«encea  for  the  types  of  work  which  nun  will  need  to  perform.  This 
is  self-evident  in  the  case  of  a  continuation  of  the  present  curve  but 
we  should  recognize  that  this  will  also  be  true  even  if  a  deceleration 
of  the  rate  of  teelunrfoapcat  projrre**  takes  placer  the  <legree  of  mriditv 
in  the  socioeconomic  dynamic  is  such  that  shifts  would  continue  at  a  - 
high  rate  even  if  the  scale  of  social  priorities  were  to  change  sharply 

An  increasing  range  of  authorities  a  pre  that  fundamental  change* 
in  work  patterns  will  take  place  asiwl  that  these  will  make  if  possible  for 
cybernated  machine  system*  to  take  over  all'struct  uml  task*— that  is 
all  the  tasks  for  which  the  decision  making  rules  can  lie  net  out  in  ad 
ranee,  Kven  <  harles  Silherm.  nf  one  of  (tie  most  resolute  <Jenigrator* 
of  the  significance  of  cybemat.mi  stated  in  his  last  book  The  filth*  of 
.Ivtematton:  "Sooner  or  later,  of  course,  we  shall  have  the  technical 
capacity  to  substitute  machines  for  ineti  in  m<*t  of  the  functions  men 
now  perform," 

What  are  the  implication*  of  this  ajrreenient  011  tlie  technical  sig~ 
urftcance  of  cybernation  for  the  short-  and  long-run  i  It  is  at  this  point 
that  mv  analysis  parts  company  with  that  of  most  academic  econo 
mists  although  I  hud  myself  <jo»te  to  many  business  economists 
in  my  analysis  of  the  short-run  consequence-..  The  next  sections  of  this 
paper  will  discuss  these  implications. 

*Ho*T'*t  x  <4>s*nt%  r.x<  r+  i*y  t  ytsr.ks  \rut\ 

The  October \9M  issue  of  Fortune  Magazine  '  :irried  the  following 
statement:  "The  enduring  le*soii  of  the  past  dozen  years  is  simple 
enough.  The  Tinted  States  cannot  have  ii  both  wavs.  So  far  is  human 
wisdom  can  now  see.  tlie  nation  can  have  verv  full  employment  only 
at  the  expense  of  monetary  instability,  and  it  can  onlv  have  n  isonabfe 
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monetary  stability  at  the  expense  of  tow*  ui>empk>yB»nt.r  liSkU 
tbiU&  *******  bm  eoaeXSereMe  ^attMltiough  it  w  cWy  thrt 

without  inflation  would  dearly  be  low  than  it  »'^  P^f>*  »^ 
howovor,  bo  made  in  term*  of  actual  cooditions-not  conditions  as  one 

"^TltMhSore,  that  in  todays  world  there  must  be  a  tradeoff 
between  levels of  enonploymettt  and  inflation:  thus  it  »  necwwry  to 
judge  whether  unemployment  or  inflation  work*  mot*  hardship  on 
IndtVidoaia  and  dee*  more  dams*  to  society.  There 
the  present  time,  an  elective,  if  ggafagt,  consensus,  that  the  dtfad- 
vaatagea  in  nS  of  wflafaon  caused  By  pnahtng  the  uwmnliiyiiient 
rata  below  4  percent  b  greater  than  the  beneflta  accruing  to  those  who 
find  employ Tpent  through  the  availability  of  wore  job*. 

Thai acceptance  of  a  4-perceot  rate  of  unemployment  effectively 
deitroya  tha  val  idity  of  the  argument  which  the  Administration  and 
the  National  CowmWo  on  Techiwlogy,  Automation  and  i^onomic 
Pragma  have  used  in  recent  year*  to  deny  the  seriousness  of  the  chal- 
lenges canaed  by  cybernation.  They  baveclatmed  that  the >  labor  market 
iMUuUwaya  operated  in  such  a  way  M  to  draw  in  the  moat  hwhly  etalled 
rmployeea  Ant  and  to  only  find  jobs  for  the  marginal i  w  orker  in  timee 
of  high  demand.  It  haa  therefore  been  argued  that  if  demand  can  be 
raiaad  high  enough,  the  problem  of  unemployment  would  ease  to 
exist  just  aa  it  haa  m  prer  mot  boom  perioda. 

There  would  be  few  who  would  deny  that  at  the  present  time  it  would 
be  possible  to  employ  almoat  everybody  if  demand  were  raised  to  an 
adequate  level.  The  challenge  to  the  Administration  s  policy  haa  not 
therefore  been  couched  in  these  terms  but  rather  in  terms  of  whether 
the  Administration  would,  in  fact,  prove  willing  to  incur  the  infta 
tkmary  coete  inevitable  if  unemployment  wane  reduced  to  really  tow 
terete. Ptofeamr  Charles  KillSngawortli  of  Michigan  State  University 
has  long  argued  that  increasing  inflation  would  stop  the  Administra- 
tion's policy  of  increasing  demand  long  before  full  employment  wa* 
reached :  it  would  appear  that  the  events  of  the  past  year  have  full) 
borne  him  out. 

If  this  is  the  case,  one  meat  reconsider  whether  Fortune  was  ac- 
curate when  it  argued  that  it  is  "very  full  employment"  which  brings 
on  inflation  in  present  circumstances.  For  while  it  is  true  that  the 
unemployaaefit  rate*  of  those  with  good  education  and  extensive  skills 
•re  presently  at  an  irreducible  minimum,  the  rates  for  the  unskilled 
and  the  uitderpririleged  are  still  very  high.  It  is  easiest  to  see  the 
seriousness  of  the  problem  by  examining  the  problem  of  noft-W  lute 
employment  for  a  disproportionate  percentage  of  the  undereducated 
are  non-White.  In  recent  months  the  relationship  between  the  un 
employment  Yates  for  Whites  and  non-Whites  has  worsened  sub- 
stantially: the  rate  for  non-Whites  is  around  H  (wroeiit.  I  nemploy- 
ment  for  Negro  teenagers  is  as  much  as  six  or  seven  time*  Hie  nations 
average  and  almost  three  times  (he  White  leenage  rate,  A  specisl 
survoy  in  "poverty  tracts"  of  about  100  cities  with  a  total  population 
of  IS  million  showed  that  the  unemployment  mfc  for  >e*roes  was 
0.4  percent,  for  male  Negro  teenagers  was  31  percent  »nd  for  female 
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Ihgotmrngm »m 44  percent.  In  edditjon,  itojooo men  in  the  prim* 

m^SfJUH  TT°^r  w°fk«nf.nw  fof  »°rk.  Another 

^*n'*y  *  *****  «*•  °(»'0»  Anjelei  showed  that  nwdien 
tuaily  mo*m  i*  Sooth  Lot  An*det  hu  been  declining  durin*  the 
JJJJjy"  P**«»P*U  income  in  the  rat  of  the  country  has  grown 

th— Ketietice,  the  mmI  comment  of  the  businem 
f?  _u    ^*fpe«Uty  Made  worker*:  that  he  would  employ  any 
■y*L  *S°         »«•  a***  Th*,  however,  if  the  pm  isc  proWrn  for 
j        ***  whunm  enrf  the  ckaractertttki  of  ertr-hrger 

tnthl*^^        '  f  J*g*g>*y  y  *»y  socmUjt  ^creptaNe  rage. 

J?y  g?£y*^c'£P  *  nwfofr  "TOfeiTOiaage  that  a  ^ub- 

itAt^OMM^of  woriM  will  claim  that  they  have* looked  for  job* 
gggjy^  •»  claiming  that  there  is  a  desperat e  *horta«  of 
(I  KMtadd,  bow**er,  that  some  of  the  criteria  piwently 

mb^ Jt7  ^5li,l25?Wi^^cl1  M  *nJ  grmt  r*0^  b**ng  sufficient 
frautfb  for  refusing  raploymem  -easur*  that  man}  potentially  good 
workers  m»  tumble  to  secure  employment.  Let  me  remind  yon  that  in 
manyitatss  an  arrest  mwd  does  not  necessarily  mean  that  tlie  indi 
▼idnal  was  convicted  and  that  it  is  a  remarkable  and  lucky  child  who 
<*n  grow  tsp  ui  the  ghetto  without  being  ajTMsd  at  tea*  once, 

*******  ™l  •  wy  severe  problem  of  ttnmployaJbiJity  is 
menmg.  Certain  types  of  workers  have  in*u£c«ru  capabilities,  given 
the  education  they  have  received,  to  be  worth  employing  at  the  socially 
teemined  wage  rate.  Nor  does  there  seem  to  be  any  realistic  possi< 
""ft  a£  tJ^m*  P"!™1  °J  magnitude  to  change  signifi- 

cantly  thus  fttltatjofL  It  is  $tftt  fwjlcirntly  recognized,  however: that 
th*  pfVOkm  of  jailmate  unemployabititu  i*  not  confined  to  th*  6*V- 
*F  -*?r™£'  Watt  8trt*t  Jwnal  has  *tated  that  even  during 
the  present  boom  a  substantial  number  of  middle  management  per 
ftmnct  are  finding  it  impossible  to  keep  up  with  f  lie  new  knowledge 
required  for  effective  administration.  The  lead  sentence  of  the  Article 
set  the  tone:  "Today's  fast  changing  condition*  are  ^pawning  a  new 
bread  of  esenitire— the  obsolete  executive,"  In  Particular,  companies 
that  rely  ever  mors  heavily  on  computers  find  it  necessary  to  give 
w^onsmility  to  younger  people  who  have  an  understanding  of  com- 
{mt^managesneM,  thus  limiting  the  pix>*j*cts  of  older  people  whn 
wonJd  nomally  have  continued  to  move  up  the  management  huMer.  A 
recent  survey  of  tlie  American  Foundation  on  Automation  uud  Km- 
ptyment  indicated  that  the  problem  could  lie  expected  to  deepen,  and 

Tt  is  obvious  that  as  the  number  of  unemployable*  continue*  to 
increase,  the  Mmntags  of  unemployable*  «t  any  given  level  of  mi 
employment  will  rise  and  that  of  employables  %vifi  <k-<  line.  This  ^hift 
ing  mut  betwsmthe  employable  and  tlie  unemployable  *  ill,  of  <-oiir«r. 
pwgreater  prmure  on  wages  sg  employers  druggie  to  attmH.  U\ 
ni*^.wn0*  tl*m  Cip****  of  doing  the  irquired  work.  The  <on*'f 
fwent  mten*  fixation  of in  fat  io  tuny  prr**urr*  trill  fons  the  <?<*rrui' 
*****  f**f*  **&*^tr*atrr  centra!  control  orer  the  n/wntfton  of  the 
#rww^f^*ff  */  P9***         wv/je  tontnJi  would  *eem  ftl~  ' 

nwrt  mevifmt,  (The  present  diiwtion  of  e\eut»  in  the  Cmu-d  King- 
dom  is  sandy  Mgnificant  in  this  conne^fc^,) 
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Ther*  ia,  m  my  opinion,  no  way  to  avoid  thk  trend  unfae  we  are 
wilting  fundamentally  to  neat  roet  are  the  operation  ot  the  pnearot 
•totoeeonomic  tyattae.  The  viability  of  the  present  American  socio- 
ecoMMBk  ajaflam  m  baaed  on  a  my  ample  premier;  it  ia  aaronied  that 
it  it  poeaMe  far  the  orerwhehntng  proportion  of  those  seeking  jobs  to 
fad  them  and  that  the  income*  received  from  theae  iota  will  be  ade- 
quate to  allow  the  individual  to  lira  b  dignity.  So  long  aa  this  ijs- 
tem  coetianee,  it  ta  lamitiit  that  antmployment  ntee  be  kept  down 
to  a  minimum.  It  is  only  therefore  if  we  become  willing  to  *<v*pt  that 
a  man  if  entitled  to  a  detent  incoeae  ere*  if  he  doe*  not  hold  a  job 
that  wa  can  break  ont  of  the  piaaant  trend  to  ever  greater  government 


<^6*^ver  tn  miBOKta  I  tiwd  tvwwatu  mm  ewiuewnomfe  direc 
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Ciop  it  will  bo  nicoaaary  to  introduce  act  only  the  guaranteed  income  to 
provide  a  basic  floor  bat  also  to  find  waya  of  ensuring  the  maintenance 
of  the  incomes  of  tboae  in  the  middle  income  groups  who  are  threat 
ened  by  cybernation.  (Free  Men  and  Free  Market*  contains  the  out- 
line of  a  propoeftl  to  deal  with  this  income  maintenance  issue  called 
Committed  Spending.)  While  there  b  no  space  in  this  paper  to  set  out 
the  full  income  maintenance  proposal 't  is  essential. to  state  that  dis- 
cussion of  the  guaranteed  income  concept  without  the  idea  of  income 
maintenance  iadrastieally  incomplete  In  elect  the  coming  of  cyberna- 
tion challenges  us  to  recognise  that  the  neo-classical  assumption  that 
each  man  receives  the  amount  be  contributes  is  a  myth  and  then  forces 
us  to  reexamine  totally  our  conventions  about  the  distribution  of 

'"provision  of  the  guaranteed  income  at  an  adequate  level  and  the 
introduction  of  income  maintenance  over  time  would  make  it  possible 
to  swept  higher  level  of  unemployment  for  the  degree  of  hardship 
associated  with  unemployment  would  be  greatly  reduced  :  this  in  turn 
would  make  it  possible  to  reinforce  the  essential  decentralized  dynamic 
in  the  socioeconomic  system.  But  while  this  policy  might  apiwar  favor- 
able  to  many  if  it  were  perceived  to  be  truly  feasible,  its  practicality  is 
rather  generally  denied  on  the  grounds  that  people  would  not  do  any- 
thing if  they  could  get  almost  as  high  an  income  without  anv  activity. 
There  h  no  doubt  tint  some  people  would  not  clwose  to  perform  pro- 
ductive activities  but  I  personally  remain  impressed  with  f  lie  comment 
of  a  banker  colleague  who  arrived  at  the  guaranteed  income  idea  iwle- 
tiendcntlv  and  who  says :  "Given  the  fact  that  3%  in  all  in<«ome  Ha*** 
are  bums,  it's  strange  that  we're  only  concerned  about  flic  element  of 
bums  among  the  poor."  Indeed,  surveys  show  that  most  Aaieneans  hi 
all  income  chum,  have  an  almost  pathological  desire  to  toil:  I  fjer- 
sonally  anticipate  that  there  will  be  so  many  people  looking  for  toil  in 
coming  year*  compared  to  the  amount  of  toil  available  that  i-m* 
lie  prepared  to  pay  to  obtain  it.  In  addition,  it  slwuld  be  rhwrly 
nixed  that  many  types  of  activities  which  are  now  infeaaiWe  because  of 
the  necessity  to  pay  at  least  minimum  wages  would  I*  opeiieil  ■»-■ 
new  programa  whWi  are  urgently  required  could  I*  funded  at  far 
b ww  cost  because  it  would  not  be  necemery  to  \my  wage*.  As  ha«  often 
been  pointed  out,  there  is  no  shortage  of  ectivities— the  wily  problem 

is  funding  them.  ^  .  ,  ii< 

Tliis  last  point  liegins  to  move  us  into  an  examination ^«>I  longrttn 
.  nnseqnences:  tliese  ate  discussed  in  the  nest  section.  IVfore  leaving 
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fj******^  two  final  points  should  be  made  .—it  is  already  clear  that 
m.«»rfe  of  welfare  programs  are  finding  the  constant  rise  in 
"*j™L_ «*?  threatening  both  in  terms  of  budgets  and  political 
J**""* 11  **  ootjow  that  many  governors  and  mayors  would  be  glad 
»  nana  over  the  whole  problem  of  providing  for  the  poor  to  a  dis- 
mt«wt«l  agency  so  that  they  could  use  the  funds  released  for  many 
extractive  state  and  city  programs  now  held  up  for  lack  of  money. 
nm  introduction  of  the  negative  income  tax  thus  becomes  a  method  of 
providing  additional  funds  to  states  and  citiee— a  goal  which  is  in 
cranwngjy  generally  accepted.  While  the  Vietnam  war  has  temporarily 
rMwved  attention  from  the  need  of  the  btmneeeman  for  additional 
caatemejj,  it  remains  true  that  busmecv  desires  mora  people  to  buy  its 
goods.  The  greatest  untapped  market  in  this  country  is  the  poor: 
increasing  pressure  can  be  expected  from  business  for  the  allocation 
of  additional  funds  to  the  poor  through  the  introduction  of  the  neen 
tire  income  tax. 

These  are  only  two  of  the  groups  which  will  see  short-run  ad- 
vantage in  the  guaranteed  income:  others  include  social  workers, 
labor,  the  church,  the  poor  themselves.  Given  the  necemty  for  new 
and  more  imaginative  meamret  to  deal  icith  (he  urban  m>«,  it  U 
etrtatn  that  the  mtaranteed  income  wiU  be  adopted  far  earlier  than 
temua  *eem  probable  to  most  people  at  thi$  time. 

LOXn-RITW  rOWSEOFUTCES  Or  mUCRVATION 

t  J 

The  kmgrun  consequences  of  cybernation  are  often  discussed  bv 
economists  in  terms  of  f  hi  ft  3  in  the  jobmix  It  is  argued  that  people 
have  moved  out  of  agriculture  and  mining  into  inanufacturmg  in 
past  years  and  decades,  that  in  turn  the  relative  importance  of  menu 
factunng  is  now  declining  but  that  more  opportunities  nre  devt  lopine 

itiff  ♦tTIC*  IaJ*cU  thc  cliche  «mwtr  ">  »n>  question*  raised 

•uouttheimpact  of  cybernation  is  in  terms  of  the  unlimited  number 
"Hob  opportunities  in  the  service  areas. 
This  historically  baaed  argument  does  not  fit  present  reality.  Many 
T  *n         r«I'wrt,ble  to  th*  in'P»ct  of  the  computer 

S&ZTi!;^*"?'  md?d  tlle>'  «re  »«  ]e*\  **  vulnerable  as  agri- 
ffli^;T^  ?L*nd  msnuf*2un^-  »«™«  Ackers  in  such  area"  as 
hmUnng  and  insurance,  record  and  middle  nianLcment  can  be  directly 

«P»w«b7  STF'V  ~rvjce  the  repairing  of 

ISEwnt'lT"  _hmT^  ^  th*  n«w  modu,*r  technijues 
ZZ  "?n?*ltttt'  '«nportant  m  coming  years.  In  eAVf,  snv 
't7  W  ™*ttb«  t0  hybernation Vhether  if  be  in  agri 
culture,  mining,  manufacturing  or  thc  service  industries, 

tivelY  Uk^^^E' °f  activities  which  cannot  I*  eftVc 

ritJa \iS££E&?u  com',uter  "J*  machine  systems:  these  nre  ac- 
SSlSSXJiS    Tn        of  Jh",l"u,  In<  I«d«l  among 

Jem£*fW IS!    &  ,he.^rp  of  L1?*  s,ck<  and  Hirii-  in  its  broadest 
th^'lli^t^  I        i  "'"f  »jwhme-svstems  can  appear  to  take  over  . 
ttSSSSS^^ !&S*  fhe  0091  •*  ,0«"«  »heir  Uentiel  eeeence. 

W  w"*»>  of  determine  ,rh,rh  aetfrUie*  *honld  be  regarded  a* 
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mitaNe  for  m*ekim+*yttm»  and  which  should  ke  retarded  as  ratable 
for  human  bamys.  Thts  witt  begin  to  allow  us  to  free  mofCt  tntelUyene* 
and  emmkfMm  from  the  Mm  ef  repetitive,  unfu/filbny  tod  We 
win  then  be  mevin*  toward  a  tjtnaiioa  where  wore  end  nmv  of  the 
MMMn  work  carried  ont  by  individoel*  on  »  vdiwtery  been 
for  the  activities  ramired  bw  the  eodety  wiB  be  thorn  which >  mdividntJe 
find  memingM  eod^etnebV  TW  work  of  tl»poltf^tbn  manager, 
tbo  erttet,  the  edweator  end  Ike  doctor  am  elf  prDfitaetone  which  ere 
found  attractive  m  themmtvos  quite  epert  from  the  monetary  reward* 

thSo^e^kM»lfeody  neogMMd  that  it ie desirable  that  the  monetary 
rewind  of  (Mkmn  in  many  of  the*  deem  of  actmty  ah«^  not  be 
directly  tied  to  immadtate  performance:  th»  w  moet  cleeriy  apparent 
in  the  can  of  a  Piofeeeui  with  tenure,  who  fa)  allowed  to  perform  hie 
role  in  the  way  which  appeare  moet  appropriate  to  bun  and  there  are 
relatively  few  effective  techniques  which  the  college  or  university  can 
uw>  to  dislodge  him  from  the  poet  he  boMa.  This  would  suggest  that  it 
might  be  Bx>et  appropriate  to  provide  all  those  engaged  in  human  inter- 
actions with  then?  income  ae  a  right  and  then  expect  them  to  develop 
themeehree  end  their  society.  This  approach  would  surely  be  more  HO - 
cient  than  developing  "job"  deeeriptMae  for  new  or  reorgani»d_ac- 
tivitiea  in  order  to  hare  a  one-to-one  correlation  with  an  appropriate 
income  level. 


While  it  might  appear  that  there  are  numerous  compelling  arjra- 
ente  for  providing  everybody  with  their  income  es  a  right,  thie  idea 
»  rejected  by  many,  indnding  the  veet  majority  of  economists.  / t  turns 
out  that  economists  ham  a  remarkably  low  opinion  of  human  nature. 
They  <Mm  tktt  it  it  Sway*  necessary  to  provide  financial  incentive* 
to  the  human  being  if  he  it  to  do  any  thing  xcorihwhile-~they  are  there- 
fore fundamentally  opposed  to  any  steps  which  would  weaken  thu 
financial  coercion  to  carry  out  only  those  activities  which  can  be  ae- 

Brntmsum***  hotoever.  should  b*  rery  won/  of  thi*  argument  for  tt 
effectM*  do*raf$  tk*  tkm$  of  free  efUorprUe—thdU  tt  u  ^mibit  to 
iBdksmdmouUoftte 

freely  o»  thtir  <m*»  huttaih*.  The  ideal  of  foe  enterpriae  P9*ulate* 
a  situation  where  »  nun  can  work  in  any  snra  which  appears  construe- 
tire  to  him  and  where  he  ha**  treasonable  chance  of  success  so  Ion*  as 
ha  »  willing  to  put  in  the  neceaaary  effort ;  k  tbo  poet ulates  that  there 
will  a! way*  be  enough  people  who  are  willing  to  mate  the  effort.  U  » 
further  aemmed*  if  only  implicitly,  that  the  educational  arstem  will  be 
so  omaised  that  young  people  will  be  clialletipd  fo  find  activities 
which  teem  meaningM  to  them  and  will  have  the  capacity  to  under 
take  them* 

The  impact  of  cybernation  is  such,  therefore,  that  all  those  who 
belier*  in  the  capacity  of  the  individual  to  direct  his  own  life  must 
reexamine  the  reial  strpctores  which  will  be  required  in  the  last  third 
of  the  twentieth  cwtturr.  The  present  mxUxcoHwmc  *y*tem  oft**  de- 
mernd*  that  tko  *UMJu*l  dsny  his  otm  pctxtptum  of  tchtrt  fu  can 
most  %mf\iilf  contfibuU:  he  may  be  imabfc  to  secure  a  job  or  a  grant 
which  would  allow  him  to  work  in  the  areas  which  he  *eea  as  most 
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This  9uhordmatum  of  tU  mdividuaTs  dtsirrs  was  perhaps 
motmrnj  wken  the  iocioeconomic  *y$tem  troi  de*igned  to  maximize 
S35r         ?  *T**?Py*  *****  *****  °f  technology:  it  is  no  longer 
4f*irabU  iff  today's  world  trhen-  increasing 
2l2?5S^2  k    Tff*  l1*P°rUmt  factor  in  raising  yrodttctirity.  Tlie 
taw  carried  on  within  many  companies  about  the 
wh**»  Aonl* be  applied  to  research  stuff  might  be 

Iw?l!ff  ^TfJi  l  cooc,t,g,wl  ™*  *■  rwwlts  are  obtained  when 
tfte  individual  baa  the  maximum  of  freedom  to  pursue  his  owh  lines 
of  work  15  relevant  for  the  total  society  aa  well  as  for  each  specific 
company  It  wok!  appear  that  tUa  freedom  omie  moat  effectively 
22"™  »^i*tal  sweeives  his  income  aa  a  right— rhe  first 

step  in  ih»  direction  w  the  introduction  of  an  income  floor  and  in 
come  matntewmce, 

The  introduction  of  these  two  measure*  wouW  begin  to  eliminate  a 
curious  deficiency  in  the  present  financial  mechanisms  of  our  free 
enterprise  system.  There  are  few  possibilities  for  the  individual  to  act 
as  an  institution,  self-directed  and  alone  responsible  for  his  activities. 
Isolated  examples  of  the  individual  as  an  institution  do,  of  «-oursc« 
eaist ;  the  independent  rich  and  those  receiving  grant*  and  fellowships. 
U  is ^individuals  with  snch  possibilities  who  are  then  able  to  act  out 
side  the  const ramt*  of  the  martai-oriented,  taak-st  ructured  system  and 
to  make  some  of  the  moat  critical  contributions  to  the  development  of 
the  wioeronomy.  It  is  increasingly  clear  that  tlie  highly  idiosyncratic 
rhythm  of  activity  and  inactivity  required  for  creative  and  innovative 
effort  ie  not  amenable  to  renumeration  according  to  present  economic 
criteria  and  mechanisms;  the  introduction  of  an  income  floor  and  in- 
come maintenance  is  essential  if  society  is  to  benefit  from  the  talents  of 
those  who  are  capable  of  j»-ting  in  this  wav  but  who  lack  financial 
support. 

For  society  at  large,  and  especially  for  creative  people,  the  situa 
tun  is  analogous  to  the  introduction  of  limited  liability  in  the  nine 
teenth  century.  Limited  liability  was  introduced  to  encourage  risk 
taking  by  those  investing  m  companies.  The  concept  of  the  joint 
venture  was  replaced  by  the  concept  that  the  stockholder's  liability  for 
comoany  debts  no  kwgcr  placed  a  lien  on  his  total  wealth  but  only 
on  the  amount :  he  liad  invested  in  the  company.  Limited  liability  was  » 
precondition  for  the  taking  of  risks:  it  did  not  ensure  risk  taking  or 
innovation  but  it  did  make  them  possible,  thus  allowing  the  economy 
and  sow**  to  benefit  from  the  self  interested  acfsof  individuals. 

Similarly,  an  income  floor  and  income  maintenance  would  provide 
the  individual  with  the  ability  to  do  what  he  personally  feels  to  lie 
important  This  would  allow  risk  taking  and  innovation  in  areas  where 
the  existing  and  emerging  needs  of  the  society  .ire  not  I  icing  met  hv 
an  otherwise  efficiently  functioning  free  market  system.  Such  income 
would  not  be  mediated  through  the  office*  of  any  "other  individual  or 
organization  and  would  not  bring  with  if  built' m  pressures  for  the 
recipient  to  continue  what  is  already  l*ing  done  within  the  market 
system. 

The  history  of  the  free  enterprise,  market        w  h<t<  hr*  n  „  <  r,»t;n« 
r*tf.  sustained  effort  to  balance  individual  inclination  ,md  numwtion 
agmnst  those  goods  and  terrier*  trhirh  thr  „.  >rt<>t  *h<>«n1  to  h?  rur- 
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rentfy  vaimod  At  ptvsent  technological  speeds,  however,  the  market  hoe 
beams  $00  slow  o  method  of  oahse  ooa$mumication  to  be  entrusted  with 
the  initial  acceptance  or  rejection  of  innovative  efforts.  Bother  it  mutt 
bo  oeen  mo  the  eventmmi  tooting  ground  of  developed  initiative*;  to  ar* 
compiish  this  took  the  market  pricing  system  must  be  freed  of  many 
constraints  which  preoomtt*  prevent  tt  from  accomplishing  this  neces- 
sary function,  in  these  eTswmssotonoos,  on  income  floor  and  income 
maintenance,  would  become  both  the  guarantee  of  bask  consumer 
-rights  and  the  foundation  for  now  productive  initiative*  prior  to  eren- 

amino*  fwi  mum  ano  social  ruwxiso 

If  the  abort  urgumwte  ere  comely  tee  ore  indeed  working  with  a 
"buggy-whip?9  description  of  our  social  goals;  we  are  still  acttna  in 
such  a  wag  that  faUmt  is  inevitable.  What  can  we  Warn  from  the  plan* 
ning  practices  adopted  by  inmates  snd  what  applicability  can  we  ex- 
pect these  practical  of  business  to  have  for  planning  in  the  general 
swioftconomyf 

We  are  all  familiar  with  the  meaningless  oversimplifications  of  the 
Wltst-ts-s^-for-Oenet*^  type  of  slogan. 

But  in  a  completely  new  way,  the  emerging  pattern  of  business  process 
is  a  paradigm  for  the  eocioeconomy.  In  both  oases,  there  most  always 
be  a  goal  b«t  this  goal  must  be  subject  to  revision  in  the  light  of  sub- 
sequent events*  In  both  casta,  there  met  be  knowledge,  through  direct 
observation,  of  the  present  strengths  and  weaknesses  of  the  system.  In 
both  ca*es,  H  is  necessary  to  develop  strategies  to  more  htm  where 
one  »to  where  one  wants  to  ga  In  my  opinion  the  financial  strategies 
of  an  income  floor  and  income  maintenances  are  prerequisites  for  move- 
ment toward  oar  overall  socioeconomic  goals*  They  are  not  the  com- 
plete solution  to  our  complex  individual  and  societal  problems,  rather 
they  facilitate  the  search  for  flotations. 

The  fundamental  irresponsibility  of  business  in  recent  years  is  that 
it  has  not  insisted  that  it*  growing  knowledge  of  bote  to  plan  be  trans- 
lated for  the  use  of  the  total  soefoeconomg.  Business  is  rapidly  gam- 
ing sophistication  m  its  ability  to  understand  and  benefit  from  the 
new  technological  developments  but  the  total  society  has  found  itself 
driven  by  the  some  technological  development*  and  been  largely  un- 
able to  benefit  from  their  potential.  Only  one  example  need  be  given : 
all  major  business  firms  have  installed  extensive  computer  system  to 
provide  them  with  up-to-date  information  on  their  operations.  The. 

of  the  United  States,  on  the  other  hand,  lia*  hardly  bene- 
Wed  from  the  computer  revolution  and  threatens,  ss  a  recent  report 
vividly  demonstrated,  to  clog  its  channels  of  communication  with  the 
very  paper  it  creates, 

,  Looking  back  over  the  psst  ten  years,  it  is  clear  that  a  revolution  lias 
occurred  in  the  concepts  of  management  which  have  made  it  possible 
to  ertsure  more  effective  use  of  available  resources,  human  and  mate- 
rial; this  involution  will  clear!/  continue.  Out  of  this  revolution  has 
come  the  toob  which  would  make  it  possible  to  fulfill  mote  completely 
the  goal  of  tt*  American  society :  to  ensure  that  each  individual  has 
the  maximum  of  freedom  compatible  with  I  lie  overall  needs  of  the 
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Sn^S^CKt^-*  a  fkJ  loVoeconomif  W/m  could  f,tab. 
^f^d^JZ^U^tlH  de?*hP!^nf.  of  '**  United  State,  in 
*ZJ~Z  ^rL  Alch  has        wplxit  *i*ee  individual  lib- 

thJt K'SZ^S  ^  f£w  PfP«-..^ver.  without  sitting 

Thk*  PITtJ^'CnU^  eb*t  tht8  Wl]l  O"™  The  many  coir? 
pw*w  wfikcft  are  inventing  UUge  sums  in  educational  technoln*i« 

2Ef*  ^T^t,nuftl^of  a"  «d«cation*l  fraraewoT which  iPffirn 

^.rSSi!1'?  »ntithrt^Tffio!il^?S 
£?J?  K^*"6  P1*00"**  The  computer  wmpanie*  continue  to 
**Oto  little-  money  and  even  ]e»  attention  to  eXSr  g  ™ 

SS  ^lP  f:tr,[  tho*  of,  corporations, 
•mpeat  rne  development  of  the  necessary  thrust  to  Rodoeconomfc 

2 Twh  ch ^  JitelV  ■  ^e  WJ°  ^"efit  f  n>'"  th* 
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SOCIAL  HBUFAKX  W  TW  1980s  i»  BETO8D 
(By  Bveline  N.  Barns) 

The  Borer  lecture 
JFuM  2,  1977 
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IW^wwWng  cut,  anteance  through  public  aswtance  and  SSI  (Supple- 
^^S»c»rity  hcome),  Alma*  a  third  of  ail  c*4  benefit*  m  now  payable 
pwwr  01  *  To  those  must  be  added  the  non-puWic- 

*****  recipients  who  receive  food  stamp*,  Medicaid  services  and  housing 


*n*JL?!!f         m  m^"ml  0f  V**'  stance  reform  was 

d^^^^^l  federal  sharing  u,  public  assistance  was 
SZtL  ™^     iT'S<^rity      *  ~*  Today,  of  total 

rtttd  n^r^!     *Jm°:£i50  0W  520         ™  ^  Payment, 

^~n«inty  food  stamp,  and  Medicaid  plus  an  ,nknown  amount  lowing 
artuncejncludmg  -rent  as  paid."  The  Congressional  Budget  Office  Z 

told  while  cash  payments  for  incomclisted  programs  increased  only  fourfold. 


U»der  Attack 


fnt  a"  Che         *cIf«'e  P^rams  are  under  attack,  though  often 

fer  ofj^ng  reasons^  OEO  is  said  to  have  been  a  fauure,  and  much  the  same  * 
I  of  the  varmy  of  traming  program,  experimented  with  over  the  inicrve^ng 
^lM<f«  *"d  **  to  have  been  ot  more  benefit  toT 

^l!  ****  tha"  10  Certainly  they  have  encour- 

aged  senous  pnee  escalation. 

km™  «t  ^t**  Dj$abi,Uy  hl,urajl"  (OASW),  generally 

fWM  of  the  1930s,  has  come  under  attack,  it  is  criticized  for  not  assuring 

emptoyed-while  at  the  same  tune  and  despite  the  weighted  benefit  formula 
ETft     TT  d0lbL  «°  ^  -e,ve7by  h,  hTgtr' 

2f  J  J  31  2?  TS*        to  women  workm 

-ndto  couples  where  both  work  as  compared  to  those  where  only  one  spoSe 
woAs.  The  program  ,  financing  is  all^d  to  be  in  jeopardy,  especally  iVthe 
long  run.  Changes  «n  the  ben.fi,  formula  .mplementing  the  automatic  c«,  of 

widerv  ^^T™5  f°f  dC3li"g  W,'h  insecurt«y«  "*  most 

wideby  cnt,c,Zed  ,s  the  welfare  system  itself.   TI*  numbers^  supported  by  the 

c^r»        ,    ?    ,Hf         °f  MmC  Wf  "h,S  "uwfh  Th<  «* 

«**  „  „,d  ,o  b,  ruining  many  local  authonucs.  especall,  >n  ,Wirop«,litan 
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mat*  The  staadvd  of  tMof  provided  by  the  program  is  tow-in  many  cms 
wefl  below  the  poverty  thie**old  end  varies  widely  from  tt$t$  to  state.  Admin* 
ietftftaa  is  wd  to  be  1m,  itsntttog  in  much  cheating,  abuse,  and  admission  of 
ineligible  poop**  the  ecwwte  and  social  conseqntnoes  of  the  program  me 
aDegcd  to  be  disastrous-it  dtootmips  tatttottm  and  efforts  toward  self-support. 
It  taxes  the  earnings  ot  the  poor  at  a  higher  rat*  than  thoee  of  the  rich,  Iten- 
courage*  fanrfy  breakdown.  The  tkt  Is  long  and  alMoo-famibar.  "Welfare 
reform"  has  recently  become  a  psnooewpitton  of  aB  levels  of  government. 

The  proportion  of  gross  national  product  devoted  to  income  security 
and  welfare  programs,  indudtog  health  costs  but  excluding  education,  tub  grown 
from  1 ,5  percent  in  fiscal  1929  to  15,2  percent  in  fiscal  1976,  The  taxpayers, 
whether  those  paying  earmarked  social  security  taxes  or  those  subject  to  other 
federal,  state  or  local  taxes,  are  beginning  to  mist  further  levies. 

Finally,  federal  involvement  in  social  welfare  was  seen  as  one  of  the 
great  achievements  of  the  1930s,  whereas  todsy  there  are  rising  complaints 
about  excessive  fee1  ral  control  and  intervention  in  the  policies  and  administra- 
tion of  the  states.  This  is  accompanied,  perhaps  oddly,  by  complaints  that  the 
federal  government  does  not  provide  enough  financial  aid. 


WHAT  WENT  WRONG? 

When  we  recall  the  optimism  of  the  1930s  and  contrast  it  with  the 
situation  in  the  1970s,  one  is  compelled  to  ask  what  went  wrong? 
Qui  first,  we  should  acknowledge  that  much  also  went  right. 


Progress  and  AoconspMshBtttts 

Poverty  as  officially  defined  has  been  significantly  reduced,  even  though 
it  has  not  been  abolished.  Between  1959  and  1975  the  percentage  of  the  popu- 
lation below  the  official  poverty  line  fcH,  according  to  the  U  S.  Census,  from 
22.4  to  12.3,  the  numbers  falling  from  39.5  million  to  25.9  million.  But  these 
figures  underestimate  the  extent  of  poverty  reduction,  for  they  retate  to ctsfr~~ 
income  only  and  do  not  take  account  of  benefits  in  kind,  such  as  food  stamps 
and  Medicaid,  or  income  under  reporting.  The  Congressional  Budget  Office 
has  estimated  that  if  allowance  is  made  for  benefits  in  kind  and  for  under- 
reporting, the  decline  in  poverty  since  1965  would  be  nearer  60  percent  than 
the  30  percent  reported  by  the  Census. 

One  indication  of  progress  ts  the  fact  that  the  definition  of  poverty  is 
now  criticized  as  being  unduly  low.  It  is  increasingly  said  that  the  present  con- 
cept, which  might  be  defined  as  absolute  poverty  the  inability  to  purchase  a 
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V**®**  quantity  of  foods  and  mvuxt-u  inadequate  Poverty,  it  is  said,  is  a 
wbtiw  coooepc  feopfc  teal  tbcmsvhw*  poor  by  reference  to  how  their  standard 
oMMng  compares  with  that  of  the  average  income  receiver.  Thus  the  official 
poverty  threshold  should  be  adjusted  to  reflect  the  rising  incomes  of  mainstream 
or  defined  as  some  fraction  of  average  or  median  income  By  that 
kind  of  definition  poverty  has  not  been  reduced.  In  1957,  the  4-person  family 
poverty  cut-off  was  49  percent  of  the  median  4-pcnon  family  income.  By  1975 
it  had  fallen  to  34  percent. 

.         Si«wfl«at  »f  not  spectacular  success  has  been  achieved  in  income  main: 

•raance,  which  the  planners  of  the  1930s  saw  a*  the  critical  problem,  over- 
wnehned  as  they  were  by  the  needs  of  the  aged  and  unemployed  whose  earnings 
were  lost  or  interrupted.  The  great  social  insurance  programs  have  provided 
mcome  for  mwuoro.  Even  though  a  sizable  share  of  the  OASDI  benefits  go  to 
people  with  income*  above  the  poverty  line,  thus  benefiting  the  middle  classes 
it  has  been  estimated  that  about  half  of  the  beneficiaries  have  been  removed 
from  poverty  or  prevented  from  falling  into  it.  And  the  unemployment  insur- 
ance system,  inadequate  as  it  may  be,  has  enabled  this  country  to  come  through 
a  serious  deprei*on  m  recent  years  without  the  great  social  unrest  that  occurred 
«  the  early  30s.  It  permitted  the  vast  majority  of  the  unemployed  and  their 
families  to  weather  the  storm  without  being  forced  to  seek  public  assistance 
.  .  ul,We  mu"  ab0  recosnu*  that  some  of  our  present  problems  are  attn- 
butable  to  developments  the  policymakers  of  the  1930s  could  hardly  have  fore- 
seen^  Inflation,  for  example,  has  had  an  adverse  impact  on  aU  our  programs  and 
notably  increased  their  dollar  cost.  Nor  could  we  have  been  expected  to  foresee 
changes  m  sexual  morality  and  behavior,  especially  as  affecting  the  young,  which 
has  helped  make  family  breakdown  a  major  cause  of  economic  insecurity. 
~"~ Tlw  «*«««»nrnumbcrs  of  married  women  and  mothers  in  paid  employ- 
merit  «  another  unforeseen  social  change  that  causes  problems  for  OASDI  by 
challenging  the  program's  original  4«icept.  namely  that  marned  women  were 
dependents  of  their  husbands.    The  change  has  also  created  a  new  social 
problem:  the  provision  of  day  .are  for  children  of  working  mothers 

Nor  could  the  planners  of  the  NJOs  hwe  foreseen  the  change  of  obiec- 

C  'nrCCCnt  y'*n'  fofto*H1S      rediscovery  of  poverty   a  change  from  income 
-mmntemmr  ia  tncum'secunty 


The  Sins  of  Omission 


But  after  making  these  allowances,  we  must  face  the  (act  ihat  a  number 
of  things  did  indeed  go  wrong.  First,  to  quote  ,„„„  lhr  Book  ..I  Common 
Prayer,  We  have  left  undone  thw  things  thai  wc  ou^hl  u,  have  June  " 
Already  in  |M41.  Sir  Wilham  Bever.dge.  as  he  ,hcn  wa>.  ,'„  the  »„rld  famous 


J-     • ''faemlp  Report  on  Social  bcamac*  had  warned  that  an  income  wcarity  tyv 
^    'V '  Mm  co*M  operate  succearfuBy  only  if  certain  condition*  were  fuffifled-  Among 
* •  tfwc  were  tfte  assurance  of  futt  employment,  the  eftaWnhment  of  a  rational 
J?  neiteiiereice.endafytoofcMdren-ian^^ 

^  WaflnfcML 

£■  Indeed,  m  regard  to  fufi  employment  we  are  mn  worn  off  than  in  the 

1930*,  when  an  extern**  series  of  public  employment  programs,  e.g.,  Works 
ftognss  A4mta»l»tk»  (WPA),  Ovifcan  Coneervatmi  Corps  (CCC).  and 
ftmUmd  Youth  Ada******  (NY A),  employed  at  one  time  ow  3H  m&M 
people,  sod  thete  were  abo  expanded  public  nwto  m  the  conventional  sense. 
Except  for  Medicare,  which  meets  only  part  of  the  out-of-pocket  medical  cx* 
penses  of  the  aged,  we  have  not  developed  a  national  health  service  in  its  own 
right.  Medicaid  is  still  admtofcsrted  and  thought  of  as  pan  of  an  income* 
mjantmanc*  program,  the  costs  of  which  ate  ^chargeable  to  the  welfare  system- 
We  have  hardly  even  begun  to  discuss  children's  allowance* 

Another  sin  of  omWoe  is  ow  faSute  to  ensure  that  the  separation  of 
tcrvtces  from  the  making  of  cash  payments  did  not  in  fact  practically  ehminate 
services  for  those  moet  in  need  of  them.  I  stffl  believe  that  the  poScy  of  seper* 
Uon  was  right.  But  in  its  implementation  attention  should  have  been  paid  to 
developing  organizations  and  staff  motivated  and  aWe  to  ensure  identification 
of  those  most  in  need  of  counseling  end  related  scrvtces~an  outreach  program 
if  you  like -and  the  rendering  of  services  when  need  was  found.  Instead,  separa- 
tion has  too  often  been  seen  as  an  opportunity  to  replace  higher  paid  case* 
workers  with  loner  paid  non-professionals  for  the  cash-paying  program,  with  no 
corresponding  expansion  of  the  service  component . 

Finally,  a  major  un  of  omission  is  the  country's  unwillingness  to  devote 
adequate  financial  resources  to  our  social  problems.  Certainly  we  have  not  trans- 
ferred income  to  the  poor  m  an  amount  sufficient  to  change  the  unequal 
distribution  of  incomes,  which  has  remained  remarkably  stable  over  recent 
decades. 


The  9b»  of  Coraurimoa 

We  left  undone  some  of  the  things  we  ought  to  have  done.  And  we  have 
also  done  some  of  the  things  we  should  not  have  done. 

We  expected  too  much  of  sockd  insurance.  A  wage^elate^benefit 
tystcm  such  as  ours  cannot,  at  one  and  the  same  time,  relate  benefits  to  previous 
earnings  m  a  meamngM  way  while  also  assuring  sufficient  benefits  to  provide 
*ery  low  paid  or  irreg  tar  gamers  a  sufficient  standard  of  living  above  the 
poverty  level.  If  the  system  were  to  guarantee  a  high  minimum  benefit,  the 
wage-related  principle  would  force  the  payment  of  very  high  benefits  to  higher 


*4ge  earners,  thus  earmarking  an  unduly  high  proportion  of  national  output  to 
the  aged  as  a  group. 

We  haw  abo  expected  too  much  of  social  insurance  in  health  services. 
The  insurance  concept  Units  benefits  to  the  insured,  i.c.,  those  who  have  contri- 
buted. TWs  is  reasonable  moogh  in  a  system  paying  cash  benefits,  but  makes  no 
*nee  at  aU  in  a  program  whoat  object  is.  or  should  be,  to  nuke  medical  cat* 
available  to  aB  who  need  it.  whether  "insured"  or  not.  "trowed  status*  is  a 
device  for  excluding  people.  But  if  the  objective  is  to  make  medical  care  avail- 
able to  aB  who  need  itv  no  one  should  be  excluded. 

Because  social  insurance  b  essentially  an  instrument  for  collecting  and 
paying  out  money ,  it  is  abo  an  inadequate  answer  to  the  problems  of  our  health 
services.  These  include  not  merely  overcoming  the  financial  barrier  to  needed 
care,  but  also  dealing  with  cost  containment,  improvement  of  the  delivery 
system,  and  assurance  of  good  quality  services  in  all  parts  of  the  country. 

We  have  applied  kmhmt  priorities.  If  we  assume  that  the  nation  is 
unable  or  unwilling  to  assure  an  adequate  or  acceptable  standard  of  living  to 
aB,  selection  has  been  inevitable  Priority  might  reasonably  have  been  given  to 
children  as  the  group  most  vulnerable  and  at  the  same  time  having  the  greatest 
potential  value  to  society  as  a  human  resource.  The  opposite  has  been  the  case. 
The  Aid  to  Families  with  Dependent  Children  (AFDC)  program,  which  provides 
social  income  to  the  largest  number  of  children,  makes  monthly  payments  that 
are  unjustifiably  lower  than  those  for  the  adult  categories.  Even  in  the  OASDI 
program,  children  are  at  a  relative  disadvantage  because  of  the  application  of  the 
maximum  family  benefit  ceiling. 

Moreover,  if  adequate  health  services,  or  even  the  removal  of  the  fiscal 
barriers,  wen?  not  to  be  available  to  all,  would  a  rational  society  then  give 
preference  to  the  aged  rather  than  to  the  children7  fn  the  economic  interests 
of  society,  an  investment  in  the  health  of  children  would  pay  real  dividends. 
Children  are  the  producers  of  the  future,  and  a  healthier  future  working  popu- 
lation should  more  than  repay  society's  investment  through  greater  productivity. 
The  aged  on  the  other  hand  have  relatively  few  years,  if  any.  when  they  can 
contribute  to  production,  even  if  the  health  program  succeeded  in  improving 
their  health.  Children  also  offer  the  best  opportunity  for  the  application  of 
preventive  measures,  about  which  we  talk  so  much  and  do  so  little. 

Even  if  political  pressures  were  so  great  that  something  had  to  be  done 
for  the  aged,  we  ought  surely  to  have  redressed  the  balance  by  also  providing 
an  adequate,  universally  available , health  service  for  children.  - 

We  have  also  given  a  low  priority  to  the  needs  of  youth.  There  is  a  crying 
need  of  jobs  for  young  people,  jobs  thai  can  open  the  door  to  the  mainstream  of 
ouif  society.  We  have  effectively  cut  off  many  milKons  of  young  people  from 
participation  in  the  way  of  life  glorified  by  the  American  work  ethic  We  have 
not  heeded  the  rising  delinquency  among  teenagers  and  young  people  warning 
us  of  the  consequences  of  prolonged  and  Impels*  idleness  among  the  young. 
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According  to  the  rhetoric,  the  family  system  is  one  of  our  most  cherished 
institution  Thus  one  would  have  expected  that  we  would  have  given  a  high 
priority  to  strengthening  the  family  system.  Not  so.  Our  welfare  system  contains 
provisions  tending  to  reward  family  breakup:  the  intact  family  is  often  at  a 
disadvantage  in  ob lining  social  benefits,  as  compared  to  the  broken  family. 
We  devote  far  too  few  resources  to  measures  tc  prevent  family  breakdown  or 
die  formation  of  single  (went  families*  These  efforts  could  take  the  form  of 
making  birth  control  and  abortion  universally  available,  or  the  provision  of 
counseBtag  services  to  help  families  stay  together  or,  if  the  family  is  broken,  to 
help  the  single  parents,  especially  the  young  ones,  to  cope. 

We  weak^i  the  sense  of  family  cohesion  by  deducting  from  welfare  or 
SSI  grants  the  amounts  of  gifts  from  relatives  in  the  form  of  Sunday  dinners • 
or  other  small  supplements  to  the  meagre  standard  of  living  assured  by  public 
payments. 

We  negate  all  our  pronouncements  about  the  importance  of  home  life 
and  the  children's  needs  for  adequate  parenting  by  devottrjg  much  effort  to 
encduraging-or  forcing-thc  heads  of  fatherless  families  to  take  paid  jobs. 
We  glorify  work-but  only  paid  work-forgetting  that  a  decent  job  of  bringing 
up  a  family  and  managing  a  household  is  also  productive  work.  But  we  recognize 
it  as  work  only  if  a  woman  engages  in  the  effort  for  someone  else's  family-for 
pay -not  when  she  does  the  work  for  her  own  family. 

We  have  relied  too  heavily  on  federal  leadership.  Since  the  1930s  we 
have  relied  too  heavily  on  the  leadership  and  efforts  of  the  federal  government 
It  has  been  far  easier  to  depend  on  a  standard  inserted  in  a  federal  law,  with 
financial  penalties  for  non-conformity  (notably  in  the  Social  Security  Act)  to 
effect  policy  changes  instead  of  undertaking  the  hard  and  time -consuming  work 
needed  to  convince  state  legislators  and  electorates  that  the  policy  is  desirable 
and  should  be  supported.  While  the  /fderal  government  remained  generally 
more  liberal  and  concerned  than  the  states-surety  the  case  in  the  1930s~heavy 
reliance  on  federal  Jejdership  was  probably  inevitable.  It  brought  about  many 
desirable  changes  ifl  welfare  policies.  But  the  situation  is  very  different  in  times 
when  the  federal  government  is  less  liberal,  and  much  progress  may  be  lost  if 
the  only  reason  for  adopting  needed  policies  has  been  previous  federal  pressure, 
not  suite  and  local  conviction. 

Heavy  reliance  on  federal  action  is,  of  course,  largely  responsible  for  the 
complaints  about  federal  intervention  in  welfare  policy  implementation  and 
administration  in  the  states.  Yet  it  is  unrealistic  to  expect  the  federal  govern- 
ment to  supply  a  significant  or  even  major  share  of  welfare  expenditures,  with- 
out abo  attempting  to  see  that  funds  are  used  for  the  purpose  intended,  and  that 
federal  financial  interests  arc  protected. 

We  have  overburdened  the  welfare  system.  Our  fourth  sin  of  commission 
is  placing  an  intolerable  burden  on  the  welfare  swem 
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_  w  fofced  *  to  bear  the  burden  of  failure  to  develop  other  more 

w^,«  JL^TT?  T J*  **  nUmbC"  °*         dependent  on  the 

,  7.      7    ™B  ■°'  "       has*  been  realistic  to  expect  states  and 
localities  lo  bear  a  suable  rfuic  «f  <wirM        „        „    .  . 

amau    „  ,  "T  ™  01  «  even  all.  when  the  caseloads 

Z7™~r  8"m*n|  nurabe"  0»  welfare  budget  one  of  the  highest 
?£2?Z  T  "I?****  "*("**>  "ceedin/eva,  educatior! .  tS 
*ZiZl e"  "!  ConcentI***»  of  the  poor.  In  short,  this 
siruauon  surely  calb  for  masare  federal  aid.  We  have  pbced  too  much  of  the 

s^sss'  "*  *"  Mh" — ^ 

Second,  we  have  developed  a  welfare  system  characterized  bv  excea- 
^emd^ualuation.   ™"  »•  the  system  lrm  t0  ensure  tnT.il 
«muar  circurnstances  are  treated  precuely         while  also  giving  Zonal 

L  ^Imv    ,  f°rtJ°J,m,rc  «H«*«y  of  treatment  has  rented 

«  an  incredibly  and  fuwfy  detailed  system  that  takes  account  of  every  con 

Attennon  to  the  applicant',  special  need,,  unless  the  concept  of  specul  need 
h  narrowly  defined,  can  involve  lengthy  and  detailed  tmJ**JZtf£ 
cumsiance,  of  each  individual  case -and  there  are  millions  of  caSs" 

these  detaTd  STT*".  *  "*  Pre^C^,  ^  -«  *"h 
these  detailed  rules  and  regulauons,  and  with  fairness  to  each  in*  id-,,  tDfAi. 

«n«  or  recipient,  would  entail  ,  bureaucracy  far  larger  and  prob  biv  52r 
traced  and  more  highly  p*d  than  the  one  we  complain  about  nTw  ^ 
^^m>3d,Uit™  0fbene(iti  «°  needs  and  ctcum!r„2 

,  I  t      '  001  COuW  *  t*fSon«"y  *"own  to  the  adminisiraior  But 

admmistrator   JTh  T^  t     '  f<?W,t  "  *"  im^bt<       for  the 

utehgibles.  and  under-  or  overpayments.    It  also  forces  on  the  applicant  or 

system  "        many  0ppOf,Uni,ks  for  thw  «*»  ™  -  inclined  ,o  "beat  ,he 

belong"'  I?  ""'""I  mUni  hM  been  "ddkd  r«pon«b,l,Oes  properly 
welZ  !  11     $^"drf rn'nent  TwoarVobvious.  When  the 

welfare  system  reimbur^s  the  clients  for  "rent  as  paid."  when  acceptable 
housing  at  reasonable  cos,  «  ,n  short  supply.  evc„  ,f  Jw  oppCf  "  p  tfJ 

he  welfare  system  ,,  «  fact  subsiding  rents.  Tha,  luncu^^h  ^ 
to  the  housing  au.honttes.   Thj,  arrangement  no,        uirtau-s  , he  costs  S 
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mttm  programs,  but  also  conceals  the  extent  And  true  con  of  M\jg  tn  out 
boiataf  pottcies  and  programs. 

Sknfiarty  the  welfare  system  Km  been  required  to  carry  the  coats  of 
health  lenkea  teemed  by  the  poor  through  Medicaid  It  wis  extremely  unfor- 
tunate that  the  1965  law  placed  the  determination  of  financial  ettpbthcy  for 
Medicaid  in  the  hancb  of  the  welfare  department*  This  identified  the  program 
as  a  "welfare"  program,  and  encouraged  placing  its  total  administration  and 
coats  in  the  welfare  budget,  rather  than  to  the  health  budget. 

In  yet  a  third  area  tte  welfare  system  has  been  required  10  cany  respon- 
sibilities rightfully  bekogtag  elsewhere.  I  refer  to  tax  collecting.  When  the 
welfare  system  assesses  resources,  to  be  weighed  against  the  needs  standard, 
all  or  some  par?  cf  a  person's  earnings  are  treated  as  available  income.  But  this 
is  tantamount,  as  the  economists  remind  us,  to  levying  a  tax  on  earnings,  c|, 
if  there  is  a  25  percent  "disregard,"  the  earner  is  taxed  at  75  percent  on  his 
earnings-he  can  keep  only  25  percent.  Why  should  the  welfare  department, 
rather  than  the  Internal  Revenue  Service,  get  involved  in  ta*  collecting,  including 
the  setting  of  policy  as  to  tax  rates? 

We  even  try  to  use  the  welfare  system  to  make  up  for  the  deficiencies  in 
the  educational  system.  Thus  we  seek  to  develop  day  care  programs  that  are  not 
just  custodial,  but  that  also  contribute  significantly  to  children's  educational 
development. 


WHAT  SHOULD  OUR  FUTURE  AGENDA  BE? 

  — t       sought  ^  identify  what  weni_wron^inJhe  last  4Q  yea£sj*<;aus* 

knowing  past  mistakes  may  help  avoid  repeating  similar  errors  in  the  future. 
My  analysts  suggests  some  major  potfey  changes 

Some  Obvious  Steps 

~  font,  we  tm*t  devote  m*jo«-  *tfuU&  Ui  tkvcUiping  new  Ffo*£anB_Jlot 

now  identified  as  welfare  We  must  concentrate  on  assuring  full  employment- 
by  whatever  means  and  however  defined  whether  through  the  private  sector  or 
by  public  job  programs.  We  must  develop  a  national  health  program,  preferably 
in  the  form  of  a  national  health  service.  At  the  very  least  we  must  have  a^ 
national  health  insurance  system  thai  removes  jbe  financial  barrier  to  needed 
medical  care,  and  protects  those  who  receive  it  from  financial  ruin.  Either  of 
these  programs  mu*i  actually  encourage  preventive  health  services  We  must 
strive  to  provide  universal  access  m  birth  control  and  abortion  information  and 

-  services 
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We  should  progteatfvefy  raise  the  legal  minimum  wage  fw  adults 
Sjch  intprovementa  in  the  economic  and  social  infrastructure  ait  desir- 
«o»  in  their  own  right,  for  die  general  improvement  of  living  standards.  But 
ftey  »«cruciaj  to  our  preaent  concerns,  being  indispensable  to  achievement  of 

*  K(0tm    nmcty  reducm*  'he  sire  of 

the  population  dependent  on  welfaic. 

,.t .  «*  mu«  «*  reordered.  If  we  cannot  do  everything 

that  to  desirable,  we  most  gave  priority  to  children  and  youth,  and  to  strengthen- 
ing  the  family,  and  especially  the  intact  family. 

SL^iJ  "*  ««tit«tion-»  capsb.Ut.es  and  limits. 

^uTrcw^J°^,L?CXi,tfa|  miUn,ncc  *s,cms     «"  workers  now 

e^  J  itr"  *•         **"  mSurancc  «o  ri**  now  inadequately 
covered  and  notably  to  temporary  disability. 

Fourth,  we  must  recognize  that  even  if  these  steps  are  taken,  sizable 

££Z  ?  ,  ^JTS**  *"  *  fa  near  future.  ' 

hnptementauon  of  ernployrn^t  and  health  policies  and  programs  will  take  time. 
Meanwhile  some  provision  for  the  needy  must  continue.   Our  wage-related 
sooal  msurance  system  cannot  assure  aged  people  a  level  of  living  above  poverty 
.f  their  lifetime  earnings  were  low  and  they  have  no  other  resourceVwhen 

'""I  ,  ??P,te  *****  grWth  *  (mgp  ben*f'«»  «««  P~Pte  numerals 
and  are  likely  to  remain  so  Furthermore,  any  realistic  definition  of  full  employ- 
ment is  not  likely  to  mean  zero  unemployment  There  will  always  be  low  bene- 
ficiancs  because  of  employment  irregularity.  Even  full  employment  will  not 
solve  the  income  secur.ty  problem  for  those  lacking  mcome  because  of  fa.n.ly 
breakdown -especially  the  femak-headeu  famdy.    Even  a  significantly  higher 

sriTofZg^  ™  *  ^  ^  " 


Reforming  Welfare 

At  present  we  rely  on  the  welfare  system  to  provide  for  these  people 
For  some  t.me  to  come  its  clientele  w.ll  p.ubably  be  large.  Yet  even  now  we 
could  take  some  steps  to  improve  the  system 

One  step  would  be  to  abandon  our  efforts  to  assure  a  h.gh  degree  of 
^v,duahza».on  and  so  much  detailed  precston  ,„  euuahty  of  treatment. 
Wherever  possible  we  should  move  to  flat  grants  based  on  average  need,  with 

luThtrlues*"1  *,d  Medtd  fent  Sub5,d,cs  P,4,v,dtfd  by  the  housing 

Even  in  the  case  of  stalled  discretionary  allowance*.  »c  should  identify 
group*  with  special  needs  and  prov.de-  lo,  .hen,  by  au  u.u  ilJ(  ..ILmances 
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For  example,  we  could  recognize  that  people  on  relief  for  a  long  time  will  need 
periodic  replacement  of  certain  household  supplies.  Thus  we  could  provide  an 
automatic  annual  allowance  few  all  long-time  recipients.  Why  not  recognize,  that 
after  a  certain  age,  70,  75,  or  W).  most  people  have  to  pay  for  certain  services 
they  are  no  longer  physically  able  to  perform  for  themselves?  A  flat  automatic 
supplement  for  persons  have  a  specified  age  would  acknowledge  and  provide 
for  this  need.  Simflarty  In  the  treatment  of  resources  in  determining  eligibility, 
why  not  use  a  standard  deduction  for  work  expenses? 

Of  course  under  such  policies  some  people  will  fare  better  than  others: 
the  worker  whose  actual  work  expenses  are  less  than  the  standard  allowance, 
for  sample,  or  the  recipient  lucky  enough  to  pay  lower  rent  than  the  standard 
allowance,  or  the  fortunate  aged  person  who  suffers  no  impairment  of  physical 
faculties.  But  these  differences  we  have  to  accept  when  dealing  with  millions 
of  people,  or  ehe  create  a  huge  and  costly  paperwork  system. 

Reduced  individualization  has  major  advantages.  It  greatly  simplifies 
administration.  It  encourages  self-reliance  and  more  responsible  management  of 
family  income.  It  avoids  a  state  of  dependency ,  where  people  expect  the  welfare 
system  to  satisfy  their  needs  on  an  item-by-item  basis,  including  compensating 
for  their  own  carelessness  or  incompetence. 

Standard  payments  and  allowances  would  also  facilitate  identification 
of  those  who  cannot  manage  on  the  established  allowance.  If  the  standard 
amount  is  reasonable,  many  such  cases  are  likely  to  need  non  monetary  help. 
Availability  of  adequate  counseling  and  casework  services  is  ;*n  essential  pre- 
requisite for  helping  some  recipients  to  manage  on  their  welfare  income  and  to 
cope  with  their  dependent  status,  even  if  it  does  not  remove  people  from  the 
relief  rolls. 

So  long  as  we  retain  several  means-tested  programs,  further  simplification 
for  applicants,  recipients  and  administrators  could  be  assured  by  unifying  the 
definitions  of  income  and  resources,  where  possible.  Why  should  some  programs 
define  countable  earnings  by  deducting  Social  Security  and/or  income  taxes, 
and  others  not?  Why  do  some  allow  varying  deductions  tor  work  expenses  and 
others  nof  Should  we  not  adopt  Internal  Revenue  Service  definitions  of  in- 
come, thus  treating  the  dependent  population  like  all  other  mcome  receivers? 
Why  should  one  definition  of  income  apply  when  the  government  collects,  and 
another  when  it  pass  out? 

Greater  financial  responsibility  by  the  federal  government  is  an  obvious 
step,  preferably  in  the  form  of  federal  responsibility,  as  in  SSI  for  a  basic 
national  standard  with  uniform  eligibility  conditions  federally  administered. 
The  level  of  the  federal  standard  would  determine  whether  or  riot  the  federal 
tiovcrnmci.t  should  share  in  the  costs  of  any  state  supplementation.  Thus  the 
higher  the  federal  standard,  the  less  the  justification  N»r  federal  participation  in 
>tate  supplementation.  The  more  *c  can  reJiue  the  nHc  ni  the  shared  federal 
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and  state  program*  the  better,  for  this  will  reduce  the  state*'  need  to  conform 
to  mcreasJngty  numerous  and  complex  federal  rules  and  regulations. 


fmAmmuAUnkmmu.  The GaHTftn, nhniyh 

AH  these  steps  would  help.  But  the  welfare  system  has  some  funda- 
mental weaknesses  that  cannot  be  alleviated,  because  they  are  inherent  in  the 
^ry  principle  on  which  the  system  is  based.  1  have  termed  it  the  gap-jWmg 
That  is,  society  sets  s  target  income,  and  then  inn  to  fill  all  or  part 
of  the  sap  between  the  target  and  an  individual's  or  a  family's  resources.  But 
what  resources  should  be  taken  into  consideration?    Counting  everything 
especially 'earnings  and  savings,  clearly  discourages  work  end  savings.  Recogni- 
tion of  this  danger  has  led  to  increasing  utilization  of  "durrgsraV'-to  use  the 
Jwguage  of  social  welfare,  or  "the  tax  rate."  as  the  economists  would  say 
Thus  a  portion  of  earnings  is  disregarded  in  determining  eligibility.  But  how 
much?  A  low  disregard,  eg.,  allowing  the  applicant  to  "keep  for  nimsclf" 
only  25  percent  of  his  earnings  is  unlikely  to  stimulate  his  work  incentive. 
It  also  has  the  unfortunate  result  of  taxing  the  welfare  recipient  at  a  higher 
margmah rate-U..  75  percent-than  is  paid  by  the  wealthiest  income  receivers. 

On  the  other  hand,  a  high  disregard  has  the  disadvantage  of  greatly  in- 
cieasing  the  program's  cost.  It  raises  the  payments  made  to  the  existing  welfare 
population,  and  makes  people  with  higher  incomes  eligible  for  benefits.  Thus 

with  a  target  income  of  $5,000  for  a  family  of  four,  and  a  50  percent  disregard, 
those  with  earnings  of  up  to  $10,000  will  be  eligible  for  some  welfare  benefits. 

Tms  dikmnta,  also  faced  by  the  Negative  Income  Tax-in  principle  another 
gap-filling   program -has  not  been  resolved,  in  my  judgment  it  cannot  be. 

except  by  lowering  of  the  target  income,  whereupon  the  program  can  no  longer 

be  s  major  instrument  for  eliminating  poverty. 

Cap-filling  also  raises  difficult  questions  concerning  the  accounting 

period,  Is  eligibility  to  be  based  on  income  over  the  previous  year  or  quarter, 

or.  is  it  to  be  prospective  or  current  income?  All  have  disadvantages. 

But  above  all.  the  gap-filling  approach,  accompanied  by  all  these  dubious 

provwiom  to  protect  initiative,  involves  a  highly  undesirable  investigation  of 

the  personal  circumstances  of  millions  of  people . 


An  Alternative  Approach 

Looking  ahead  to  the  more  distant  future,  we  must  iccogni/.*  fatal  Haws 
m  the  gap-filling  approach  to  the  elimination  of  poverty,  nainelv  its  inability  to 
deal  with  the  problem  of  work  incentive  and  its  deta.lcd  investigation  of 
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individuals.  Let  us  be  clear  as  to  our  objectives.  We  need  a  system  that  (I) 
put*  money  in  people's  hands  when  they  need  it,  (2)  that  is  predictable  and 
dependable  in  the  amounts  provided  so  the  recipient  can  budget  his  expendi- 
tures, (3)  that  assists  the  working  poor,  (4)  that  does  not  require  detailed  investi- 
gation of  recipients'  personal  circumstances,  and  is  simple  to  administer,  (5) 
that  does  not  discourage  initiative,  and  (6)  that  treats  recipients  tax  wise  the  , 
same  as  all  other  income  receivers  are  treated  by  Internal  Revenue;  finally,  (7) 
that  offers  no  inducements  to  family  breakdown,  and  (8)  that  does  not  involve 
heavy  and  unequally  distributed  burdens  on  state  and  local  governments. 


A  System  of  Det&ogrants 

The  only  way  to  achieve  the  objectives  outlined  is  to  replace  the  present 
gap  -filling  programs  by  a  system  of  universal  taxable  demogrants.  The  demo- 
grant  is  a  system  for  distributing  benefits  to  people  on  the  basts  of  their  posses* 
swn  of  some  demographic  characteristic  such  as  being  above  or  below  some 
specified  age  or  being  a  member  of  a  country's  total  population.  Under  such  a 
system  a  flat  sum  (lower  for  children  than  for  adults)  would  be  payable  periodi- 
cally to  every  individual  regardless  of  resources  or  income.  At  the  end  of  each 
taxable  year  everyone  would  be  liable  to  income  tax  on  his  previous  year's 
income,  including  the  demogrant. 

Such  a  system,  whether  called  Demogrant,  or  National  income  Supple- 
ment, or  Cashable  Tax  Credit,  would  not  be  a  disincentive  to  working  and 
earning,  except  for  any  disincentive  felt  by  all  income  receivers  as  a  result  of  the 
general  tax  system.  There  would  be  no  discrimination  in  tax  rates  between  those 
whose  income  is  derived  partly  or  wholly  from  the  welfare  system,  and  alt  other 
earners.  Payments  would  be  made  on  an  individual,  not  a  family  basis,  removing 
inducements  for  family  break  up. 

Demogrants  would  assist  that  neglected  group,  the  workings  poor,  with- 
out forcing  them  to  become  "welfare  clients"  in  order  to  receive  needed  income 
supplementation.  Administrative  costs  would  be  reduced  to  a  minimum.  Taxes 
would  no  longer  be  coiiecled  by  welfare  authorities,  but  by  the  Internal  Revenue 
Service.  The  policy  question  of  how  much  people  should  contribute  towards 
the  costs  of  welfare,  as  of  all  other  governmental  services,  would  be  determined 
by  the  national  tax  system,  not  by  the  policies  of  numerous  welfare  systems. 
Above  all,  we  would  avoid  the  disgusting  spectacle  of  millions  of  people  having 
to  come  with  rent  receipts,  bank  books  and  other  records  in  hand,  to  prove  that 
they  are  indeed  poor  and  entitled  to  some  assistance, 

Some  may  object  that  much  of  the  demogrant  money  would  go  to 
people  who  are  already  above  the  target  income  level,  that  if  would  be  effi- 
cient/* in  the  economists*  terminology    This  would  he  minimized  by  making 
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the  damogiattt  taxable  at  part  of  total  Income,  and  by  setting  marginal  tax  ram 
mat  recoup  as  much  of  the  gram  from  higher  Income  receivers  as  was  desired 
*  lon*  ^ntocy"  may  be  the  price  we  must  pay  for  a  more 

daskaMe  program. 


..J*  course  *n»ptententaUon  of  a  demogrant  system  would  face  many 
pn*tems.  We  would  need  answers  to  such  poney  questions  as  the  level  of  the 
income  guarantee  the  amount  of  the  demogrant.  Should  it  be  a  nationally 
uniform  dollar  amount,  or  vary  by  regions  to  reflect  cost  of  living  differentials, 
or  by  metropolitan  or  non-metropolitan  areas  to  reflect  rent  differentials'* 
Should  the  new  policy  be  introduced  all  at  once?  Or  should  it  be  introduced 
perhaps  beginning  with  a  modest  initial  payment  followed  by 
fcnedufcd  increases  over  a  number  of  years?  Or  should  it  begin  with  a  demo- 
grant  for  the  aged,  or,  preferably  a  Children's  Allowance,  with  subsequent 
programmed  extension  to  aii  adults? 

There  would  be  problems  of  integrating  the  grant  with  existing  social 
insurance  programs,  notably  OASW.  And  such  a  system  would  cost  money. 
Of  course,  there  would  be  savings  on  existing  gap-filling  programs  like  welfare 
and  SSI,  and  indeed  on  OASW  if  the  latter  were  relieved  of  trying  to  assure  an 
adequate  minimum  income  to  the  poor.  Abolishing  dependents  exemptions 
m  the  income  tax  system  would  yield  further  savings.  Nevertheless  the  net 
cost  would  be  sizable,  and  would  necessardy  mvolvc  higher  taxes  for  receivers 
of  above-poverty  levels  of  income,  even  though  tbe.r  income,  would  also  be 
increased  by  the  amount  of  the  demogrant.  ie..  people  would  have  a  larger 
aicome  out  of  which  to  pay  highei  taxes.  In  any  event,  the  taxable  demogrant 
wouw  involve  some  measure  of  income  redistribution,  but  this  is  inevitable  if 
there  is  to  be  a  guaranteed  income  above  the  poverty  level 


An  Impossible  Dream? 


Is  tins  an  impossible  dream?  Perhaps  But  I  would  remind  sou  tuo 
things.  Hrvl.  u.  the  1920s  the  idea  that  ».ihu.  10  or  1 5  yea,,  the  I  n.led  State, 
»ould  install  an  extensive  and  complicated  federal  social  insurance  system 
seemed  like  an  idle  dream.  And  yet  it  happened  Second,  we  alreadv  u*  the 
lax  system  to  provide  additional  income  for  some  people.  j>  well  as' taking  it 
away  from  others.  The  cashable  tarnt.d  |,U,„IH.  (u.Jn  „  J  vjhuMc  pit,,,tk„t 
^illi  vj>(  pmaibiWiKrs  tor  extension 
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I  would  urge  those  who  are  interested  in  welfare  reform,  and  especially 
Chose  who  be  lie*?  m  the  concept  of  a  uoiver:*!  guarantee  of  minimum  income, 
to  begin  grappling  with  ways  and  means  of  implementing  the  taxable  demogrant 
rather  than  tinkering  with  an  unreformabk  gap-fiBing  welfare  system.  It  is  a 
challenging  task  that  cannot  be  performed  by  social  welfare  professionals  alone. 
The  many-dimensional  problems  of  social  welfare  extend  into  the  fields  of 
economists,  sociologists  and  political  scientists,  and  they  must  also  be  involved. 
Only  through  such  collaboration  can  we  hope  one  day  to  achieve  a  lasting 
"welfare  reform  " 


welfare; 

-The  Political  Economy 

of  Welfare  Refer* 
in  the  United  states 

(by  Martin  Anderson) 


THE  EFFECT  OF  WELFARE  ON  WORK 


Work  keeps  athay  three  grtit  oik : 
horedom,  vke.  and  need. 

Voltaire,  J  759 


Fifth  Thetk:  The  institution  of  a  guaranteed  income 
will  cause  a  substantial  reduction- perhaps  as  much  at 
jO  percent -in  the  work  effort  of  low-income  worker,. 
As  long  feared  by  the  public,  and  recently  con  firmed  by 
independent  research  studies,  such  a  massive  withdrawal 
from  the  work  force  would  have  the  most  profound  and 
far-reaching  social  and  economic  consequences  for  our 
society. 

One  of  the  mow  important  questions  that  should  be  asked  about 
any  radical  welfare  reform  plan  that  promises  to  guarantee  in- 
come* is:  What  effect  will  it  have  on  the  wort  effort  of  the  poor' 
Mo«  Americans  still  bdieve  very  strongly  in  the  work  ethic.  If 
millions  of  low-income  Americans  "retired"  from  the  labor  force 
to  live- on  their  income  guarantees,  then-  is  Utile  question  that 
intense  political  controversy  would  follow.  Those  receiving  the 
guarantee  could  become  a  powerful  political  force,  demanding 
and  getting  ever-increasing  benefits.  There  would  certainly  be 
some  negative  effect  on  the  economy  jf  large  numbers  of  people 
stopped  working  or  reduced  the  number  of  hours  they  worked. 
A  major  reduction  in  the  work  effort  of  the  km  - income  popu- 
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Ution  would  have  endless  ramifications-socially,  economically, 
and  politically- and  the  speculation  on  what  the  consequences  of 
these  ramifications  might  be  is  also  endless.  There  seems  to  be  little 
disagreement  with  the  proposition  that  any  substantial  reduction 
in  the  work  effort  of  the  low-income  population  would  pose  the 
danger  of  profound,  far-reaching  social  and  economic  conse- 
quences* There  is,  however,  a  great  deal  of  uncertainty  about 
whether  guaranteeing  incomes  would  really  cause  the  recipients 
to  stop  working  en  masse.  And  speculation  on  the  possible  conse- 
quences is  idle  unless  we  have  sufficient  reason  to  suspect  that  it 
might,  in  fact,  happen. 

Most  people  have  what,  to  them,  seems  a  common-sense  view 
of  a  guaranteed  income.  If  someone  has  the  option  of  working  or 
not  working  to  obtain  the  same  or  virtually  the  same  amount  ot 
income,  all  other  things  being  equal,  he  will  choose  not  to  work. 
In  some  cases,  of  course,  social  factors  such  as  the  work  ethic, 
pride,  and  what  his  neighbors  might  think  will  induce  him  to  keep 
on  working.  But  what  if  a  guaranteed  income  plan  should  become 
so  widespread  that  large  numbers  of  his  fellow  workers  in  the 
same  income  bracket  choose  not  to  work,  and  the  social  pressure 
directed  against  him  becomes  a  pressure  not  to  work?  In  recent 
years  we  h&ve  seen  such  a  change  in  our  existing  welfare  system. 
Partly  because  of  the  sharp  increase  in  the  number  of  people  on 
welfare,  and  partly  because  of  the  efforts  of  "welfare  rights" 
groups,  the  stigma  of  being  on  welfare  seems  to  have  been  sub- 
stantially attenuated.  Many  on  welfare  today  feel  no  compunc- 
tion whatsoever  about  receiving  it,  often  asserting  that  they  have 
a  right  to  it  Some  workers,  who  gain  great  psychological  satisfac- 
tion from  their  work,  may  choose  to  continue  what  they  are  doing 
in  spite  of  the  guarantee.  But  how  many  low-income  jobs  provide 
that  kind  of  psychological  satisfaction?  Without  actually  trying  a 
nationwide  guaranteed  income,  and  relying  on  what  we  know  (or 
what  we  think  we  know)  of  human  nature,  it  seems  reasonable 
to  assume  that  the  fears  of  large  numbers  of  people  quitting  work 
to  live  off  the  dole  are  not  unfounded,  and  that  such  a  possibility 
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^fraught  with  dangers  for  our  society.  As  Arthur  F.  Burns  has 
observed  in  regard  to  a  guaranteed  income,  "It  seems  inescapable 
that  more  and  more  people  would  make  the  purely  rational  deci- 
sion to  remain  idle  rather  than  work.  [There's  a  great  risk]  of  a 
corrosive  effect  on  moral  values  and  attitudes,  not  only  in  the  case 
of  recipient  adults  but  on  their  children  as  wcll.'M 

This  fear  is  not  new.  Centuries  ago  there  was  concern  that 
giving  money  to  the  poor  might  encourage  idleness.  As  Irwin 
Oarnnkd  noted  in  a  paper  prepared  for  the  use  of  the  Subcom- 
mittee on  Fiscal  Policy  of  the  Joint  Economic  Committee  in  1 974 
The  very  first  parliamentary  act  which  dealt  with  poverty  the 
Statute  of  Laborers  in  1349,  actually  forbade  private  alms-giv  ing 
to  the  able-bodied  poor.  The  rationale  was  that  such  aid  encour- 
aged idleness  and  other  supposedly  related  moral  vices.*"  Over 
six  centuries  have  passed  and  many  things  about  welfare  have 
changed,  but  the  bask  concern  about  man's  inclination  to  work 
when  given  the  alternative  of  a  substantial  income  guarantee  is 
still  with  us. 

We  know  that  if  we  increase  the  effective  rax  rate  closer  and 
closer  to  100  percent,  a  person's  incentive  to  work  is  diminished 
At  i00  percent  he  gets  nothing  but  whatever  psychological  plea- 
sure there  is  in  the  work.  Conceivably,  under  certain  circum- 
stances he  might  continue  to  work  as  the  rate  surpassed  100  per- 
cent. But  this  would  be  an  unusual  case. 

What  happens  when  a  person  is  guaranteed  the  same  amount 
of  income,  or  some  amount  close  to  it,  whether  he  works  or  not' 
\  pTWn'  we  wou,d  «F**t  that  as  the  amount  he  received  moved 
closer  and  closer  to  the  amount  he  would  receive  if  he  worked  he 
Mould  work  less  and  less.  If  the  amount  of  guaranteed  income 
surpassed  the  amount  he  could  earn  by  working,  the  disinclination 
to  work  would  be  even  greater.  The  higher  the  guarantee  relative 
to  the  amount  he  could  earn  by  working,  the  less  inclined  the 
person  would  be  to  work  -  except,  of  course,  for  the  psychological 
benefits  involved. 

The  effect  of  increased  income  on  a  person's  work  effort  has 
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been  studied  intensely  by  economists  for  many  years,  and  among; 
them  there  is  almost  unanimous  theoretical  agreement  that  a 
guaranteed  income  would  cause  significant  numbers  of  people  to 
cease  working  or  reduce  the  number  of  hours  worked.  "Econo- 
mists assume  that,  other  things  being  equal,  an  individual  would 
rather  use  his  time  for  a  nonmarket  activity  such  as  leisure  than 

for  market  work  Increases  in  income  will  lead  to  decreases 

in  market  work.  Thus,  guarantees  in  income  transfer  programs 
lead  to  reductions  in  labor  supply.  Moreover,  the  larger  the  guar- 
antee, the  greater  the  capacity  of  the  individual  to  afford  to  work 
less,  and  hence,  the  greater  the  reduction  in  market  work.'" 

But  this,  of  course,  is  theory.  And  no  matter  how  convinced 
we  may  be  in  our  own  minds  that  many  people  would  gladly  swap 
the  cacophony  of  an  alarm  clock  at  7  o'clock  every  morning  and 
the  necessity  of  doing  what  someone  else  wants  them  to  do  forty 
hours  a  week,  fifty  weeks  a  year,  for  a  leisurely  rising  time  and  the 
freedom  to  pursue  their  personal  interests,  we  are  still  not  com- 
pletely sure  what  would  happen  if  a  real  guaranteed  income 
should  come  to  the  United  States. 

Advocates  of  a  guaranteed  income  themselves  have  few 
qualms  about  the  possible  adverse  affects  on  our  society.  Com- 
menting on  the  psychological  aspects  of  a  guaranteed  income, 
psychologist  Erich  Fromm,  an  ardent  advocate  of  such  a  plan, 
acknowledges  that  "the  most  obvious  question  is  whether  a  guar- 
anteed income  would  not  reduce  the  incentive  to  work,"  but  then 
quickly  lays  this  concern  to  rest  as  he  continues,  "Man.  by  nature, 
is  not  lazy,  but  on  the  contrary,  suffers  from  the  results  of  inactiv- 
ity. People  might  prefer  not  to  work  for  one  or  two  months,  but 

the  vast  majority  would  beg  to  work  Misuse  of  the  guarantee 

would  disappear  after  a  short  time,  just  as  people  would  not  over- 
eat on  sweets  after  a  couple  of  weeks,  assuming  they  would  not 
have  to  pay  for  them."4 

In  spite  of  such  enthusiastic  professional  opinion,  a  few  nag 
ging  doubts  do  remain.  Have  the  economists  been  wrong  in  their 
theory  all  these  years?  Are  the  common-sense  instincts  of  the 
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average  American  in  error?  Will  a  large  segment  of  our  society 
perhaps  as  many  as  30  or  40  million  people,  now  on  welfare  or 
earning  relatively  low  incomes  proceed  much  as  they  did  before 
they  discovered  that  a  reasonably  high  level  of  income  is  guaran- 

SSC^1^ or  ™?  ^ wi" thcy  *op  *orking  in 

As  with  all  social  policy  there  is  no  sure  answer.  There  is  no 
foolproof  way  to  know  what  the  social  and  economic  consequences 
of  a  new,  radical  social  welfare  plan  will  be  until  many  years  after 
we  uTiplemem  it.  When  the  military  draft  was  ended  by  President 

w£  ?  **  many  pCOfAc  fearcd  **  WT  mi«»ary  strength 
would  be  sharply  reduced  as  both  the  number  and  the  quality  of 
recruits  dropped.  They  also  predicted  an  all-black  army,  an  army 
composed  of  the  children  of  the  poor,  or  one  made  up  of  the  misfits 
of  our  society.  Fortunately,  their  predictions  were  wrong.  When 
a  national  urban  renewal  program  began  back  in  1949.  manv 
scholars  politicians,  and  social  commentator*  confidently  pre- 
dieted  the  rebirth  of  our  nation's  cities.  But  no  one  predicted  that 
urban  renewal  would  scarcely  renew  a  city  block,  let  alone  a  citv 
that  it  would  worsen  housing  conditions  for  the  very  people  it  set 

°"Lt0J  £  tht"  h  H°UId  destr°y  four  homc*<  ™*<  oi  them  occu- 
pied by  blacks,  for  every  home  it  built-most  of  them  to  be 
occupied  by  middle-  and  upper-income  whites. 

In  the  case  of  the  guaranteed  income,  we  are  more  fortunate 
During  the  last  decade  or  so  an  impressive  body  of  data  has  been 
painstakingly  accumulated  by  scholars  and  governments  analysts 
that  allows  us  to  predict  what  will  happen  as  a  consequence  of  , 
guaranteed  .ncomc  with  far  more  confidence  than  we  hav  e  been 
able  to  predict  the  results  of  other  social  policies  in  the  past 
These  studies  concern  the  behavior  of  people,  in  particular  wel- 
fare rec.p.ents  and  low-income  workers,  under  conditions  that 
simulate  to  some  decree  the  conditions  that  would  exist  under  , 
guaranteed  , ncomc.  Individually,  their  results  an-  rather  te  ntativ  e 
and  inconclusive  Taken  together,  their  findings  are  inescapablv 
clear  and  alarminty. 
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If  we  look  fa,  enough  back  in  the  dusty  history  books,  there 
is  one  classic  example  of  what  did  happen  when  an  industrialized 
society  tried  a  guaranteed  income.  To  be  sure,  the  experience  is 
not  totally  transferable  as  it  took  place  in  England  during  the 
early  nineteenth  century,  and  many  aspects  of  the  English  econ- 
omy were  quite  different  from  that  of  the  United  States  in  the 
twentieth  century.  But  it  did  happen,  and  it  is  the  only  example 
of  such  a  policy  being  applied  in  an  English-speaking,  industrial- 
ized country  similar  to  our  own.  The  history  lesson  is  disquieting 

The  following  excerpt  on  the  history  of  the  Speenhamland 
Law,  which  was  in  effect  in  England  from  1795  to  1834.  is  taken 
from  Karl  Polanyi's  well-known  historical  work,  The  Great 
Transformation. 

. . .  The  justices  of  Berkshire,  meeting  at  the  Pclikan  Inn. 
in  Speenhamland,  near  Newbury,  on  May  6,  1793,  in  time  of 
great  distress,  decided  that  subsidies  in  aid  of  wages  should 
be  granted  in  accordance  with  a  scale  dependent  upon  the 
price  of  bread,  so  that  a  minimum  income  should  be  assured 
to  the  poor  irrespective  of  their  earnings. 

The  magistrates'  famous  recommendation  ran :  When 
the  gallon  loaf  of  bread  of  definite  quality  "shall  cost  1  shil- 
ling, then  every  poor  and  industrious  person  shall  have  fcr  his 
support  3  shillings  weekly,  cither  procured  by  his  own  or  his 
family's  labor,  or  an  allowance  from  the  poor  rates,  and  for 
the  support  of  bis  wife  and  every  other  of  his  family.  1  shil- 
ling, 6  pence;  when  the  gallon  loaf  shall  cost  1/6.  then  4  shil- 
lings weekly,  plus  1/10;  on  every  pence, which  the  broad 
prices  raises  above  1  shilling  he  shall  have  3  pence  for  him- 
self and  1  pence  for  the  others."  The  figures  varied  some- 
what in  various  counties,  but  in  most  cases  the  Speenham- 
land scale  was  adopted.  This  was  meant  as  an  emerueiicy 
measure,  and  was  informally  introduced.  Although  com- 
monly called  a  law,  the  scale  itself  was  never  enacted. 
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Yet  very  soon  it  became  the  law  of  the  land  over  most  of 
the  countryside,  and  later  even  in  a  number  of  manufacturing 
districts;  actually  it  introduced  no  less  a  social  and  economic 
innovation  than  the  "right  to  live,''  and  until  abolished  in 
1834,  it  effectively  prevented  the  establishment  of  a  competi- 
tive labor  market.  Two  years  earlier,  in  1832,  the  middle  class 
had  forced  its  way  to  power,  partly  in  order  to  remove  this 
obstacle  to  the  new  capitalistic  economy.  Indeed,  nothing 
could  be  more  obvious  than  that  the  wage  system  impera- 
tively demanded  the  withdrawal  of  the  "right  to  live"  as 
proclaimed  in  Speenhamland- under  the  new  regime  of  the 
economic  man,  nobody  would  work  for  a  wage  if  he  could 
make  a  living  by  doing  nothing. 

Another  feature  of  the  reversal  of  the  Speenhamland 
method  was  less  obvious  to  most  nineteenth  century  writers, 
namely,  that  the  wage  system  had  to  be  made  universal  in  the 
interest  also  of  the  wage  earners  themselves,  even  though  this 
meant  depriving  them  of  their  legal  claim  to  subsistence.  The 
"right  to  live"  had  proved  a  deathtrap. 

The  paradox  was  merely  apparent.  Allegedly,  Speen- 
hamland meant  that  the  Poor  Law  was  to  be  administered 
liberally-actually,  it  was  turned  into  the  opposite  of  its  origi- 
nal intent.  Under  Elizabethan  Law  the  poor  were  forced  to 
work  at  whatever  wages  they  could  get  and  only  those  who 
could  obtain  no  work  were  entitled  to  relief;  relief  in  aid  of 
wages  was  neither  intended  nor  given.  Under  the  Speenham- 
land Law  a  man  was  relieved  even  if  he  was  in  employment, 
as  long  as  his  wages  amounted  to  less  than  the  family  income 
granted  him  by  the  scale. 

Hence,  no  laborer  had  any  material  interest  in  satisfying 
his  employer,  his  income  being  the  same  whatever  wages  he 
earned;  this  uas  different  only  in  the  case  standard  wat?es. 
i.e..  the  wages  actually  paid,  exceeded  the  scale,  an  occur- 
rence which  was  not  the  rule  in  the  countryside  since  the 
employer  could  obtain  labor  at  almost  any  wages;  however 
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little  he  paid,  the  subsidy  from  the  rates  brought  the  workers* 
income  up  to  scale. 

Within  a  few  years  the  productivity  of  labor  began  to 
sink  to  that  of  pauper  labor,  thus  prov  iding  an  added  reason 
for  em,  !  ycrs  not  to  raise  wages  above  the  scale.  For,  once 
the  intensity  of  labor,  the  care  and  efficiency  with  which  it 
was  performed,  dropped  below  a  definite  level,  it  became 
indistinguishable  from  "boondoggling  *  or  the  semblance  of 
work  maintained  for  the  sake  of  appearances.  Though  in 
principle  work  was  still  enforced,  in  practice  outdoor  relief 
became  general  ami  even  when  relief  was  administered  in 
the  poorhouse  the  enforced  occupation  of  the  inmates  now 
hardly  deserved  the  name  of  work.  This  amounted  to  the 
abandonment  of  Tudor  legislation  not  for  the  sake  of  less  but 
of  more  patcfnalism.  The  extension  of  outdoor  relief,  the 
introduction  of  aid-in-Wages  supplemented  by  separate  allow- 
ances for  wife  and  children,  each  item  rising  and  falling  with 
the  bread  price,  meant  a  dramatic  re-entry  in  regard  to  labor 
of  that  same  regulative  principle  that  was  being  rapidly 
eliminated  in  regard  to  industrial  life  as  a  whole. 

No  measure  was  ever  more  universally  popular.  Parents 
were  free  of  the  care  of  their  children,  and  children  were 
no  more  dependent  upon  parents;  employers  could  reduce 
wages  at  will  and  laborers  were  safe  from  hunger  whether 
they  were  busy  or  slacH ;  humanitarians  applauded  the  meas- 
ure as  an  act  of  mercy  even  though  *iot  of  justice  and  the  sel- 
fish gladly  consoled  themselves  with  the  thought  that  though 
it  w<*s  merciful  at  least  it  was  riot  liberal ;  and  even  ratepayers 
[taxpayers]  were  slow  to  realize  what  would  happen  to  the 
rates  under  a  system  which  proclaimed  the  "right  to  live ' 
whether  a  man  earned  a  Jiving  wage  or  not. 

In  the  long  run  the  reAilt  was  ghastly.  Although  it  took 
some  time  till  the  self-respect  of  the  common  man  sank  to  the 
low  point  where  he  preferred  poor  rdief  to  wacjrs,  his  wages 
which  were  subsidized  from  public  funds  were  bound  rvrn- 
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tually  to  be  bottomless,  and  to  force  him  upon  the  rates 

Little  by  little  the  people  of  the  countryside  were  pau- 
perized ;  the  adage,  '  once  upon  the  rates,  always  on  the  rates" 
was  a  true  saying.  But  for  the  protracted  effects  of  the  allow- 
ance  system,  it  would  be  impossible  to  explain  the  human 
and  social  degradation  of  early  capitalism. 

The  Spcenhamland  episode  revealed  to  the  people  of 
the  leading  country  of  the  century  the  true  nature  of  the 
social  adventure  on  wrhich  they  were  embarking.  Neither  the 
<  <  •>  ,r  the  ruled  ever  forgot  the  lessons  of  that  fool's  para- 

T\  /f^0™  m  °f  1832  3nd  the  Poor  ^  .Amend- 
mentof  1834  were  commonly  regarded  as  the  starting  point 

rll^  ^  T[  PUt  *«  ^ Tthe 

rule  of  the  benevo^t  landlord  and  his  allowance  system 
I  he  attempt  to  create  a  capitalUtk  order  without  a  labor 
market  had  faded  disastrously.  The  laws  governing  such  an 
order  had  asserted  themselves  and  manifested  their  radical 
antagonism  to  the  principle  of  paternalism.  The  rigor  of  these 
laws  had  become  apparent  and  their  violation  had  been 
cruelly  visited  upon  those  who  had  disobeyed  them 

L'nder  Spcenhamland  society  was  rent  by  two  opposing 
influences  the  one  emanating  from  paternalism  and  protect- 
ing labor  from  the  dangers  of  the  market  system,  the  other 
organizing  the  elements  of  production,  including  land  under 
a  market  system,  and  thus  divesting  the  common  people  of 
the:,  ormer  status,  compelling  them  to  gain  a  living  by  offer- 
■  .eir  labor  or  sale,  while  at  the  same  time  depriving  their 
•oor  of  ,ts  market  value.  A  new  class  of  employers  was  being 
created,  but  no  corresponding  class  of  employees  could  con 
ticute  itsc".  A  new  g.gantic  wave  of  enclosures  was  mobiliz- 
ing he  land  and  producing  a  rural  proletariat,  while  the 
maladministration  of  the  Pcor  Law "  precluaed  them  from 
gaining  a  living  by  their  labor. 

No  wonder  that  the  contemporaries  uere  appalled  at 
the  seeming  contradiction  of  an  almost  miraculous  increase 


453 


448 


in  production  accompanied  by  a  near  starvation  of  the 
masses.  By  1834,  there  was  a  general  conviction-with  many 
thinking  people  a  passionately  held  conviction- that  anything 
was  preferable  to  the  continuance  of  Specnhamland.  Either 
machines  had  to  be  demolished,  as  the  Luddites  had  tried  to 
do,  or  a  regular  labor  market  had  to  be  created.  Thus  was 
mankind  forced  into  the  paths  of  a  Utopian  experiment. 

...  On  the  face  of  it  the  "right  to  live"  should  have 
stopped  wage  labor  altogether  Standard  wages  should  have 
gradually  dropped  to  zero,  thus  putting  the  actual  wage  bill 
wholly  on  the  parish,  a  procedure  which  would  have  made 
the  absurdity  of  the  arrangement  manifest.  But  this  was  an 
essentially  precapitalist ic  age,  when  the  common  people  were 
still  traditionally  minded,  and  far  from  being  directed  in 
their  behavior  by  monetary  motives  atone.  The  great  major- 
ity of  the  countryfolk  were  occupier-owners  or  lifcholders, 
who  preferred  any  kind  of  existence  to  the  status  of  a  pauper, 
even  if  it  was  not  deliberately  burdened  by  irksome  or  igno- 
minious disabilities,  as  subsequently  happened.  If  laborers 
had  been  free  to  combine  for  the  furtherance  of  their  inter- 
ests, the  allowance  system  might,  of  course,  have  had  a  con- 
trary effect  on  standard  wages:  for  trade  union  action  would 
have  been  greatly  helped  by  the  relief  of  the  unemployed 
implied  in  so  liberal  an  administration  of  the  Poor  Law.  That 
was  presumably  one  of  the  reasons  for  the  unjust  Anti- 
Combination  Laws  of  1799-1800,  which  would  be  otherwise 
hardly  explicable  since  the  Berkshire  magistrates  and  mem- 
bers of  Parliament  were  both,  on  the  whole,  concerned  about 
the  economic  condition  of  the  poor,  and  after  1 797  unrest 
had  subsided.  Indeed,  it  might  be  argued  that  the  paternal- 
istic intervention  of  Speenhamland  called  forth  the  Anti- 
Combination  Laws,  a  further  intervention,  but  for  which 
Speenhamland  might  have  had  the  effect  of  raising  wages 
instead  of  depressing  them  as  it  actually  did.  In  conjunction 
with  the  Anti-Combination  Laws,  which  were  not  revoked 
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for  another  quarter  century,  Spcenhamland  led  to  the  ironi- 
cal result  that  the  financially  implemented  'right  to  live" 
eventually  ruined  the  people  whom  it  was  ostensibly  designed 
to  succor. 

To  later  generations  nothing  could  have  been  more 
patent  than  the  mutual  incompatibility  of  institutions  like 
the  wage  system  and  the  "right  to  live,"  or,  in  other  words, 
than  the  impossibility  of  a  functioning  capitalistic  order  as 
long  as  wages  were  subsidized  from  public  funds.  But  the 
contemporaries  did  not  comprehend  the  order  for  which  they 
were  preparing  the  way.  Only  when  a  grave  deterioration  of 
the  productive  capacity  of  the  masses  resultcd-a  veritable 
natronal  calamity  which  was  obstructing  the  progress  of 
machine  civilization  did  the  necessity  of  abolishing  the 
unconditional  right  of  the  poor  to  relief  impose  itself  upon 
the  consciousness  of  the  community.  The  complicated  eco- 
nomics of  Spcenhamland  transcended  the  comprehension  of 
even  the  most  expert  observers  of  the  time ;  but  the  conclusion 
appeared  only  the  more  compelling  that  aid-in-wage$  must 
be  inherently  vicious,  since  it  miraculously  injured  even  those 
who  received  it. 

The  pitfalls  of  the  market  system  were  not  readily 
apparent.  To  realize  this  clearly  we  must  distinguish  between 
the  various  vicissitudes  to  which  the  laboring  people  wrrc 
exposed  in  England  since  the  coming  of  the  machine;  first 
those  of  the  Spcenhamland  period,  1795  to  1834;  second  the 
hardships  caused  by  the  Poor  Law  Reform,  in  the  decade 
following  1834 ;  third,  the  deleterious  effects  of  a  competitive 
labor  market  after  1834.  until  in  the  I870*s  the  recognition  of 
the  trade  unions  offered  sufficient  protection.  Chronologi- 
cally, Specnhamland  antedated  market  economy;  the  decade 
of  the  Poor  Law  Reform  Act  was  a  transition  to  that  econ- 
omy. The  last  period  overlapping  the  former-was  that  of 
market  economy  proper.  The  three  periods  differed  sharply. 
.Spcenhamland  was  designed  to  prevent  the  proletariat- 
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outcome  was  merely  the  pauperization  of  the  masses,  who 
almost  lost  their  human  shape  in  the  process,* 


In  more  recent  times  there  have  been  three  major  types  of 
research  studies  that  attempt  to  estimate  the  effect  of  radical  wel- 
fare reform  plans  on  the  work  effort  of  the  poor  and  the  near-poor. 
The  first  type  b  based  on  an  analysis  of  existing  welfare  programs, 
of  how  people  now  welfare  have  changed,  or  not  changed,  their 
attitude  toward  work.  The  second  type,  called  the  "crow-section" 
study,  is  essentially  an  economic  and  statistical  analysis  of  large 
quantities  of  survey  data  showing  how  people  tend  to  behave 
when  faced  with  cash  transfer  payments  and  increasingly  high 
marginal  tax  rates.  The  third  type  is  composed  of  a  scries  of  direct 
experiments  in  which  selected  families  were  "given"  a  form  of  a 
guaranteed  income  and  their  actions  were  closely  observed  and 
analyzed.  All  three  types  of  studies  have  the  same  goal :  to  judge 
the  effect  of  guaranteed  welfare  payments  on  the  work  effort  of 
those  who  would  receive  them. 

The  first  group  of  studies  focused  on  the  work  effort  of 
mothers  in  the  AFDC  program.  In  the  late  1960s  Leonard  Haus- 
man,  a  professor  of  economics  and  social  policy  at  Brandeis  Uni- 
versity, analyzed  a  survey  of  50,000  AFDC  families  taken  in  late 
1967,  A  goldmine  of  economic  and  social  data,  it  included  infor- 
mation on  the  earned  income,  welfare  payments,  and  hours  of 
work  for  AFDC  mothers  in  all  fifty  states.  Choosing  three  states  - 
Alabama,  Kentucky,  and  Mississippi -that  '  guaranteed  different 
levels  of  income  in  the  absence  of  non-welfare  income."  Hausman 
developed  an  economic  model  that  would  allow  him  to  make 
"estimates  of  the  impact  of  alternative  implicit  tax  rate  and 
guarantee  levels  embodied  in  a  new  income  maintenance  program 
on  the  work  effort  of  female-heads  of  poor  families.  *1 

Hausman's  findings  are  clear.  He  found  that  an  increase  in 
the  monthly  AFDC  payment  from  $82  to  $162  caused  a  decline  of 


456 


451 


over  36  percent  in  the  market  work  effort  of  these  female-headed 
welfare  families.  In  his  conclusions  he  comments  that,  "if  they 
[AFDC  mothers!  can  reach  income  targets  with  less  work  effort, 
they  will  reduce  that  effort -something  that  is  not  implausible  for 
mothers  of  young  children."*  In  a  1974  paper  for  the  Joint  Eco- 
nomic Committee,  Irwin  Garfinkcl  of  the  Institute  for  Research 
on  Poverty  at  the  University  of  Wisconsin  commented  further  on 
the  implications  of  Hausman's  research  results:  "If  extrapolated, 
his  estimates  suggest  that  a  $  1,000  increase  in  the  guarantee  would 
lead  to  a  40-percent  decrease  in  employment  rates,  while  a  10- 
pcrccnt  increase  in  the  benefit-loss  rate  [welfare  tax  rate]  would 
lead  to  a  4-pcrcent  decrease  in  employment  rates."* 

A  second  study  of  the  effect  of  welfare  on  the  work  effort  of 
AFDC  mothers  was  conducted  by  Larry  Orr  and  Irwin  Garfinkcl. 
Their  results  were  similar,  though  not  as  alarmingly  high.  Thev 
found  that  "on  average  the  employment  rates  of  AFDC  mothers 
decreased  by  about  4.5  percent  as  the  annual  guarantee  increased 
by  $1,000  ,  .  [and]  that  a  $1,000  increase  in  the  guarantee  had  a 
larger  effect  the  smaller  the  initial  guarantee.  An  increase  from  a 
$500  guarantee  to  a  $1,500  guarantee,  for  example,  led  to  a 
decrease  in  employment  rates  of  about  14  percent.""' 

There  is  no  question  about  the  results  of  welfare  programs 
on  the  market  work  effort  of  welfare  mothers.  The  higher  the 
welfare  payment  is  relative  to  what  welfare  mothers  could  earn 
by  working  outside  the  home,  the  less  likely  they  are  to  work. 
And  the  higher  the  welfare  tax  imposed  on  those  earnings,  the  less 
likely  they  are  to  work.  In  these  welfare  studies,  "the  empirical 
evidence  uniformly  suggests  that  the  labor  supply  of  female  heads 
of  households,  like  that  of  wives,  is  highly  responsive  both  to  the 
amounts  of  income  that  they  get  from  sources  other  than  employ- 
ment and  to  the  net  monetary  rewards  that  .hey  can  get  from 
working.""  In  other  words,  female  heads  of  households  will  sub- 
stantially reduce  the  amount  of  market  work  they  do  if  thry  are 
guaranteed  an  income  in  the  range  envisaged  by  any  of  the  radical 
welfare  reform  plans  now  being  discussed.  This  effect  will  be 
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exacerbated  if  the  plan  also  imposts  a  high  welfare  tax  on  any 
earned  income. 

Of  even  greater  interest  than  the  work  response  of  welfare- 
mothers  is  the  question  of  what  would  happen  to  the  work  effort 
of  millions  of  low-income  male  workers,  most  of  them  not  now  on 
welfare,  if  they  became  eligible  for  some  form  of  a  guaranteed 
income.  The  second  group  of  studies,  those  based  on  the  economic 
and  statistical  analysis  of  survey  data,  focused  on  possible  changes 
in  the  work  effort  of  such  men-  In  recent  years  there  have  been  at 
least  a  dozen  such  studies,  including  eight  major  ones  by  distin- 
guished economists  from  leading  universities  and  research  institu- 
tions and  from  the  federal  government. 

Since  all  economic  studies  of  this  kind  are  based  on  aggregate 
statistical  data  and  are  concerned  with  trying  to  predict  the  eco- 
nomic behavior  of  man,  they  are  inherently  imprecise.  Neverthe- 
less, the  unanimity  and  consistency  of  the  research  findings  of 
these  eight  studies  allow  us  to  place  a  great  deal  of  confidence  in 
their  conclusions- not  for  making  precise  quantitative  predictions, 
but  rather  for  estimating  the  direction  and  order  of  magnitude  of 
changes  in  the  work  effort  of  low-income  men  that  are  likely  to 
take  place  if  they  become  eligible  for  a  guaranteed  income. 

Each  of  these  studies  produced  evidence  that  husbands  with 
family  responsibilities  would  substantially  reduce  their  work  effort 
if  they  were  to  participate  in  a  radical  welfare  reform  pfan  that 
would  guarantee  them  a  basic  income.  The  higher  the  guaranteed 
income,  the  more  the  men  would  reduce  their  work  effort.  The 
higher  the  welfare  tax  rate  on  earned  income,  the  more  they 
would  reduce  their  work  effort.  While  the  estimated,  degree  by 
which  they  would  reduce  their  work  effort  either  by  quitting 
their  jobs  or  by  reducing  the  number  of  hours  worked  varied 
from  study  to  study,  every  study  concluded  that  the  reduction 
would  be  significant.* 

*  The  average  total-imome  elastic  it>  (.titillated  for  the  riyht  studies  is 
approximately  -U.JO  with  a  standard  de\i.ition  of  0.11!.  The  airfare 
substitution  cLvstuity  is  +U.J7  uilh  a  standard  dmatw m  **i  U  2M. 
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in  one  of  the  studies,  Creenberg  and  Kosters  simulated  what 

President  Nixon s  Fam.ly  Assistance  Plan  were  implemented. 
They  concluded  that  married  male  heads  of  participating  families 
would  substantially  reduce  their  work  effort.  Even  though  they 
used  a  relatively  low  income  guarantee  of  only  $3,500  for  a  family 
of  four,  and  a  welfare  tax  rate  of  75  percent,  it  was  still  estimated 
that  working  men  with  family  responsibilu.es  would  reduce  the 
number  of  hours  they  worked  by  29  percenf'-or,  looking  at  it 
another  way,  take  the  equivalent  of  fifteen  additional  weeks  of 

ST  y?r;  A  h*her  mcome  grantee  of  $5,000  or 

$6,000  a  year,  which  would  probably  be  necessary  to  make  a 
guaranteed  income  politically  feasible,  would  imply  a  substan- 
tially  greater  reduction  in  work  effort. 

In  a  later,  unpublished  study,  "Labor  Supply  and  the  NW 
tive  Income  Tax,  Kalachek  and  Raines  used  the  statistical  results 
of  their  earlier  study  to  develop  an  economic  model  that  would 
simulate  the  effects  of  a  guaranteed  income  with  a  $2,400  annual 
guarantee  for  a  fam.ly  of  four  and  a  welfare  tax  rate  of  50  percent 
Even  using  these  unrealistically  low  levels  of  income  guarantees 
and  tax  rates,  they  predicted  that  the  implementation  of  such  a 
plan  wouW  produce  a  46- percent  reduction  in  the  labor  supply 
of  the  eligible  population.  (Male  family  members  would  reduce 
their  labor  supply  by  37  percent.)"" 

The  findings  of  these  analytical  studies  with  regard  to  the 
effect  that  a  guaranteed  income  would  probably  have  on  the  work 
effort  of  men  with  family  responsibilities  are  disturbing -especially 
the  economic  simulations  that  suggest  massive  reductions  in  work 
effort  when  only  very  low  levels  of  guarantees  are  implemented 
There  ts  little  doubt  that  male  heads  of  families  will  reduce  their 
work  effort  if  a  <uarantecd  income  is  introduced.  The  only  re- 
maining question  is  how  much.  If  the  reduction  in  work  effort 
rven  beK«ns  to  approach  the  levels  suggested  by  the  analyses  dc- 
wloped  by  (ireenbeiK  and  Koste.s  J(,d  by  Kalachek  and  Raines 
the  potential  for  social  disaster  is  large. 
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The  last  group  of  studies  involves  direct  social  experimenta- 
tion with  actual  people.  The  basic  idea  is  to  identify  a  relatively 
large  group  of  people  (large  enough  for  the  results  to  be  "statisti- 
cally significant'  )  whose  members  share  many  of  the  same  eco- 
nomic and  social  characteristics-such  as  age,  income,  education, 
ami  size  and  type  of  family.  The  selected  group  is  then  divided 
into  two  parts :  the  "controT  group  and  the  "experimental"  group. 
The  members  of  the  control  group  are  theoretically  allowed  to 
continue  what  they  were  doing  before  the  experiment  started, 
whereas  those  in  the  experimental  group  live  under  a  set  of  delib- 
erately varied  conditions.  In  the  case  of  the  guaranteed  income 
experiments,  as  they  came  to  be  known,  members  of  the  experi- 
mental group  were  guaranteed  a  certain  amount  of  income  for  a 
fixed  period  of  time,  whether  they  worked  or  not.  To  simulate 
the  diverse  conditions  that  might  exist  under  a  real  guaranteed 
income  plan,  the  amount  of  the  income  guarantee  was  varied,  as 
was  the  size  of  the  welfare  tax  rate  that  applied  to  any  earnings 
members  of  the  experimental  group  might  have. 

The  most  highly  publicized  guaranteed  income  experiment 
was  the  New  Jersey  Income  Maintenance  Experiment,  Started 
in  August,  1969,  and  lasting  for  approximately  three  years,  it  was 
the  first  large-scale  social  experiment  conducted  in  the  United 
States,  The  total  cost  of  the  experiment  was  $7.8  million.  Of  this 
amount,  30  percent  went  to  the  recipients  and  70  percent  went  to 
Mathematical  and  the  University  of  Wisconsin,  the  two  organiza- 
tions that  administered  the  study  and  conducted  the  research,15 
Participating  in  the  project  were  1,357  households-  725  in  the 
experimental  group  and  632  in  the  control  group.  The  partici- 
pants came  from  five  cities-four  in  New  Jersey  and  one  in  Penn- 
sylvania, The  families  selected  had  to  have  at  least  one  male 
between  the  ages  of  eighteen  and  fifty-eight  who  could  work  and 
the  families'  income  had  to  be  less  than  150  percent  of  the  poverty 
level  at  the  beginning  of  the  experiment.  The  maximum  income 
guarantee  ranged  from  50  percent  to  125  percent  of  the  poverty 
level,  and  the  experimental  welfare  tax  rates  runted  from  30  to 
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70  percent.**  There  was  no  requirement  to  work  in  order  to  qualify 
for  the  benefits,  although  it  was  necessary  to  fill  out  numerous 
reports. 

The  New  Jersey  guaranteed  income  experiment  quickly 
became  controversial.  From  the  beginning  the  entire  project  had 
been  somewhat  suspect  as  being  a  vehicle  by  which  some  OEO 
and  HEW  bureaucrats  could  develop  "evidence"  for  the  radical 
welfare  reform  plans  they  had  been  trying  to  seU  to  President 
Johnson  since  1965.  According  to  David  Kershaw,  who  was  the 
field  director  of  the  New  Jersey  experiment,  "OEO  had  advo- 
cated a  national  negative-income-tax  program  in  1965,  had  been 
unable  to  persuade  the  President  to  introduce  the  legislation,  and, 
therefore,  had  decided  to  fund  a  project  designed  to  produce  hard 
evidence  as  to  its  feasibility.  This  evidence,  it  was  assumed,  could 
-  <hcn  be  used  to  persuade  politicians  and  the  American  public  that 
a  negative  income  tax  would  be  good  social  policy.'"7  And  when  it 
became  clear  that  the  experiment  would  be  "sponsored,  designed 
and  even  administered  by  'believers'  in""  a  guaranteed  income, 
the  skepticism  grew. 

The  conviction  that  the  experiment  was  designed  to  come 
up  with  a  predetermined  conclusion  that  would  develop  political 
support  for  a  guaranteed  income  became  widespread.  As  Henry 
Aaron  has  noted  in  a  rather  devastating  critique  of  the  validity 
of  the  experiment  "The  experiment  originated  because  advocates 
of  large-scale  income  support  for  poor  intact  families  realized  that 
propects  for  such  aid  were  meager  unless  it  could  be  shown  that 
the  recipients  would  not  stop  working  en  masse.  The  primary 
motivation  for  the  experiment,  therefore,  was  political,  and  it 
was  for  political  purposes  (hat  the  Office  of  Economic  Opportun- 
ity agreed  to  spend  $8  million." 

An  unlucky  thing  happened  to  the  experiment  during  its 
second  year:  it  was  overtaken  by  a  roiling  national  debate  on 
Nixon's  Family  Assistance  Plan.  The  proponents  of  FAP  badlv 
needed  some  solid  evidence  to  support  their  claim  that  the  radical 
welfare  reform  plan  they  were  proposing  would  not  seriously 
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hinder  the  work  effort  of  the  poor,  if  at  all  The  experiment  going 
on  just  a  few  miles  north  of  them  was  too  seductive  to  resist.  As 
Moynihan  later  related  it  in  his  book  The  Politics  of  a  Guaranteed 
Income,  "Inevitably  there  arose  a  conflict  between  the  methodo7 
logical  demands  of  social  science  and  the  political  needs  of  Con- 
gress and  the  Administration,  and,  perhaps  just  as  inevitably,  the 
latter  won  out.  In  the  course  of  the  FAP  debate,  the  persons  con- 
ducting the  New  Jersey  experiment  'broke  into'  their  data  at  the  , 
request  of  the  OEO."  Not  too  surprisingly  the  "preliminary  data" 
revealed  that  "there  is  no  evidence  that  work  effort  declined 
among  those  receiving  income  support  payments.  On  the  con- 
trary, there  is  an  indication  that  the  work  effort  of  participants 
receiving  payments  increased  relative  to  the  work  effort  of  those 
not  receiving  payments/'  0  . 

Inevitably  there  were  charges  in  the  press  of  "rigging"  the 
experiment.  The  General  Accounting  Office  audited  the  findings 
and  declared  them  to  be  "premature/'  while  the  Senate  Finance 
Committee  pressed  to  ascertain  whether  it  had  been  presented 
with  a  political  report  or  valid  experimental  data.  Those  con- 
nected with  the  experiment  were  naturally  sensitive  to  the  charges 
of  "ruling"  and  denied  them.  According  to  Moynihan.  'The 
charge  was  a  lie,  but  probably  believed/  ''  Whatever  the  case,  the 
fact  that  the  final  results  of  the  New  Jersey  experiment  showed 
that  '  the  number  employed  per  family  was  9.5  percent  less  for 
experimental  families  than  for  controls"  did  not  help  allay  the 
suspicions  that  had  been  sown  earlier." 

The  intense  publicity  that  surrounded  the  controversial  New 
Je  rsey  experiment  has  apparently  led  many  people  to  believe  that 
it  was  the  only  experiment  of  its  kind.  In  fact,  it  was  one  of  six 
major  guaranteed  income  experiments  started  at  about  the  same 
time.  The  New  Jersey  experiment  focused  on  the  work  effort  of 
husbands  and  wives  black,  white,  and  Spanish-speaking-  living 
in  an  Kastcrn  urban  environment.  Two  other  guaranteed  income 
experiments  were  set  up  expievily  to  measure  the  work  behavior 
of  |*hm  families  including  dependents.  Ii\in<4  in  rural  areas.  Col- 
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lectively  called  the  'Rural  Income  Maintenance  Experiment  " 
they  were  earned  out  in  two  locations.  Iowa  and  North  Carolina 
fourth  «pe»ment.  the  'Gary  Income  Maintenance  Experi- 
ment, centered  on  black  families,  including  female-headed  fami- 
lire  previously  on  welfare,  in  the  urban  environment  of  Gary 
Indiana.  The  fifth  and  sixth  experiments  took  place  in  Seattle 
Hashington,  and  in  Denver,  Colorado.  Called  the  "Seattle  and 
Denver  Income  Maintenance  Experiments,"  they  focused  on  the 
work  effort  of  husbands,  wives,  and  female-headed  families 

Before  reviewing  the  findings  of  the  six  major  guaranteed 
income  experiments  it  is  important  to  step  back  and  carefully 
examine  the  validity  of  the  experiments  themselves.  The  experi- 
ments suffered  a  number  of  methodological  difficulties  that  seri- 
ously biased  them  in  the  direction  of  underestimating  the  redtic- 
won  ,n  work  effort  that  would  take  place  under  a  real  nationwide 
guaranteed  income  program. 

The  first  of  these  is  the  Hawthorne  Effect.  This  phenomenon 
is  characteristic  of  socioeconomic  experiments,  and  was  first 
clearly  identified  in  1927  during  an  experiment  at  Western  Elec- 
tric Company's  Hawthorne  Works  in  Cicero.  Illinois:  "A  group  of 
female  workers  over  a  penod  of  almost  a  year  were  subjected  to 
measured  changes  in  their  hours,  wages,  rest  periods  ...  in  order 
to  determine  the  effects  of  the  several  factors  on  their  performance 
or  work  output.  The  major  deduction  was  that  social  and  psycho- 
logical influences, gave  more  marked  results  than  changes  in 
wages  and  hours,  which  had  long  been  the  chief  concern  of  most- 
managers  and  economists  who  had  assumed  that  labour  was  sim- 

ply  a  commodity  to  be  bought  and  sold  Merely  by  asking  their 

cooperation  in  the  test,  the  investigators  had  stimulated  'a  new 
attituce  among  the  employees,  who  now  felt  themselves  part  of 
an  important  group." 

All  six  of  the  guaranteed  income  experiments  were  classic 
examples  of  the  Hawthoinc  (.fleet.  All  the  participants  weie  sub- 
jected to  what  was.  for  them,  an  unusual  and  extensive  amount  of 
personal  attention.  Eo,  example,  in  the  Xew  Jersey  experiment 
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each' family  had  a  minimum  of  twenty-two  personal  interviews 
over  the  three-year  course  of  the  experiment -two  preliminary 
"screening"  interviews,  twelve  quarterly  interviews,  and  eight 
special  interviews.-'  The  interviews  were  long  and  detailed  and 
asked  an  incredible  variety  of  personal  and  economic  questions  in 
over  fifty  subject  areas.  They  included  questions  on  income,  hours 
worked,  net  worth,  property  owned,  cost  of  housing,  food  expen- 
ditures, clothing  expenditures,  child  support  costs,  marital  history, 
family  planning,  fertility,  educational  background,  children's 
homework  and  chores,  division  of  financial  responsibility,  religion, 
hobbies,  use  of  leisure  time,  medical  history,  family  background, 
political  awareness,  number  of  close  friends,  frequency  of  visits  by 
relatives,  self-esteem,  degree  of  "conservatism*'  or  "liberalism.'*  at- 
titudes toward  work,  psychological  instability,  and  even  anomic. 

A  careful  reading  of  the  list  of  questions  can  easily  lead  one 
to  wonder  what  the  main  purpose  of  the  experiments  was-  to 
measure  the  effect  of  a  guaranteed  income  on  work  effort  or  to 
amass  a  new  body  of  sociological  data  on  the  working  poor.  In  any 
event,  every  family  that  agreed  to  participate  in  the  experiments 
had  to  '  sing  for  their  supper"  at  least  twenty-two  times  in  addi- 
tion to  ad  hoc  interviews  or  phone  calls  that  arose  for  other  reasons 
over  the  course  of  the  experiment.  By  the  time  the  New  Jersey 
experiment  was  over,  some  20  percent  of  the  original  participants 
had  dropped  out.  They  gave  many  reasons,  such  as,  Don't  want 
to  be  bothered  by  interviewers  Invasion  of  privacy." 

For  the  families  who  stayed  with  the  experiment  from  begin- 
ning to  end  it  was  surely  an  intense  experience,  and  this,  .unfor- 
tunately, is  just  the  sort  of  thing  that  biases  the  results  of  such 
experiments.  The  participants  quickly  learn  what  the  investigators 
would  like,  and  then  may  try  to  please  them  by  acting  accordingly. 
As  Mordeeai  Kurz.  professor  of  economics  at  Stanford  University, 
and  Robert  Spiegelman  of  the  Stanford  Research  Institute  have 
pointed  out,  Hawthorne  KfTects  have  become  wcjl  known.  If. 
for  example,  families  on  the  income  maintenance  experiment 
develop  a  sens*-  of  experimental  responsibility*  they  may  behave 
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quite  differently  than  a  control  group  without  such  a  sense  of 
responsibility. ";: 

It  would  not  be  unreasonable  to  assume  that  some,  and  per- 
haps many,  of  the  participants  in  the  guaranteed  income  experi- 
ment developed  such  feelings  of  responsibility.  As  one  wrote  to 
those  who  had  run  the  New  Jersey  experiment,  "I  will  miss  our 
little  get-togethers  once  a  month  by  mail.  I  trust  our  reports  will 
help  somehow  in  the  future  of  our  government. ...  I  am  writing 
to  let  you  know  ho*  much  we  really  appreciated  being  a  member 
of  the  experiment.  It  was  just  three  wonderful  years. ...  We  sure 
wish  it  could  have  lasted  forever.  With  the  great  help  of  these 
checks  we  bought  a  mobile  home."2* 

In  some  cases  the  Hawthorne  Effect  generated  by  the  guar- 
anteed income  experiments  may  have  been  one  of  fear,  rather 
than  one  of  trying  to  please.  Many  participants  in  the  experiments 
somehow  got  the  idea  that  their  subsidies  would  be  reduced  if 
they  quit  or  lost  their  jobs.  According  to  Jacob  Mincer,  professor 
of  economics  at  Columbia  University,  "It  is  my  understanding 
that  after  about  a  year  in  the  rural  experiment-and  I  recall  a 
similar  progress  report  on  the  urban  experiment-  25  percent  of 
the  families  thought  that  their  subsidies  would  be  reduced  if  they 
quit  or  lost  a  job.  I  am  not  sure  whether  this  response  represented 
ignorance  of  the  rules  of  the  game  on  the  part  of  participants  or 
a  conviction  prev  ailing  despite  the  overt  rules  that  proper  response 
to  the  experimental  payments  must  be  in  the  socially  appropriate 
direction  that  the  experiment  set  out  to  demonstrate.  Whatever 
the  interpretation,  ignorance  or  attitude,  the  effects  were  to  dimin- 
ish the  observed  disincentive  effects.""  If  one-fourth  of  the  par- 
ticipants in  the  experiment  uere  effectively  deterred  from  any 
serious  consideration  of  reducing  their  work  effort  by  this'factor 
alone,  it  would  mean  that  the  amount  of  work  reduction  thai 
would  take  place  in  the  absence  of  such  pressure  would  be  one- 
third  greater  than  that  actually  measured. 

\  second  serious  bias  intrinsic  to  the  guaranteed  income 
experiments  stems  from  the  small  size  of  the  sample.  Let  us  call  it 
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the  Small-Scale  Effect  This  effect  makes  it  difficult  to  project 
what  might  happen  if  a  guaranteed  income  were  instituted  on  a 
nationwide  basis.  An  isolated  family,  participating  in  a  short-term 
experiment,  is  apt  to  behave  very  differently  than  it  might  if  it 
were  only  one  of  thousands  of  similar  families  in  the  same  neigh- 
borhood, all  of  whom  were  aware  that  millions  more  like  them 
were  participating  across  the  country.  In  the  latter  case,  the  ten- 
dency to  reduce  one's  work  effort,  either  by  quitting  or  by  working 
fewer  hours,  would  likely  be  much  greater.  As  Henry  Aaron  has 
observed,  "It  is  quite  possible  that  an  organization  of  negative 
income  tax  recipients,  similar  to  the  National  Welfare  Rights 
Organization,  would  spring  up  that  might  alter  attitudes  and 
behavior."™  A  national  group  encouraging  people  to  apply  for  the 
guarantee,  and  showing  them  how  to  maximize  their  benefits, 
could  have  a  dramatic  effect  in  lowering  the  work  effort  of  the 
low-income  population. 

Such  potentially  powerful  negative  effects  on  the  work  effort 
of  the  poor  would  not  show  up  in  a  short-term,  small-scale  guaran- 
teed income  experiment.  As  Michael  Boskin,  professor  of  econom- 
ics at  Stanford  University,  has  pointed  out,  "Any  peer  group  or 
neighborhood  effects  wherein  the  individual  labor  supply  disin- 
centives are  reinforced  by  the  decreased  labor  supply  of  other 
low-income  workers  are  unlikely  to  show  up  in  an  experiment  that 
is  confined  to  three  years,  spread  over  several  sites,  and  limited  to 
a  small  percentage  of  the  low-income  labor  fore*  in  each  locale. 
We  simply  do  not  know  how  important  these  effects  would  be  in 
response  to  a  generous  permanent  negative  income  tax.M3,'This 
view  is  shared  by  other  experts.  For  example,  Irwin  Garfinkel  has 
concluded  that  "because  the  experiment  was  temporary  and 
affected  only  a  proportion  of  the  potentially  eligible  population, 
the  experimental  results  do  not  reflect  any  labor  market  or  com- 
munity changes  in  economic  variables  or  in  tastes  for  income 
vis-i  vis  leisure  that  might  result  from  a  real,  permanent  pro- 
gram/'' And  Richard  Nathan  of  the  Brookings  Institution  has 
warned,  "Is  it  not  possible  that  adoption  of  a  so-called  guaranteed- 
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income'  program  would  be  interpreted  by  the  eligible  population 
as  a  congressional  sanction  for  leisure?  '" 

There  ^ecms  to  be  little  disagreement  with  the  proposition 
that  a  full-scale  guaranteed  income  would  induce  sigm^ant 
social  changes  that  would  result  in  a  greater  amount  c^vork 
reduction  than  would  show  up  in  the  experimental  results.  But 
no  one  has  a  clear  idea  what  the  magnitude  of  this  effect  might 
be.  And  the. guaranteed  income  experiments  have  not  furthered 
our  knowledge  in  this  area  because,  as  Henry  Aaron  succinctly 
puts  it,  "the  thinness  of  the  sample  and  the  brevity  of  the  experi- 
ment make  it  impossible  to  observe  the  impact  of  a  negative 
income  tax  on  the  mores  of  entire  groups.""  All  we  do  know  is 
that  we  can  expect,  with  confidene  \  to  find  that  a  full-scale  guar- 
anteed income  will  result  in  a  substantially  greater  reduction  in 
the  work  effort  of  the  low-income  population  than  one  would 
ar'xipate  from  perusing  the  results  of  small-scale  experiments. 

rhc  third  and  most  serious  negative  bias  that  is  inherent  in 
xh  l  :  -antecd  income  experiments- the  Windfall  Effect -'results 
ir  ::   :  ,r  temporary  nature  and  duration  of  the  experiments 
(three  years  in  most  cases).  The  families  who  agreed  to  partici- 
pate faced  a  situation  in  which  they  were  assured  a  basic  annual 
income  for  three  years,  but  knew  that  at  the  end  of  the  experiment 
they  would  once  again  be  on<their  own  in  earning  4  living.  If  they 
quit  their  jobs  or  reduced  their  work  effort  enough  to  get  fired, 
they  were  taking  a  chahle  of  being  in  a  potentially  serious  situa- 
tion when  the  experiment  was  over  and  the  researchers  from 
Mathematica  had  gone  home.  It  is  usually  not  easy  for  a  low- 
income  worker  to  find  a  job.  The  prospect  of  having  to  start  all 
over  at  the  end  of  the  experiment  must  have  given  many  of  the. 
participants  cause  to  think  very  carefully  about  leaving  their  jobs 
In  a  fundamental  sense  the  income  guarantee  of  the  experi- 
ments was  viewed  as  a  windfall,  an  unexpected  piece  of  good 
fortune  that  would  not  last  for  long.  This  characteristic  of  the 
income  guarantee  was  clfarly  perceived  by  the  participants. 
What  the  experimenters  are  measuring  is,  as  Jacob  Mincer 
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recently  characterized  it,  "the  ihort-run  response  of  a  particular 
part  of  the  population  to  a  temporary  flow  of  cash  grants." "  This 
is  very  different  from  the  situation  that  the  same  family  would 
face  under  a  full-scale,  nationwide  guaranteed  income  program. 
Under  those  conditions  you  would  get  a  long-run  response  of  the 
entire  low  income  population  to  a  permanent  flow  of  cash  grants. 
The  full  faith  and  credit  of  the  federal  government  would  stand 
behind  an  implicit,  or  explicit,  promise  to  pay  the  income  guar- 
antee on  the  same  steady  basis  as  social  security  and  government 
employee  pensions.  A  low-income  worker  could  count  on  receiv- 
ing his  monthly  check  from  Washington,  whether  he  worked  or 
not.  for  as  long  into  the  future  as  he  could  imagine.  Qualifying 
for  an  income  guarantee  would  be  very  much  like  winning  a 
sweepstakes  ticket  that  guaranteed  a  certain  amount  of  annual 
income  for  life.  In  one  significant  way,  however,  the  income  guar- 
antee woultf-probably  be  superior.  Given  the  potential  size  of  the 
voting  Woe  that  those  on  a  guarantee  would  represent,  the  size 
of  the  guarantee  would  inexorably  increase  by  at  least  as  much 
as  the  cost-of-living  increased,  and  perhaps  more.  It  would  not 
seem  unduly  rash  to  presume  that  the  low-income  population 
would  react  very  differently  to  that  situation  than  they  have 
reacted  to  the  short-term  experiments,  and  that  the  likelihood  of 
their  quitting  work  outright,  or  reducing  the  number  of  hours 
worked,  would  be  greatly  increased. 

Some  scholars  involved  in  planning  the  experiments  were 
well  aware  of  the  limitations  inherent  in  them  and  carefully 
w  arned  of  the  dangers  of  taking  the  results  at  face  value.  In  devel- 
oping the  design  of  the  Seattle  and  Denver  Income  Maintenance 
Experiments,  Mordccai  Kurz  and  Robert  Spiegelman  empha- 
sized, "In  terms  of  work  response,  it  may  be  anticipated  that  an 
increase  in  transitory  nonwork  income  will  have  less  of  an  effect  on 
an  individual's  work  effort  than  a  similar  increase  in  permanent 
income  because  of  the  expectation  that,  when  payments  cease,  the 
individual  wilLhave  to  return  to  work.  The  risks  associated  with 
leaving  a  job  in  terms  of  ability  to  return,  loss  of  seniority,  and  loss 
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of  efficiency  will  a|i  influcnce  hu  decbion  Thc  major  ^  ^ 
that  significant  experimental  errors  <n  this  area  could  have  drastic 
policy  implications.  If  families  treated  a  significant  portion  of  the 
^PPort  as  transitory  income,  then  the  predictions  of  our  studies 
could  all  be  biased.  The  social  cost  of  such  an  error  would  be  very 

Everyone  who  has  studied  the  guaranteed  income  experi- 
mcnts  seems  to  be  aware  of  the  potentially  high  negative  bias 
caused  by  the  relatively  short  life  of  the  experiments,  a  bias  that 
causes  a  substantial  underestimate  of  the  amount  of  work  reduc- 
non  that  would  take  place  under  a  real  guaranteed  income  pro- 
,7'T  th  Hcnry.AarT  nerved,  "Nearly  everyone  agrees  that 
it  all  other  analytical  problems  are  correctly  resolved,  the  brief 
duration  of  the  experiment  is  likely  to  lead  to  estimates  of  the 
scnsmvity  of  abor  supply  to  guarantee  levels  that  are  too  Ion 
I  he  real  difficulty  lies  in  estimating  the  size  of  the  Windfall 
,  ^s^ Again,  there  is  fairly  unanimous  agreement  that  the 
size  of  th«  bias  is  substantial,  that  it  is  of  a  different  order  of  ma- 
mtude  than  the  other  experimental  biases.  According  to  Prefer 
Bo,k,n.  1he    t  ffec(  of  a  pfrmanem  nega(ivc  .ncom{> 

on  lifetime  wealth  is  of  a  totally  different  order  of  magnitude  for 
ton  -income  families  than  the  corresponding  effect  for  a  three-vrar 
program.  If  one  adopts  the  view  that  low-wage  males  have  an 
tmestment  ,n  tram.ng  or  in  a  reputation  as  a  stable  worker  thrv 
are  much  less  likely  to  reduce  labor  supply  under  a  temporary 
ncsatne.ncome  tax  than  a  permanent  one." 

'f'YT'  Tn\T*  t  ff°nS  HaVC  made  ">  ™>m*«  the 
m/c  of  the  Wall  Kffect  bias.  In  1973,  three  economists -Behon 
He.sher  and  Donald  Parsons  of  Ohio  State  University,  and 
Richard  Port,  ,  with  the  Board  of  Governors  of  the  Frderal 

T7*     >StT  drvdoPrd       wonomic  model  that  estimated 
he  difference  between  the  amount  of  work  reduction  that  would 
take  placr  under  a  tempos,)  ihrer-y.ar  experiment  and  the 
estimated  amount  that  «o„ld  IKVW  tmU.r  , 
teed  incomr  program.1" 
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Their  research  focused  on  the  work  behavior  of  a  category 
of  workers  with  relatively  strong  attachments  to  the  labor  force  - 
men  between  the  ages  of  forty-five  and  fifty-nine  from  families 
with  annual  incomes  below  $10,000.  They  predicted  that  the 
expected  work  reduction  of  these  male  family  heads  would  be 
approximately  four  times  greater  under  a  permanent  guaranteed 
income  than  the  amount  that  would  show  up  in  a  three-year  guar- 
anteed income  experiment,  and  that  the  full  extent  of  this  work 
reduction  would  not  show  up  until  the  sixth  or  seventh  year.  They 
concluded  that  win  the  first  year  of  the  [guaranteed  income]  pro- 
gram, hours  supplied  would  fall  20  percent  from  the  preplan 
level;  a  50  percent  decline  would  not  be  felt  until  the  sixth  or 
seventh  year/"1  It  was  estimaced  that  the  amount  of  work  reduc- 
tion that  would  occur  under  a  guaranteed  income  experiment  of 
*  three  to  five  years'  duration  would  be  a  little  over  12  percent,  an 
estimate  that  was  remarkably  close  to  what  was  actually  mea- 
sured. The  estimate  of  the  amount  of  work  reduction  that  would 
occur  under  a  permanent  guaranteed  income  program  was  36 
percent  after  the  second  year,  44  percent  after  the  third  year,  and 
continued  to  rise  until  it  reached  slightly  over  50  percent  after  the 
seventh  year.  In  one  of  the  classic  understatements  of  academic 
literatun  they  summarized  by  saying,  "One  must  conclude  that 
inferences  drawn  from  experimental  short-term  programs  are 
likely  to  underestimate  the  impact  of  labor  supply,"1" 

Charles  Metcalf,  in  a  theoretical  article  in  the  American 
Economic  Review  in  1973,  reached  similar  conclusions  as  to  the 
relative  size  of  the  Windfall  Effect  bias:  "If  the  household  faces 
a  real  annual  interest  rate  of  10  percent .  .  .  and  a  time  horizon  of 
30  years  .  .  .  the  bias  in  the  income  effect  alone  would  be  2.8  times 
the  measured  experimental  effect  ""  This  means  that  the  total 
effect  is  estimated  to  be  3.8  times  as  large  as  the  measured  experi- 
mental effect,  a  result  that  closely  corresponds  to  the  estimates  of 
12  percent  and  50  percent  developed  by  FleLsher,  Parsons,  and 
Porter  that  is,  4.2  times  as  large. 

A  fourth  negative  bias  introduced  into  the  experiments  u  .is  (he 
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Welfare  Effect  This  particular  bias  primarily  affected  female 
heads  of  families,  although  the  AFDC-UP  program  a  variant  of 
thr  AFDC  program  in  some  states  where  the  presence  of  an 
unemployed  father  does  not  disqualify  the  family  from  receiving 
welfare  benefits-was  important  in  the  New  Jersey  experiment 
The  bias  was  Caused  by  the  presence  and  availability  of  normal 
welfare  programs  in  the  same  localities  where  the  guaranteed 
income  experiments  were  taking  place.  For  example,  the  Gary 
experiment  indicated  that  the  amount  of  work  reduction  shown 
for  AFDC  mothers  was  relatively  small  (5  percent),  but  it  was 
noted  that  "switching  from  AFDC  to  a  more  adequate  income 
support  program  may  not  lead  to  large  reductions  in  work  effort 
because  many  female  heads  may  have  already  reduced  their  hours 
of  work  under  AFDC.""  Before  joining  the  guaranteed  income 
experiments  the  AFDC  mothers  were,  on  average,  working  only 
slightly  over  six  hours  a  week.' 

The  change  in  work  effort  measured  by  the  guaranteed 
income  experiments  is  not  an  absolute  change,  but  rather  the 
change  relative  to  a  control  group.  If  a  substantial  drop  in  the 
work  effort  of  those  on  the  experiment  were  matched  by  a  similar 
drop  in  the  work  effort  of  the  control  group,  the  experiment 
would  record  no  change  as  a  consequence  of  the  guaranteed 
income.  I  he  presence  of  welfare  programs,  some  of  which  males 
were  eligible  for,  induced  some  members  of  the  control  groups  to 
reduce*he.r  work  effort,  thus  partially  masking  the  actual  reduc- 
tion in  work  effort  shown  by  the  experimental  group.  As  Garfinkel 
points  out  with  regard  to  the  New  Jersey  experiment  "A 
problem  is  that  during  this  period  New  Jersey  and  Pennsylvania 
had  relatively  generous  welfare  programs  for  which  low  income 
families  with  an  able-bodied  male  head  were  eligible.  Because 
control  sroup  families  weir  already  potentially  eligible  for  a  wel- 
fare program,  the  differences  between  the  work  efforts  of  the 
experimental  and  control  groups  for  all  eight  plans  are  smaller 
than  would  be  anticipated  had  the  experiment  been  conducted  in 
a  State  with  a  less  generous  welfare  program."" 
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Some  attempts  have  been  made  to  measure  the  size  of  the 
Welfare  Effect  bias.  Referring  to  studies  by  Garfinkcl  and  Rees. 
Aaron  has  noted  that  "the  difference  between  the  labor  supply  of 
control  and  experimental  families  is  smaller  in  the  presence  of 
welfare  than  in  its  absence  and  that  according  to  Garfinkcl's 
calculations  "the  reduction  in  hours  worked  would  have  been  less 
than  13  percent  even  if  welfare  had  not  been  present,  in  compari- 
son w  ith  an  average  reduction  of  7.9  percent  actually  observed."'" 
In  the  New  Jersey  experiment,  then,  the  amount  of  work  reduc- 
tion reported  was  biased  downward  by  over  five  percentage  points 
because  of  the  Welfare  Effect  alone. 

A  fifth  bias  inherent  in  the  experiments  is  called  the  Trunca- 
tion Effect,  and  derives  from  having  a  cut-off  limitation  on  the 
amount  of  income  a  family  can  have  in  order  to  qualify  for  enroll- 
ment in  a  guaranteed  income  experiment.  Only  families  with  pre- 
experimental  incomes  below  some  specified  limit,  such  as  150 
percent  of  the  poverty  levei,  arc  included  in  the  experiments.  One 
problem  with  this  procedure  is  that  the  people  selected  arc  more 
likely  to  have  temporarily  lower  incomes  than  the  national  group 
they  are  supposed  to  represent,  and  people  with  temporarily  low 
incomes  relative  to  their  normal  level  of  income  arc  more  apt  to 
show  increases  in  income  in  the  future  than  those  with  normally 
low  incomes.  Consequently,  the  experimental  results  will  tend  to 
mute  the  amount  of  work  reduction  that  would  occur  in  a  national 
plan. 

Boskin,  commenting  on  the  Truncation  Effect,  has  made  the 
following  points:  "A  series  of  problems  makes  extrapolation  to  the 
entire  population  hazardous.  The  truncation  of  eligibility  for  the 
experiment-by  precnrollmcnt  income  -  screens  the  sample  on 
the  basis  of  the  dependent  variable  upon  which  the  experiment 
concentrates  attention,  labor  supply.  Families  with  wives  working 
substantial  amounts  of  time  thus  were  systematically  excluded 
from  the  analysis.  Hence,  the  results  are  not  very  useful  in  exami- 
ning the  impact  of  a  negative  income  tax  on  the  labor  supply 
of  wives  or  female  family  heads,  the  labor  force  groups  likely  to 
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be  most  sensitive  to  wage  and  income  effects  on  labor  supply  -* 
A  sixth  bias,  which  we  will  call  the  Non-random  Effect  deals 
^  with  the  manner  in  which  the  families  selected  for  the  experi- 
ments were  assigned  to  the  various  plans  in  the  experiment. 
Within  each  experiment  there  were  a  variety  of  plans,  each  hav- 
ing a  unique  combination  of  income  guarantee  and  tax  rate 
Unfortunately,  the  families  were  not  randomly  assigned  to  these 
various  plans.  Instead,  families  with  low  incomes  at  the  time  of 
enrollment  in  the  experiment  were  assigned  to  plans  with  low- 
income  guarantees;  those  with  the  highest  incomes  were  assigned 
to  the  plans  with  the  highest  income  guarantees.  This  correlation 
between  the  families'  income  at  the  time  of  enrollment  and  the 
size  of  the  mcomc  guarantee  insured  a  smaller  measured  change 
in  work  effort  than  would  have  been  the  case  otherwise.  By  mini- 
mizing the  treatment  effect-the  size  of  the  income  guarantee  rela- 
tive to  the  amount  of  income  the  family  had  when  the  experiment 
started  the  amount  of  work  reduction  measured  was  biased 
downward. 

In  summing  up  the  bias  effects  created  by  the  manner  in 
which  the  experimental  sample  was  selected  and  assigned  to  the 
various  guarantee  plans.  Aaron  has  stated,  "It  seems  likely  that  a 
combination  of  factors -truncation  of  the  sample,  correlation 
between  income  at  preenrollment  and  experimental  plan,  and  the 
method  of  estimating  normal  income  and  wages-has  produced 
estimates  of  normal  income  and  wages  that  may  well  include  the 
experimental  effects  they  ire  meant  to  exclude.  This  outcome 
together  with  the  misspecification  of  experimental  stimulus . 
would  seem  to  understate  estimate*  of  response  to  the  negative 
income  tax  treatments. "  " 

A  seventh  factor  not  accounted  for  in  the  experiments  is  the 
effect  that  the  availability  of  part-time  jobs  may  have  on  the 
measured  results.  Let  us  call  this  the  Part-Time  Job  Effect  It  is 
hkely  that  must  people  who  decided  to  reduce  their  work  c  fiort 
under  a  guaranteed  income  program  would  not  quit  working 
altogether,  but  rathe,  would  try  to  reduce  the  number  of  hours 
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they  worked.  The  facility  with  which  this  can  be  accomplished 
is  a  function  of  the  availability  of  part-time  jobs.  If  such  jobs 
are  scarce,  a  person  who  would  like  to  reduce  the  number  of  hours 
he  is  working,  but  who  is  faced  with  working  either  full-time  or 
not  at  all,  will  probably  choose  to  work  full-time.  Under  a  national 
guaranteed  income  program,  the  increased  demand  by  workers 
for  part-time  jobs  would  probably  stimulate  the  business  sector 
to  provide  them.  As  the  supply  of  part-time  jobs  increased,  it 
would  become  increasingly  easier  for  someone  to  reduce  his  work 
effort  without  quitting  worfc  entirely.  In  discussing  this  issue, 
Boskin  has  pointed  out  that  "if  indeed  there  is  a  labor  supply 
response  to  a  permanent  negative  income  tax,  it  is  likely  that  it 
would  manifest  itself  at  least  partly  as  an  increased  demand  by 
workers  for  part-time  jobs.  It  might  then  become  profitable  for 
firms  to  increase  the  supply  of  such  jobs  in  quantity  and  variety. 
This  long-run  response  would  reinforce  the  initial  work  disincen- 
tive on  the  other  side  of  the  market."" 

An  eighth  bias  in  the  experiments,  which  we  will  call  the 
Early  Retirement  Effect,  stems  from  the  fact  that  people  may  be 
encouraged  to  retire  early  by  the  existence  of  a  guarantee.  As 
Boskin  has  also  noted,  "It  may  well  be  that  the  negative  income 
tax  plans  do  have  a  substantial  labor  supply  disincentive  in  terms 
of  planned  future  work  effort  for  example,  earlier  retirement/* 
The  Karly  Retirement  Kffect  may  cause  a  substantial  reduction 
in  the  work  effort  of  older  people,  say,  five  to  ten  years  short  of 
retirement.  The  existence'  of  a  perrtianent  guarantee,  even  though 
the  amount  may  be  significantly  lower  than  what  they  currently 
earn,  may  be  e  nough  to  persuade  some  workers  who  have  accu- 
mulated substantial  capital  assets,  such  as  a  house  owned  free  and 
clear,  to  accelerate  their  retirement  time  schedule 

A  ninth  bias,  c  illed  the  Substitution  Effect.  can  operate  in 
sonic  cases  to  influence  the  results  of  the  experiment  positively, 
that  is,  to  overstate  the  amount  of  woik  reduction.  According  to 
Aaron,  "the  brief  duration  of  (he  experiment  is  likely  to  lead  ,  . 
to  estimates  of  the  sensitivity  of  the  labor  supply  to  tax  rates  that 
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arc  too  high. "  "  The  Substitution  Effect  refers  to  how  the  number 
of  hours  worked  change  as  a  result  of  a  change  in  a  person  s 
effective  wage  rate.  The  higher  the  marginal  tax  rate,  as  a  result 
of  benefit  reductions  for  earned  income,  the  lower  the  effective 
wage  rate.  The  higher  the  marginal  tax  rate  on  earned  income, 
the  greater  the  expected  reduction  in  work  effort.  However,  in  a 
temporary  guaranteed  income  experiment,  a  person  may  reduce 
his  work  effort  more  under  these  circumstances  than  in  a  situation 
where  the  high  tax  rates  on  earned  income  arc  regarded  as  more 
permanent.  In  other  words,  he  may  be  more  amenable  to  reducing 
his  work  effort  now  if  he  expects  his  wage  rate  will  increase  in  the 
future  than  if  he  perceives  no  wage  increase  later  on. 

It  is  generally  assumed  that  husbands  and  female  heads  take 
a  longer-term  view  of  the  labor  market.  For  them  the  substitution 
bias  in  a  short-term  experiment  is  likely  to  be  small.  On  the  other 
hand,  the  substitution  bias  will  probably  be  greater  for  wives  and 
dependents  They  probably  view  the  time  of  the  experiment  as 
a  period  when  leisure  is  relatively  cheap,  and  may  reduce  their 
work  effort  more  than  they  would  under  a  permanent  guaranteed 
income.  In  effect,  they  have  a  lifetime  plan  of  working  that 
includes  more  leisure  than  that  of  husbands  and  female  heads 
and  they  are  apt  to  take  a  good  chunk  of  this  leisure  during  the 
experimental  period  when  their  loss  of  net  income  is  low. 

Now  let  as  go  back  and  rev  iew  the  actual  results  of  the  six 
majot  guaranteed  income  experiments  -keeping  in  mind  that, 
because  of  the  many  negative  biases  inherent  in  the  experiments, 
their  results  seriously  underrate  the  predicted  amount  of  work 
reduction  that  would  occur  under  a  national  guaranteed  income 
program.  The  average  measured  reduction  in  work  effort  for  hus- 
bands  with  family  responsibilities  for  all  six  guaranteed  income 
experiments  was  f»  percent.  The  averar.e  measured  reduction  in 
work  effort  for  wives  was  much  larger.  22  percent.  The  changes 
in  work  effort  for  feniale-hcaded  families  was  measured  in  only 
three  of  the  experiments  (;ary.  Seattle,  and  Denver  and  the 
average  reported  for  these  three  was  a  reduction  of  about  8  per- 
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cent."  One  experiment,  the  Rural  Income  Maintenance  Experi- 
ment, analyzed  the  effect  tf  income  guarantees  on  the  work  effort 
of  dependents  living  with  their  families.  During  the  experiment 
their  work  effort  fell  by  46  percent." 

The  order  of  these  results  is  what  we  might  expect.  Husbands, 
with  family-support  responsibilities,  reduced  their  work  effort  the 
least  (5  percent) ;  female  heads  of  families,  in  the  same  situation, 
reduced  their  work  effort  by  only  slightly  more  (8  percent ) ;  wives 
reduced  it  substantially  more  (22  percent) ;  and  dependents,  with 
the  least  responsibility  of  all,  reduced  work  effort  the  most  (46 
percent).  While  the  relative  order  and  degree  of  the  reduction  in 
work  effort  seem  logical  and  consistent,  the  absolute  magnitudes 
reported  are  obviously  understated.  Even  if  we  discount  ail  the 
other  biases,  the  windfall  nature  of  the  guaranteed  income  experi- 
ments, by  itself,  introduces  such  a  large  bias  that  the  expected  work 
reduction  inherent  in  a  real  guaranteed  income  may*be  under- 
stated by  as  much  as  four  times  for  some  categories  of  workers. 

The  ultimate  purpose  of  the  studies  and  experiments  is  to 
predict  what  would  happen  if  a  guaranteed  income  were  estab- 
lished in  the  United  States.  Making  such  a  prediction  is  fraught 
with  difficulties  and  uncertainty.  The  studies  and  experiments 
cover  different  groups  of  people,  under  different  circumstances, 
in  different  parts  of  the  country,  at  different  times.  The  specific 
nature  of  any  guaranteed  income  can  vary  depending  on  the  level 
of  the  basic  income  guarantee  and  the  tax  rate  imposed  on  income 
earned  by  recipients  of  the  basic  guarantee.  A  precise  prediction 
of  what  would  happen  if  such  a  radical  social  scheme  were  tried 
is  impossible.  But  while  precise  predictions  arc  a  will-o'-the-wisp, 
it  is  entirely  feasible  to  construct  an  "order  of  magnitude"  predic- 
tion that  can  give  us  a  reasonably  accurate  idea  of  the  direction 
and  approximate  extent  of  the  social  consequences  that  would 
flow  from  a  guaranteed  income. 

As  to  the  direction  that  these  changes  will  take,  the  studies 
and  experiments  arc  all  in  agreement.  Regardless  of  whether  it  is 
a  study  of  an  existing  welfare  program,  or  an  economic  and  statis- 
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tical  analysis  of  survey  data,  or  a  controlled  guaranteed  income 
experiment ;  regardless  of  whether  one  considers  the  work  response 
•of  husbands,  or  of  wives,  or  of  female  hcads~thc  results  arc  con- 
sistent: a  reasonable  level  of  a  guaranteed  income  causes  low- 
income  workers  to  reduce  the  number  of  hours  they  work,  and  the 
larger  the  amount  of  the  guarantee  relative  to  their  income,  the  / 
more  they  tend  to  stop  working.  -  The  high  tax  rates  that  would 
be  a  necessary  part  of  any  politically  feasible  guaranteed  income 
plan  would  also  cause  low-income  workers  to  reduce  the  number 
of  hours  they  work,  and  the  higher  the  marginal  tax  rate  the  more 
they  would  tend  to  stop  working.  As  the  report  on  the  results  of 
the  Vattle  and  Denver  experiments  concludes,  "The  empirical 
results  indicate  that  both  disposable  income  and  net  wage  chances 
induce  husbands,  wives,  and  female  heads  of  families  to  reduce 
their  labor  supply.  These  results  are  statistically  significant  are 
consistent  w.th  economic  theory,  and  are.  relatively  large,  indicat- 
ing that  behavior  is  influenced  by  changes  in  incentives  "3r 

'What  many  people  have  suspected  for  some  time  is  true  Pcor  " 
people,  like  those  with  higher  incomes,  make  rational  economic 
decisions.  If  their  income  is  little  affected  by  working  more,  they 
will  not  work  very  much  more.  If  their  income  is  little  affected 
by  working  le«.  then  they  will  work  less.  This  is  not  to  say  that  the 
poor  value  idleness,  but  they  do  value  leisure,  just  as  much  as  the 
nonpoor  Whether  they  will  spend  that  leisure  time  profitably  or  , 
not  we  do  not  know.  But  it  seems  fair  to  say  that  bowling  fishine 
working  around  thr  house,  writing  poetry/or.  in  some  cases,  just 
loafing  for  awhile,  are  clearly  more  attractive  than  many  low- 
.ncome  jobs.  The  question  is  not  will  low-income  people  reduce 
their  work  effort  if  guaranteed  an  income  with  lar^e  implicit  tax 
rates;  the  quesnon  is. how  much  will  they  reduce  it 

It  is  possible  to'calbulate  some  reasonable  estimates  of  the 
size  of  the  work  reduction  inherent  in  .,  C'turantecd  income  pro- 
gram. I  he  studies  of  how  female  brads  of  famj|jPS  M  jth  chi|drcn 
have  reacted  to  existing  wclfaie  proems,  for  instance,  estimate  , 
that  these  women  will  reduce  their  nork  effort  bv  anvwhere  up  to  \ 
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40  percent.  Considering  that  these  welfare  programs  have  a  nomi- 
nal work  requirement  and  also  carry  a  social  stigma  that  a  guar* 
antecd  fticomc  program  probably  would  not  have,  Hausman's 
estimate  of  40  percent  docs  not  seem  out  of  line,  A  woman  alone 
with  children  to  care  for,  would  be  strongly  tempted  to  stop  work- 
ing outside  the  home  if  her  income  were  guaranteed,  especially  if 
there  were  no  requirement  to  work  and  the  social  stigma  of  being 
on  welfare  were  removed* 

The  economic  and  statistical  studies  of  survey  data  have 
focused  on  changes  in  the  work  effort  of  husbands  with  family 
responsibilities,  and  in  some  cases  wives.  With  no  nationwide 
guarantee,  with  the  strong  social  pressure  of  the  work  ethic  bear- 
ing on  married  men  with  families,  and  with  a  fairly  strong  work 
requirement  especially  for  men,  the  studies  produced  estimates' 
of  signiftcanp>amoums  qf  work  reduction.  Some  of  them  were 
quite  high.  When  the  raw  results  of  Greenberg  and  Roster's  study 
were  projected  on  a  national  basis,  they  showed  that  husbands 
could  be  expected  to  reduce  their  work  effort  by  29  percent.  When 

*  ihc  results  of  Kalachek  and  Raines's  study  were  similarly  pro- 
jected, the  estimate  was  37  percent. 

The  six  guaranteed  income  experiments  were  primarily  de- 
voted to  measuring  the  work  response  of  three  major  groups- 
husbands,  wives,  and  female  heads  of  families.  The  three  most 
significant  guaranteed  income  experiments  in  terms  of  measuring 

lr  the  national  impact  of  a  guaranteed  income  were  the  New  Jersey 
and  the  Seattle  and  Denver  experiments.  The  two  rural  experi- 
ments, in  Iowa  aftd  North  Carolina,  and  the  Gary  experiment  do 
not  provide  as  valid  a  base  as  the  other  three  from  which  to  pro- 
ject national  results, 

The  measured  results  unadjusted  for  biases- of  the  New 
Jersey  and  the  Seattle  and  Denver  experiments ^for  husbands  were 
similar:  the  measured  reduction  in  the  hours  of  work  by  white 
husbands  in  New  Jersey  H4>  6  percent;  it  was  also  6  percent  for 
both  black  husbands  and  white  husbands  in  the  Seattle  and 
Denver  experiments. Even  though  thr  statistical  results  were 
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similar,  those  of  the  Seattle  and  Dcnv  er  experiments  arc  probably 
more  reliable.  These  experiments  were  larger  and  more  compre- 
hensive. They  started  later,  incorporated  more  sophisticated  anal- 
ysis techniques,  and  in  general  had  a  number  of  adv  antages  over 
the  other  four  experiments.  According  to  Michael  Keelev  of  the 
Stanford  Research  Institute,  "Perhaps  the  most  important  [ad- 
vantages] arc  its  much  laager  sample  size  (5,000  families  are 
enrolled  which  exceeds  the  samples  of  all  other  income  mainte- 
nance experiments  combined)  and  more  generous  NIT  [Negativ  e 
Income  Tax]  plans  which  were  ddSgncd  to  dominate  the  welfare 
system  (including  AFDC,  AFDC-UP,  and  Food  Stamps).  In 
addition,  sample  income  truncation  is  much  less  severe  and  there 
was  no  substantial  change  in  the  welfare  system  as  occurred  in  the 
New  Jersey  case."  '* 

Most  important,  the  Seattle  and  Denver  experimental  results 
were  adjusted  to  make  them  more  v  alid  when  viewed  in  a  national 
context.  Because  of  the  limited  nature  of  any  guaranteed  income 
experiment,  it  is  impossible  to  put  together  an  experimental  group 
of  families  from  a  small  geographic  area-  that  will  accurate!* 
reflect  the  characteristics  of  the  entire  population.  To  resolve  this 
dilemma  the  analysts  of  the  Seattle  and  Denver  experiments  con- 
siructed  an  economic  model  that  allowed  them  to  infer  from  their 
small  experimental  .sample  what  would  have  happened  if  the 
experiment  had  been  conducted  on  a  national  basis.  As  they  care  " 
fully  point  out  in  their  report,  -.Mean  responses  [experimental 
results;  .  .  cannot  be -directly  translated  into  national  effects. 
To  prov  ide  meaningful  predictions  of  the  effects  of -a  particular 
national  program,  a  labor  supply  response  model .  . .  must  be 
used."" 

t'sii,  ,ri  momejTuarantcc  of  $'.750  in  1974  and  a  marginal 
tax  rate  of  70  percent,  their  economic  model  predicted  the  follow- 
ing national  effects  of  a  guaranteed  income  program :  husbands 
would  reduce  their  work  effort  11.2  ,  enent.  wives  by  32.2  per- 
cent, and  female  heads  of  families  by  9.4  percent."' 

But  these  estimates,  even  though  based  on  carefully  controlled 


479 


474 


experiments  and  sophisticated  economic  analy**r seriously  under  - 
state the  extent  of  the  work  reduction  that  would  take  place  in 
thc.real  world  with  a  real  guaranteed  income  As  we  have  seen 
the  very  nature  of  the  experiments  makes  it  necessary  to  conduct 
them  in  such  a  way  that  many  powerful  factors  operate  to  bias  the 
measured  amount  of  work  reduction  downward.  All  of  the  biases 
except  onc-thc  Substitution  Effect-tend  to  cause  the  experimen- 
tally measured  amount  of  work  reduction  to  be  understated. 

There  is  the  Hawthorne  Effect,  the  Small-Scale  Effect,  the 
Windfall  Effect,  the  Welfare  Effect,  the  Truncation  Effect,  the 
Non-random  Effect,  the  Part-Time  Job  Effect,  and  the  Early 
Retirement  Effect,  AH  of  these  factors  cause  the  experimental 
results  to  be  lower  than  they  would  be  in  a  national  program. 
When  experimental  results  that  are  biased  downward  are  fed  into 
a  national  simulation  computer  model,  the  results  of  that  national 
prediction  are  also  biased  downward. 

Now  some  may  assert  that  in  the  absence  of  hard  experi- 
mental data  you  cannot  infer  any  quantitative  estimates  of  these 
biases,  and  tl^t  you  should  use  only  results  that  have  been  "mea- 
sured." This  position  is  unreasonable  for  it  says,  in  effect,  that  the 
quantitative  magnitude  of  the  biases  is  zero.  And  we  know  that 
is  not  true.  It  would  seem  to  be  preferable  to  postulate  some  quan- 
titative ranqes  of  the  size  of  the  biases  that  wc  believe  are  likely 
to  be  of  the  rn*ht  order  of  magnitude,  based  upon  the  evidence 
we  now  have  from  studies  and  experiments. 

One  way  to  approach  this  problem  is  to  select  a  range  of 
estimates  for  each  bias  that  seems  fairly  reasonable,  and  then 
calculate  the  total  effect  of  all  the  buuroon  the  estimated  amount 
of  work  reduction.  Once  such  a  model  is  established,  the  sensitiv- 
ity of  the  overall  estimate  to  changes  in  the  various  bias  param- 
eters can  be  tested,  m  Table  1  in  illustrative  ranye  of  three  esti- 
mate* has  been  postulated  for  the  effect  that  each  bias  might  have 
on  each  category  of  worker. 

The  first  estimate  is  intended  to  be  a  "btst  ease"  estimate, 
one  that  assumes  that  the  negati*  <■  biases  will  he  low.  and  the  posi- 
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' ttVe*™ hlgh' lljc  s<cond  «t«natc  is  intended  to  be  the  "average 
or  i*ri  y  case,"  with  the  values  chosen  well  within  the  range  of 
feasibility.  The  third  estimate  is  intended  to  be  a  "worst  case" 
estimate,  one  that  assumes  that  the  negative  biases  will  be  high 
and  the  positive  bias  low. 

F.  mple,  the  low  estimate  postulated  for  the  Hawthorne 
Wfectik..  Pett^agepomt,  and  tliclu^  estimate  of  the  range 
«  five  percentage  points.  The  same  is  true  for  the  Small-Scale 
fcffect.  The  :imates  for  the  Windfall  Effect  are  larger.  Theoreti- 
cal studies,  like  the  one  by  Fleishcr,  Parsons,  and  Porter,  indicate 
that  this  factor  could  add  as  much  as  35  percentage  points  to  the 
results  of  guaranteed  income  experiments.  In  this  category  we 
!™  a**mcd  *  low  estimate  of  five  percentage  points  for  hus- 
bands, 20  points  for  a  medium  estimate,  and  an  upper  bound  of 
30  points. 

The  same  range  is  postulated  for  female  heads,  who  have 
the  responsibility  of  being  the  head  of  a  household  and  are  apt 
to  react  as  husbands  do  in  this  regard.  It  is  assumed  that  the  effect 
on  wives  and  dependents  will  be  substantially  less.  The  Welfare 
Effect  applies  primarily  to  female  heads,  although  it  can  have 
some  effect  on  husbands  and  wives.  It  is  assumed  to  have  no  effect 
on  dependents.  Similar  types  of  estimates  have  been  made  for 
the  Truncation  Effect,  the  Non-random  Effect,  the  Part-Time 
Job  Effect,  and  the  Early  Retirement  Effect.  The  Substitution 
tnect  biases  the  results  in  the  other  direction,  and  thus  is  sub- 
tracted. It  is  assumed  that  the  effect  of  this  bias  will  be  higher  for 
wives  and  dependents  than  for  husbands  and  female  heads 

 Summing  up  the  assumed  etfimai~  0f  thc  in  TabJc  { 

results  in  a  fairly  wide  estimated  range  of  the  amount  of  work 
reduction  that  could  occur  if  a  guaranteed  income  were  estab- 
lished ,n  the  Lnited  States.  The  amount  of  work  reduction  ranges 
from  a  low  of  22  percent  to  a  high  of  69  percent  for  husband* 
from  3d  percent  to  75  percent  for  Hive*,  from  46  percent  to  75 
percent  f6r  dependents,  and  from  19  percent  to  71  percent  for 
female  heads. 
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TABLE  I 

Coaaacrto*  ro«  Btaae*  in  the  Measiwcmcnt  or  Wmk  Redlction 

IN  THE  GUA*A#TfcCD  INCOM*  EXPUUMKNTS 

(AtPerarotof  Hourt  Worked  by  Con trob) 
Category  of  Worker 


Female 

Husbands      Wives     Dependents  Heads 


Average  measured  ns 

duction  in  work  effort  15V 

Reduction  in  work  effort 

projected  to  national  base       12  32 


46?»* 
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BIASES 


Illustrative  Range  of  Possible  Corrections 
( In  Percent :  Best— Average— Worst ) 


1)  Hawt borne tffect 

2)  Small-Scale  Effect 

3)  Windfall  Effect 

4)  Welfare  Effect 

5)  Truncation  Effect 

6)  Non-random  Effect 

7)  Part-Tune  Job  Effect 

8)  Early  Retirement 
Effect 


I  —3 — 5%  1— 1— 3— 5fr  I — 3 — br,c 
..1—3— .5      1—3—5      1—3—5      1 — 3—5 


1—2—3 
l_2—3 
1—3—5 
1—2—3 

1—2—3 


2-10-20 
1—2—3 
1—2—3 
1—3—5 
1—2-3 


1—5-10 

0—  1—2 

1—  3—3 
1-2-  3 


5-20-30 
3—5-10 

0—  1—2 

1 —  3—5 

0—  1-2 

1—  2—3 


9)  Substitution  Effect      (2-1—0)    (5—3—1)    (5-3-11  (2—1-01 


Range  of  measured  work 
reduction,  adjusted  for 


22~43-69<f  35-54-73<:r  46-60-73^  19-46-7 1  << 


Measured  results  from  Seattle  and  Denver  Income  Maintenance  Experi- 
ments. Based  on  income  guarantee  of  $3,730  and  a  marginal  tax  rate  of 
70  percent. 

Measured  result  from  tbe  Rural  Income  Maintenance  Experiment  in  Iowa 
and  North  Carolina  Dependents  were  notjncluded  in  any  other  experi- 
mental results. 

Assumes  national  projection  v»ould  be  tbe  same  as  (he  measured  experi- 
mental results. 


KIC 


4S2 


BEST€0P¥ 


477 


Now  it  can  be  argued  that  these  estimates  arc  not  precise 
(and  they  are  not)  f  and  that  the  effects  may  not  be  neatly  additive 
as  there  may  be  some  interaction  among  them.  But  what  seems 
to  be  mescapaWy  clear  is  that  even  fairly  modest  adjustments  for 
each  of  the  bias  effects  substantially  increase  the  amount  of  work 
reduction  that  is  apt  to  occur.  Even  if  we  were  to  take  the  low 
cwimate  for  each  bias  for  each  category  of  worker,  we  would 
still  end  up  with  estimated  percentages  of  work  reduction  of  '>% 
percent  for  husbands,  35  percent  for  wives,  46  percent  for  depen- 
dents,  and  1 9  percent  for  female  family  heads. 

It  could  be  that  1  to  5  percent  is  not  'he  correct  estimated 
range  for  the  Hawthorne  Effect,  or  that  5  to  30  percent  is  not 
right  for  the  Windfall-Effect,  or  that  1  to  3  percent  *  not  appro- 
priate for  the  Non-random  Effect.  But  the  biases  are  there  and 
they  do  affect  the  results.  We  need  a  great  deal  more  research  in 
his  area  before  we  will  be  able  to  estimate  these  ranges  with  the 
kind  of  certainty  we  would  like.  But  in  the  meantime,  policy  deci- 
sions will  have  to  be  made  on  the  basis  of  the  information  avail- 
able  and  prudent  estimates  of  these  biases  will  lead  to  far  more 
reliable  estimates  of  the  amount  of  work  reduction  that  would 
take  place  under  a  nationwide  guaranteed  income  than  will  an 
evasion  of  the  reality  of  the  biases. 

To  estimate  the  total  amount  of  work  reduction  that  would 
be  brought  about  by  a  guaranteed  income  it  is  necessary  to  weight' 
the  results  in  Table  1  by  the  relative  percentage  that  each  of  the 
four  catesor.es  of  workers  comprises  of  the  total  low-income 
»vork  orce.  According  to  Census  Bureau  statistics  (regretfully 
the  only  ones  available),  the  breakdown  of  the  low-income  labor 
force  defined  as  families  with  incomes  of  less  than  $10  000  a 
year-is  as  follows;  husbands  ;46  percent),  wives  (23  percent) 
dependents  (18  prrcent).  and  female  heads  ( 13  percent ).  ' 

The  results  of  weighting  the  ranqe  of  estimates  of  work 
reduction  for  each  of  the  worker  categories  by  their  respective 
percentage  in  the  low-income  labor  force  arc  snou  n  in  Table  2 
Hue  use  the  best  case"  estimate  for  each  experimental  bias,  the 
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expected  amount  of  work  reduction  for  the  entire  low-income 
labor  force  is  about  29  percent.  If  we  use  the  "average  case" 
estimate,  the  total  amount  of  work  reduction  rises  to  just  over 
51  percent.  V  all  the  "worst  case"  estimates  were  to  occur  simul- 
taneously, the  amount  of  work  reduction  in  this  example  would 
be  almost  72  percent. 

I  am  sure  that  there  will  be  many  who  will  disagree  with  the 
individual  estimates  of  the  experimental  biases  in  Table  1  They 
are  rough  estimates.  And,  until  more  research  is  done  and  more 
refined  data  become  available,  the  estimates  will  continue  to  be 
rough.  But  it  is  necessary  to  make  somt  kind  of  estimate.  I  would 
urge  anyone  who  is  concerned  about  the  accuracy  of  the  estimates 
in  the  example  to  go  through  the  exercise  of  reconstructing  Table 
I  bias  by  bias-using  estimates  they  feel  are  more  reasonable. 
And  then  calculate  the  expected  total  amount  of  work  reduction 
for  the  low-income  population  that  results  from  those  estimates. 

If  it  happened  that  all  the  bias  estimates  postulated  in  Table 
1  wrre  accurate,  we  could  expect  that  the  institution  of  a  guaran- 
teed income  in  the  United  States  would  cause-in  round  numbers 
-a  minimum  of  a  30  percent  reduction  in  the  work  effort  of  low- 
income  workers.  We  could  also  expect  that  there  would  be  a 
reasonably  good  chance  the  amount  of  work  reduction  could  be 
as  high  as  50  percent.  And  there  would  be  the  remote  possibility 
that  it  could  exceed  70  percent. 
•      The  actual  amount  of  work  reduction  that  would  occur  as 
a  consequence  of  a  guaranteed  income  will  never  be  known  for 
sure  unless  we  implement  one  and  live  with  J for  a  decade  or  so. 
But  based  on  the  best  evidence  we  now  have-from  studies  of 
existing  welfare  programs,  from  economic  and  statistical  analyses 
of  survey  data,  and  from  six  major  guaranteed  incc  .>.  -xperi- 
ments-we  can  be  reasonably  sure  that  the  order  of  ..gnitude 
of  the  amount  of  work  reduction  that  will  occur  will  be  substan- 
tial, substantial  enough  to  make  us  think  long  and  hard  about  the 
implications  that  a  guaranteed  income  could  have  for  our  society. 
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VI 

THE  IMPOSSIBILITY  OF  RADICAL 
WELFARE.  REFORM 

"/iav$  some  wine/'  the  March  Hare  said  in 
an  encouraging  tone. 

Alice  looked  all  round  the  table,  hut  there  was 
nothing  on  it  but  tea.  "I  don't  see  any  wine/1  she 
remarked.  » 

There  isn't  am,"  said  the  March  Hair. 

Lewis  Carroll,  1865 

t 

Sixth  Thesis :  Radical  welfare  reform  or  any  variety  of  a 
guaranteed  income  is  politically  impossible.  No  radical 
welfare  reform  plan  can  be  devised  that  will  simultane- 
ously yield  minimum  levels  of  welfare  benefits,  financial 
incentives  to  work,  and  an  overall  cost  to  the  taxpayers 
that  are  politically  acceptable. 

During  the  last  fifteen  years  a  number  of  economists  and  social 
science  theorists  have  put  forth  plans  for  radically  altering  the 
welfare  system  of  the  United  States  from  its  current  purpose  of 
helping  needy  people  to  guaranteeing  incomes  for  everyone.  There 
has  been  a  long  string  of  specific  proposals,  including  Milton 
Friedman's  negative  income  tax  ( l%2),  Robert  Theobald  s  guar- 
anteed income  (1965).  James  Tobin's  guaranteed  income  plan 
(1965),  R.  J.  Lampman's  subsidy  plan  ( 1967),  Edward  Schwartz's 
guaranteed  income  (1967),  the  negative  income  tax  plan  of 
President  Johnson's  Income  Maintenance  Commission  <1969;. 
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President  Nixon's  Family  Assistance  Plan  (1969),  George  Mc- 
Covera'sf 1,000-a-year  plan  ( i972),  Great  Britain's  credit  income 
tax  (1972),  and  HEWs  Income  Supplementation  Plan  (1974). 
The  plans  provided  for  minimum  income  guarantees  ranging 
from  $1,500  to  $6,000  a  year  for  a  typical  family  of  four.  The 
effective  marginal  tax  rates  ranged  from  50  percent  to  well  over 
100  percent.  The  costs  of  the  plans  ranged  from  several  billions 
to  over  $M)  billion  a  year.  All  would  have  added  tens  of  millions, 
of  people  to  the  welfare  rolls. 

A  common  thread  running' through  each  of  these  plans  is  the 
planner's  dream  of 'simplification.  The  welfare  system  we  now 
hav  e  is  difficult  to  understand  and  difficult  to  administer.  It  has 
multiple  programs,  varying  payments,  and  regulations  that  vary 
from  state  to  state.  It  is  very  complex.  The  radical  reform  plans 
would  replace  it  with  a  single  system  that  purportedly  would  be 
easy  to  understand  and  easy  to  administer,  with  the  same  pay- 
ments and  regulations  applying  to  the  entire  country. 

The  current  welfare  system  can  be  likened  to  a  rugged  terrain 
of  hills,  mountains,  and  valleys,  a  wonderfully  complex  array  of 
programs,  payment  levels,  and  eligibility  rules  that  change  as  one 
moves  from  city  to  city,  from  state  to  state.  It  can  be  argued  that 
.  this  is  as  it.  must  be,  a  complex  welfare  system  dealing  with  the 
•very  complex  problem  of  the  poor  in  America.  This  view  is  shared 
by  a  small,  but  influential  group  of  welfare  experts.  One  of  them. 
Semor  Fellow  Richard  Nathan  of  the  Brookings  Institution  and 
formerly  Deputy  Undersecretary  for  Welfare  of  HEW,  asserts 
"flatly,  "The  existence  of  a  'welfare  mess'  tends  to  be  overstated. 
Any  system  that  provides  aid  to  people  in  the  lowest-income 
groups,  who  arc  highly  mobile  and  often  have  limited  job  and 
-literacy  skills,  is  going  to  be  difficult  to  administer? " 

AH  of  the  radical  welfare  reform  plansVould  like  to  lev  el  the 
hilly  aig|  mountainous  terrain  of  the  current  welfare  system, 
replacing  it  with  broad,  flat  plains.  One  critical  clement  in  all 
these  plans  is  the  hcijjh'  of  trn*  plain  that  would  replace  the  hills 
and  mountains.  If  it  is  set  loner  than  any  of  the  hilltops  and 
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mouwam  peaks,  welfare  payment*  will  be  reduced  for  hundreds 
of  thousands,  perhaps  millions,  of  Americans.  If  the  new  welfare 
plan  is  raised  to  the  highest  peaks  and  all  the  valleys  are  filled  in 
welfare  payments  will  be  sharply  increased  for  millions  of  Ameri- 
cans and  the  costs  will  be  extraordinarily  high.  There  is  no  way 
out  of  this  dilemma. 

But  the  demography  of  low-income  America  has  not  "hin- 
dered the  quest  for  a  guaranteed  income  plan  that  will  work 
lake  medieval  alchemists  searching  for  the  universal  solvent,  some 
modern  social  scientists  continue  to  search  for  a  feasible  guaran- 
teed income  plan-a  plan  that  will  simultaneously  provide  a 
decent  level  of  help  to  the  poor,  guarantee  a  basic  income  for  all 
have  a  reasonable  cost,  and  be  acceptable  to  the  voting  public' 
All  would  agree  that  such  a  plan  is  difficult  to  find;  perhaps  a 
more  interesting  question  is  whether  or  not  such  a  plan  is  possible 
All  radical  welfare  reform  schemes  have  three  basic  "parts 
that  are  politically  sensitive  to  a  high  degree.  The  first  is  the  basic 
benent  level  provided,  for  example,  to  a  family  of  four  on  welfare 
The  seconds  the  degree  to  which  the  program  affects  the  incen- 
tiv,  cf  a  person  on  welfare  to  find  work  or  to  cam  more.  The  third 
is  'he  additional  cost  to  the  taxpayers. 

there  are  many  other  important  aspects  of  welfare  programs 
« vi  tnc  plans  to  reform  them,  but  each  of  the  above  three  is 
critical  to  the  chance  of  any  particular  reform  plan  passing  the 
Congress  and  being  signed  into  law  by  the  President.  To  become 
a  political  reality  the  plan  must  provide  a  decent  level  of  support 
for  those  on  welfare,  it  must  contain  strong  incentives  to  work 
and  it  must  have  a  reasonable  cost.  And  it  must  do  ail  three  at  ' 
the  samttime.  If  any  one  of  these  parts  is  missing  or  deficient,  the 
reform  plan  is  nakedly  vulnerable  to  anyone  who  wishes  to  attack 
and  condemn  it. 

The  typical  welfare  family  of  four  in  the  United  States  now 
qualifies  for  about  $6,000  in  sen  ices  and  money  evcrv  year.  In 
higher-paying  states,  like  New  Vork,  a  number  of  welfare  families 
receiv  e  annual  benehts  ranging  from  $7,000  to  $12,000.  and  more/ 
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There  is  no  way  that  the  Congress,  at  least  in  the  near 
future,  ts  going  to  pass  any  kind  of  welfare  reform  that  actually 
reduces  payments  for  mflftont  of  welfare  recipients.  Even  the  most 
hardy  welfare  skeptics  in  the  Congress  will  shy  away  from  this 
possibility.  The  media  response  would  be  virtually  unanimous- 
the  "reform"  would  be  denounced  as  cruel  arid  mean-spirited 
Countless  documented  case  examples  would  soon  drive  the  point 
home  to  everyone  watching  the  evening  television  news.  Even  if 
the  Congress  were  to  pass  a  cut  in  welfare  benefits  for  millions  of 
Americans,  no  President  could  resist  vetoing  the  bill. 

Any  radical  welfare  reform  plan  has  to  ensure  that  virtually 
no  one  now  validly  covered  under  any  of  our  welfare  programs 
would  suffer  any  loss  or  reduction  in  benefits*  This  is  especially 
true  of  programs  for  the  blind,  the  aged,  the  disabled,  and  those 
on  AFDC,  The  minimum  level  of  support  provided  for  a  family 
of  four  by  any  reform  plan  must  approach  the  level  of  payments 
in  states  like  New  York  and  California,  where  a  large  segment  of 
the  welfare  population  lives,  a  level  that  averages  approximately 
$6,000  a  year. 

A  second  major  consideration  concerning  the  political  feast- 
btlity  of  any  radical  welfare  reform  plan  is  the  "welfare  tax  rate/' 
All  current  welfare  programs  that  are  "income-tested"  provide 
for  a  reduction  in  the  amount  of  the  welfare  payment  when  the 
recipient  of  those  payments  begin  either  to  earn  money  or  to  earn 
more  money.  And  all  of  the  proposed  radical  welfare  plans  incor- 
porate some  schedule  of  welfare  payment  reductions  as  a  function 
of  increasing  income -the  more^you  earn,  the  less  you  get  from  the 
taxpayers,  ■  

This  welfare  tax  rate  has  the  same  effect  on  the  financial 
incentive  to  work  as  normal  taxes*  The  financial  incentive  for 
a  welfare  recipient  to  get  a  job.  or  to  earn  more  rnfcncy,  is  directly 
related  to  how  much  the  person  earns  and  how  much  welfare 
benefits  are  reduced  because  of  those  earnings.  If  a  welfare 
recipient  earns  an  additional  $.1,000  a  year  and  his  welfare  check 
is  reduced  by,  say,  $200,  the  result  is  precisely  the  same  as  if  he 


had  to  pay  $200  in  federal  income  taxes  on  $1,000  of  income 
In  both  cases  the  effective  tax  rate  would  be  20  percent.  If  welfare 
benefits  are  reduced  $500  for  every  $1,000  increase  in  earnings 
the  tax  rate  would  be  50  percent;  if  they  are  reduced  $700  for 
every  $1,000  increase  in  earnings,  the  tax  rate  would  be  70  per- 
cent, and  so  on, 

A  person's  desire  for  additional  income  is  unquestionably 
diminished  when  he  realizes  that  he  can  keep  only  half  or  one- 
fourth  of  it  for  himself.  To  make  the  financial  incentive  to  work  the 
mam  instrument  for  inducing  potentially  self-sufficient  people  to 
leave  the  welfare  rolls  and  rise  out  of  poverty,  and  then  to  impose 
on  those  people  incentive-destroying  rates  of  taxation  far  above 
that  of  the  average  worker,  is  unconscionable  and  clearly  con- 
trary to  the  expressed  goals  of  welfare  reform. 

Any  radical  plan  for  the  reform  of  welfare  that  docs  not 
ensure  a  strong  financial  incentive  to  work  is  vulnerable  to  the 
same  charges  that  were  leveled  at  President  Nixon's  Familv 
Assistance  Plan  by  the  Senate  Finance  Committee  with  such 
devastating  effect  in  1969. 

Exactly  what  constitutes  a  "strong"  financial  incentive  to 
work  is  open  to  debate- a  marginal  tax  rate  that  may  discourage 
one  person  from  working  could  easily  have  little  or  no  effect  on 
someone  else.  But  in  general  terms  we  can  say  that  low  marginal 
tax  rates,  from  zero  to,  say.  13  or  20  percent,  seem  to  have  a  rela- 
tively minimal  effect  on  work  effort;  that  as  tax  rates  move  up 
into  the  region  of  40,30,  or  ev«M&  per  cent,  an  increasing  number 
of  people  are  adversely  affected;  and  that  as  tax  rates  approach 
the  confiscatory  levels  of  80.  90,  or  even  100  percent  and  more 
the  work  disincentive  becomes  very  powerful.  The  primary  earner 
in  a  typical  family  of  four  dot*  not  begin  to  pay  federal  income 
taxes  until  his  income  exceeds  $6,900  and  the  total  effective  mar- 
ginal tax  rate  he  then  faces  is  just  over  29  percent  * 

•The  introduction  of  ihe  federal  earned  income  <rcdit  ha,  djscortcd  the 
normal  even,  upward  fiW  of  marginal  tax  rate,.  See  Tablr  B?  in 
Append B, 
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Practically  speaking,  a  marginal  cax  rate  that  is  low  enough 
to  provide  welfare  recipients  with  a  strong  financial  incentive  to 
work  should  probably  be  no  more  than  it  is  for  people  who  are 
first  entering  the  labor  force.  This  means  a  total  marginal  tax  rate 
of  20  percent  or  lower.  There  is  no  way  to  know  with  certainty 
that  this  is  the  highest  the  marginal  tax  rate  could  go  without 
seriously  impairing  the  financial  incentive  to  work*  But  we  have 
had  many  years  of  experience  with  marginal  tax  rates  of  this 
order  of  magnitude  for  low-income  workers  with  no  apparent 
serious  consequences.  Looked  at  from  a  different  perspective,  one 
could  ask  why  a  person  on  welfare  should  be  taxed  more  to  enter 
the  job  market  than  a  person  who  is  not  on  welfare.  A  total 
marginal  tax  rate  of  approximately  20  percent  is  considered 
appropriate  when  one  first  begi  $  to  pay  federal  taxes,  and  if  it  is 
generally  accepted  that  raisir  J  those  tax  rates  introduces  serious 
work  disincentives  for  low-ir^ome  workers.  It  therefore  is  difficult 
to  understand  the  ration-  c  behind  the  application  of  tax  rates 
far  in  excess  of  20  percent  io  welfare  recipients,  especially  in  view 
of  the  increasing  reliance  on  financial  incentives  to  induce  people 
to  leave  the  welfare  rolls  and  become  self-supporting. 

Yet  the  nature  of  the  radical  welfare  reform  plans  so  far 
proposed  is  such  that  even  the  most  timid  plan  involves  marginal 
welfare  tax  rates  of  not  20  percent,  but  50  percent  and  higher. 
The  revised  Family  Assistance  Plan,  usually  referred  to  by  its  bill 
;  number*  H.R.I,  which  actually  was  passed  by  the  House  of 
Representatives  in  197 1,  had  marginal  tax  rates  of  well  over  100 
percent  for  the  income  range  of  $2,000  to  $5,000/  Another  plan, 
introduced  by  Senator  Russell  Long,  ha'dlriaf^naTfax  rates  that 
"averaged  just  under  100  percent  on  increments  to  earnings 
between  $3,000  -  ^d  $6,900  per  year/"  Neither  plan  managed  to 
get  past  the  Senate. 

When  one  considers  that  the  marginal  welfare  tax  rates  of 
existing  welfare  programs  range  well  ov  er  70  pe  rcent,  it  is  under- 
standable how  people  can  propose  welfare  reform  procrams  with 
marginal  tax  rates  of  *f)0  to  60  percent  and  consider  thrm  to  be 
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few    While  low  in  a  relative  sense,  they  are  very  high  on  an 
absolute  scale,  which  is  what  affects  the  financial  incentive  to 
work  Any  radical  welfare  reform  plan  that  claims  to  have  a 
strong  financial  incentive  to  work  must  obviously  have  tax  rates 
that  ape  reasonably  close  to  20  percent,  and  preferably  much  less 
Marginal  welfare  tax  rates  of  40  or  50  percent  are  a  deter- 
rent  tj>  working.  Tax  rates  that  approach  70  percent,  and  in 
some  cases  100  percent  or  mot  .  arc  confiscatory  and  virtually 
eliminate  the  financial  incentive  to  work.  As  far  as  any  new  redical 
welfare  reform  plan  goes,  the  marginal  tax  rate  it  establishes  for 
welfare  recipients  should,  if  one  is  to  continue  to  rely  on  financial 
incentives  to  induce  people  to  get  off  welfare,  at  the  very  least  not 
exceed  the  high  rate  now  embedded  in  our  current  welfare  pro- 
grams. At  least  then  the  proponents  of  the  plan  could  claim  that 
they  have  not  reduced  the  virtually  nonexistent  incentive  to  work 
^further.  Of  course,  if  we  are  serious  about  having  a  strong 
financial  incentive  to  work,  the  marginal  tax  rate  should  probably 
be  no  higher  than  30  percent,  preferably  20  percent,  or  even  lower. 

When  Milton  Friedman  was  asked  to  testify  before  the 
House  Ways  and  Means  Committee  on  President  NixdttV  welfare 
reform  plan,  he  emphasized  the  necessity  of  having  strong  finan- 
cial work  incentives,  stating  flatly.  "In  my  opinion,  the  most 
important  need  in  welfare  reform  is  to  provide  a  strong  incentive 
tor  persons  receiving  governmental  assistance  to  become  self- 
supporting.      For  the  class  of  persons  involved,  50  percent  is  a 
very  high  rate.  Vet,  given  the  present  low  exemptions  under  the 
positive  income  tax ...  it  is  hard  to  construct  a  feasible  schemr 
with  a  much  lower  rate.  In  my  own  proposals  for  a  negative 
income  tax,  I  have  reluctantly  recommended  a  50  percent  rate, 
viewing  it  as  the  highest  that  would  give  families  a  strong  enough 
incentive  to  work  themselves  off  relief. . . .  This  Committee  can 
cno,tnou»Jy  improve  the  present  proposals  by  insisting  that  no 
combined  marginal  tax  rate  should  exceed  50  percent.." 

Plans  containing  truly  effective  financial  work  incentives 
would  entail  tax  rates  not  exceeding  15  or  20  percent.  Tax  rates 
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at  high  at  50  percent  might  be  politically  tolerable  in  today's 
context,  but  would  not  be  effective  in  motivating  people  on  wel- 
fare to  work.  Any  radical  welfare  reform  plan  having  tax  rates 
that  begin  to  stray  up  into  the  category  of  70  and  80  percent  and 
above  has  virtually  no  chance  of  gaining  political  acceptance. 
All  some  enterprising  senator  or  congressman  would*  have  to  do 
to  demolish  the  plan  would  be  to  construct  a  few  charts  showing 
how  welfare  recipients'  take-home  benefits  changed  as  they  began 
to  work  and  earn  more  money.  It  would  quickly  be  proven  that 
the  financial  incentive  to  work  was  almost  nonexistent. 

A  third  major  consideration  affecting  the  political  feasibility 
of  any  radical  welfare  reform  plan  is  the  cost.  The  amount  of 
money  that  any  welfare  reform  plan  can  add  to  the  federal  budget 
and  still  be  politically  acceptable  is  a  function  of  many  factors 
and  changes  constantly.  Among  other  things  it  is  a  function  of 
whether  people  believe  the  amount  now  spent  on  welfare  is  suffi- 
cient or  not,  of  how  high  welfare  reform  is  on  the  public's  list  of 
spending  priorities,  and  of  the  fiscal  condition  of  the  federal 
budget. 

The  current  circumstances  and  the  prospects  for  future 
change  are  not  encouraging,  A  1976  nationwide  Harris  poll  cited 
earlier  indicated  that  58  percent  of  the  public  felt  that  spending 
on  welfare  could  be  cut  by  one-third  without  serious  loss.  The 
danger  of  double-digit  inflation  and  high  unemployment  threat- 
ened by  the  huge  budget  deficits  being  incurred  by  the  federal 
gt  ernment  is  causing  every  new  spending  proposal  to  come  under 
the  strictest  scrutiny.  A  major  radical  welfare  reform  plan  could 
be  financed  only  by  increasing  taxes,  cutting  expenditures  on 
other  federal  programs,  or  borrowing  money-or  some  combina- 
tion of  these. 

The  politically  acceptable  cost  of  wetfafc^ieform  is  difficult 
to  estimate  with  precision.  But  given  the  public's  attuutfctoiyard 
welfare  spending  in  particular,  and  the  widespread  opposition 
to  higher  taxes  in  general,  to  spending  cuts  in  other  federal  pro- 
grams, and  to  increased  federal  budget  deficits,  there  seems  to  be 
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little  hope  of  mobilizing  the  public  support  necessary  for  a  sub- 
stantial increase  in  welfare  spending.  In  fact,  any  increase  in 
federal  spending  for  welfare  reform  may  be  out  of  the  question 
in  the  near  future. 

For  any  radical  welfare  reform  program  to  succeed  polit- 
ically-to  be  passed  by  the  Congress  and  signed  into  law  by  he 
President- then,  three  necessary  major  conditions  must  be  met 
( 1 )  total  welfare  benefits  for  a  typical  family  of  four  cannot  fall 
much  below  $6,000  a  year;  (2)  the  total  effective  marginal  tax 
rate  on  welfare  recipients'  earnings  should  not  exceed  50  percent 
and  cannot  exceed  70  percent;  and  (3)  there  should  be  no  sub- 
stantial additional  cost  to  the  taxpayers. 

The  three  basic  elements  involved  in  any  radical  welfare 
reform  plan-the  level  of  benefits,  the  marginal  rate  of  taxation, 
and  die  overall  cost  to  the  taxpayers-are  inextricably  linked  to 
one  another.  If  the  level  of  benefits  is  increased,  and  the  tax  rate 
is  held  constant,  the  overall  cost  must  increase;  if  the  overall  cost 
is  held  constant,  the  tax  rate  must  increase.  If  the  tax  rate  is 
decreased,  and  the  overall  cost  is  held  constant,  the  le,  A  of  bene- 
fits must  decrease;  if  the  level  of  benefits  is  held  constant,  the 
overall  cost  must  increase.  If  the  overall  cost  is  decreased,  and 
the  level  of  benefits  is  held  constant,  the  tax  rate  must  increase; 
if  the  tax  rate  is  held  constant,  the  level  of  benefits  must  decrease' 
It  is  impossible  to  change  any  one  of  these  three  main 
variables  without  affecting  the  others.  Setting  the  values  for  any 
two  of  them  automatically  determines  the  other  one.  There  is 
a  direct  mathematical  relationship  among  all  three  muiabk^ 
minimum  benefit  levels,  tax  rate,  and  cost-that  is  fixed  for  any 
particular  radical  welfare  reform  plan,  a  relationship  that  cannot 
be  broken. 

When  any  two  of  the  three  basic  elements  of  radical  welfare 
reform  are  set  at  politically  acceptable  levels,  the  remaining  ele- 
ment becomes  unacceptable.  For  example,  if  both  the  minimum 
welfare  benefit  level  and  the  tax  rate  are  set  so  they  will  be 
acceptable  in  today  s  political  context,  the  cost  of  radical  welfare 
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reform  balloons  into  tens  of  billions  of  dollars,  adding  millions  of 
Americans  to  the  welfare  rolls.  On  the  other  hand,  if  the  welfare . 
benefit  level  is  set  it  a  politically  tolerable  level,  and  the  overall 
cost  is  held  dowr .  the  result  is  a  tax  rate  that  approaches  con- 
fiscatory levels  and  destroys  the  financial  incentive  to  work.  And. 
finally,  if  the  cost  is  acceptable  and  the  tax  rate  f  .  low  enough  to 
create  a  strong  financial  .incentive  to  work,  the  level  of  welfare 
benefits  in  the  plan  must  be  reduced  to  such  a  low  level  that  the 
plan  would  have  no  chance  whatsoever  of  being  enacted.  There 
is  no  way  to  achieve  all  the  politically  necessary  conditions  for 
radical  welfare  jpform  at  the  same  time. 

As  long  as  Americans  believe  that  poor  people  who  cannot 
help  themselves  deserve  a  decent  level  of  welfare  support,  that 
people's  incentive  to  work  should  not  be  taken  away  from  them, 
and  that  to  increase  their  taxes  to  give  money  to  someone  who 
may  not  feel  like  working  is  unthinkable,  the  kind  of  radical  wel- 
fare reform  being  discussed  in  some  of  today's  best  and  brightest 
intellectual  circles  is  going  to  remain  an  ideological  fantasy,  bereft 
of  friends  in  the  hard  world  of  politics. 

During  the  spring  of  1969,  as  a  member  of  the  White  House 
working  group  charged  with  putting  together  President  Nixon's 
welfare  reform  package,  I  attended  many  staff  meetings  on  wel- 
fare. As  Nixon's  welfare  reform  plan  neared  its  final  shape  it 
became  uncomfortably  clear  that  there  were  serious  problems. 
The  meetings  seemed  to  move  in  a  circular  pattern.  At  one  meet- 
ing it  would  be  pointed  out  that  the  financial  work  incentives  in 
the  plan  were  far  too  low,  that  we  could  not  reasonably  subject 
poor  people  to  effective  marginal  tax  rates  of  well  over  70  percent. 
All  would  agree,  heads  would  nod,  and  the  plan  would  go  back  to 
the  drawing  boards  at  HEW.  At  the  next  meeting  it  would  be 
noted  with  satisfaction  that  the  marginal  tax  rate,  while  still  very 
high  at  50  percent,  uas  a  notable  improvement  and  we  could  live 
with  it.  Then  jpmeone  would  point  out  that  the  rev  ised  plan  now 
cost  several  billion  dollars  more*  than  before .  and  was  therefore 
unacceptable  for  budgetary'  reasons.  AH  would  agree,  heads  would 
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nod,  and  the  plan  would  go  back  to  HEW. 

The  next  time  wc  got  together,  everything  would  seem  fine- 
thc  marginal  tax  rate  had  stayed  at  50  percent,  the  overall  cost 
was  within  budget  limitations.  But  then  someone  would  complain 
that  the  annual  payment  to  a  family  of  four  was  far  below  what 
theywerc  then  receiving  from  current  welfare  programs.  It  was 
agreed  that  this  was  politically  intolerable,  heads  would  nod,  and 
the  plan  would  go  back  once  again  to  HEW.  At  the  next  meeting 
the  newly  revised  plan  was  examined  more  wanly.  The  overall 
cost  was  within  budget  limitations  and  the  minimum  payment  to 
a  family  of  four  seemed  to  be  sufficient  to  live  decently  on.  But 
then  someone  noticed  that  the  effective  marginal  tax  rate  on 
earned  income  had  gone  back  up  to  over  70  percent.  All  agreed 
this  wai  unacceptable,  head,  nodded,  and  the  welfare  experts 
from  HLW  vowed  to  redraft  it  once  again. 

This  game  continued  until  the  necessity  of  sliding  a  bill  to 
the  Congress  ended  it.  No  one  seemed  to  clearly  comprehend  that 
there  was,  in  fact,  no  way  out  of  the  dilemma  presented  by  the 
conflicting  goals  of  reasonably  high  welfare  payments,  low  tax 
rates,  and  low  cost.  To  some  it  seemed  that  the  plan  was  "such  a 
good  thing  that  the  possibility  of  it  not  being  possible  was  never 
seriously  cotmdercd.  So  Nixon  sent  the  Family  Assistance  Plan 
the  version  with  the  high  marginal  rates,  to  the  Congress.  The 
House  of  Representatives  never  did  have  the  time  to  understand 
thecomplexines  of  the  proposal  and  passed  the  bill  (243  to  155) 
Subsequently,  however,  an  understanding  of  the  important  and 
radical  imphcauons  of  Nixon's  welfare  reform  plan  began  to 
sprcaa  and  by  the  time  it  reached  the  Senate  Finance  Committee 
enough  members  of  that  committee  understood  them  well  enough 
to  ask  the  simple  questions  that  destroyed  it. 

One  of  the  most  embarrassing  exchanges  during  the  Senate 
finance  Committee  hearings,  which  took  place  in  early  1970 
occurred  among  Senator  Russell  Long  of  Louisiana,  the  commit-' 
tee  chairman.  Senator  John  Williams,  the  ranking  Republican 
Irom  Delaware,  and  Robert  Patricelli.  then  Deputy  Undersecre- 
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tary  for  Policy  of  HEW  who  had  had  a  major  part  in  drafting  the 
bill  Patricelli  had  also  been  a  member  of  the  White  House  work- 
ing group  and  had  pushed  hard  to  send  the  bill  to  the  Congress. 
As  the  hearings  progressed,  Senators  Long  and  Williams  quickly 
struck  at  the  weakest  link  in  the  Family  Assistance  Plan  : 

senator  Williams:  .  . .  If  they  [welfare  recipients'  increase 
their  earnings  from  $720  to  $5,560  under  this  bill,  they  have 
a  spendable  income  of  $6, 109,  or  $19  less  than  they  would  if 
they  sit  in  a  rocking  chair  earning  only  $720,  fs  that  not 
correct? 

mr,  patricelli;  That  is  correct,  Senator,  ,  , , 

senator  wiLLrAMs :  They  are  penalized  $19  because  they  e;o 
out  and  earn  $5,500.  Is  that  correct? 

mr,  patricelli:   That  is  correct, 

the  chairman  :  How  can  anybody  justify  a  situation  where 
a  fellow  goes  to  work  to  help  himself  and  his  family  and  he- 
makes  $3,920;  he  gets  up  to  where  his  total  income  is  $6,986, 
and  then  if  he  makes  $1,600  more,  his  total  income  drops  to 
$6,109,  Now,  how  can  you  justify  the  man  having  $800  less 
after  he  makes  $1,600  more?  How  do  you  justify  that;1  What 
possible  logic  is  there  to  it? 

mr,  patricelli;  There  is  none,  Senator. , ,  .* 

As  Daniel  Patrick  Moynthan  later  admitted,  "The  hearings 
were  a  calamity,"7  The  saddest  aspect  of  this  humiliating  political 
defeat,  from  the  viewpoint  of  the  Republican  Administration,  was 
that  it  was  totally  unnecessary,  Patricelli  and  other  welfare  experts 
from  HEW  were  aware  t^at  the  bill  sent  to  the  Congress  contained 
dtfects  that,  if  widely  known,  could  cause  its  defeat  And  they 
knew  it  when  they  sold  the  welfare  reform  plan  to  Nixon. 

The  lesson  that  comes  from  fifteen  years  of  radical  welfare 
reform  plans  from  massive  computer  simulations  of  every  con- 
ceivable combination  of  welfare  payment  levels,  tax  rates,  and 


502 


497 


cost,  from  hundreds  of  hours  of  congressional  testimony  and  from 
countless  academic  studies-ic  a  ■•  ,.   7  m 

that  radial  J,Yf         t  *rad"a"y  spreading  awareness 

that  rad.cal  welfare  reform  cannot  be  accomplished  without 
mcurnng  tntolerable  political  costs.  The  AchilW  heel  of  al 

«™Lt^m  i$  that  thcrc " no  ~>  » 

£?Z  ,  PaymCm  ,eVC,S'  tax  rat«'  and  Pro-am  cost 
X^yZX  «  ^  ~  «  —  -        or  tooL  toZ 

During  the  last  decade  or  so  some  of  the  most  brilliant  think- 
mm  economy  po.iucal  science,  and  sociology  have"  ugTd 
to  develop  a  welfare  reform  plan  that  would  X  this  d  lemma 
of  confhcung  goals.  None  has  succeeded.  And  now  some  72 

Z"l  Z*;^  °f  ^  «  -luctantlyTndud m 

hat   it  can  t  be  done,    hor  the  most  part  the  analyses  and  con 
elusions  of  these  experts  have  been  set  forth  in  relat^y  obscure 
scholarly  journals  and  government  publications 

itv  of  the^h^  PT0n  l°  fX,'m  °Ut  C,Car,y  thc  i"econcilabi|. 
ty  of  he  three  mam  features  of  a  guaranteed  income  was  Pro- 
essor  James  Tobm  of  Vale  University.  In  1966  he  wrote  •  n  the 

des.gn  of  an  mtegrated  allowance  and  tax  schedule  a  compromise 

must  be  struck  among  three  objectives,  (a)  providing'™! 

baste  allowance  for  families  with  little  or  no  earnings,  (b)  buUd 

«ctar>  cost  of  the  scheme. . .  U  is  essential  to  keep  in  mind  tha, 
some  compromise  is  necessary,  that  there  are  ineZat^onZt 
among  the  three  listed  objectives:"  inputs 
One  of  the  nation's  best-known  experts  on  welfare  reform 
today  „  Senior  Fellow  Henry  Aaron  of  the  Brookings  Institution 

HF\V  in  'h  b//r7dCm  CartCr  l°  «*  Assistanf.Secretary  oi 
HLU  „  charge  of  developing  his  welfare  reform  proposals.  Sum- 

"P  b,<  ana,>S,S  .;>  —  1  radical  welfare  reform  plans  in 

TL  T  Tu-  "lht: ,,av,n  c:°n?r<'ss  had  foi,nd  ■■«  difficult 

to  find  a  plan  that  proxies  universal  b^nefm  at  a  loel  redded 
asrea     abIt,  (hjt  s  ^  .^.^    ^  «. 

vastly  m,re  expense  than  President  Nixon's  proposals  i*  that  no 
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such  plan  exists  or  can  be  devised:  These  objectives  are  mutually 
inconsistent."' 

Leonard  J.  Hausman,  associate  professor  of  social  research 
at  the  Graduate  School  for  Advanced  Studies  in  Social  Welfare 
at  Brandeis  University,  has  similarly  concluded,  "When  designing 
a  cash  transfer  program,  policymakers  seek  high  guarantees,  low 
tax  rates,  and  low  break-even  income  levels.  But  attaining  any 
two  of  these  objectives  conflicts  with  the  third.  .  , .  No  system  of 
transfers  can  escape  the  dilemmas  of  income  maintenance  pro- 
grams. 

Samuel  A,  Rca,  Jr„  assistant  professor  of  economics  at  the 
University  of  Toronto,  conducted  a  comprehensive  study  of  radi- 
cal welfare  reform  plans  in  1974  for  the  Joint  Economic  Com- 
mittee as  part  of  its  overall  examination  of  public  welfare  policies. 
In  his  conclusion  he  states:  "Programs  which  minimize  the  reduc- 
tions in  work  effort  tend  to  be  inefficient  in  their  impact  on 
poverty.  Programs  with  ample  benefits  for  those  with  low  incomes 
tend  to  be  extremely  costly.  A  decrease  in  the  marginal  tax  rate 
for  a  negative  income  tax  increases  the  budget  cost  and  gives 
more  benefits  to  those  above  the  poverty  line.  Conversely,  reduc- 
tions in  benefits  to  those  with  higher  income  through  an  increased 
tax  rate  reduce  the  incentives  to  work  and  increase  the  real 
cost.  .  .  .  The  central  point  of  this  paper  is  that  there  is  no  way  of 
simultaneously  meeting  all  of  these  objectives  for  income  mainte- 
nance programs /m 

Irene  Lurie,  assistant  professor  of  economics  at  Union  Col- 
lege and  staff  member  of  the  Institute  for  Researcn  on  Poverty 
at*  the  University  of  Wisconsin,  organized  a  major  conference  on 
welfare  reform  policy  in  1972.  In  her  overview  paper  she  con- 
cluded, '  The  dissatisfaction  with  each  of  the  programs  points  to 
one  of  the  major  lessons  of  the  confeience;  All  desired  goals  can- 
not be  achieved  simultaneously  and  trade-off*  atnomj  them  must 
be  made  in  designing  a  system  of  programs ' 

Discussing  President  Carter  s  intention  to  reform  welfare. 
Richard  Nathan,  senior  fellow  of  the  Brookings  Institution, 
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advised  in  early  1977,  "Again  there  is  talk  of  cleaning  dpyhe 
•uelfare  mess'  bv  instituting  a  brand  new  system- which  would 
end  icd  tape  and  save  the  taxpayers'  money.  Sty  suggeftion  is  that 
we  abandon  the  search  for  a  Utopian  solution  to  wdfqft  problems 
and  instead  build  on  the  programs  we  have.",,  * 

In  another  recent  major  study  of  public  welfare  policv.  two 
members  of  the  staff  of  the  Subcommittee  on  Fiscal  Policy  of  the 
Joint  Kconomic  Committee.  Vee  Burke  and  Alair  A.  Townscnd, 
summed  up  their  research  findings  by  stafing.  "Income  main- 
tenance programs  can  be  judged  for  their  progress  toward  several 
goals,  especially  poverty  reduction,  maintenance  of  work  incen- 
tives, least  budget  cost,  and  enhanced  equity.  Unfortunately,  these 
objectiv  es  are  inherently  at  odds  with  each  other. .  . .  //  jj  impos- 
sible to  fulfill  simultaneously  all  the  desired  objectives:" ' 

In  another  major  e  xamination  of  our  welfare  system  and  the 
radical  proposals  to  ieform  it,  Edgar  K.  Browning,  associate 
professor  of  economics  at  the  University  of  Virginia,  ruefully 
admitted  that  the  negative  income  tax  approach  he  favors  has 
serious  problems:  "It  appears  advisable,  then,  to  have  a  low 
breakeven  income  and  a  low  tax  rate,  but  a  high  income  guar- 
antee. I'nfortunatel),  it  is  impossible  to  achieve  simultaneously 
all  these  aims,  because  of  the  necessary  relationship  between  the 
policy  variables."' 

S»  Writing  in  the  Public  Interest  in  early  1977.  Fred  Doolittle. 
doctoral  student  in  economics,  Frank  Levy,  associate  professor  of 
public  policy,  and  Michael  Wiseman,  assistant  professor  of  eco- 
nomics, all  at  the  University  of  California  at  Berkeley,  assessed 
President  Carter  s  promise  of  welfare  reform  and  concluded. 
"It  is  the  beginning  of  welfare  wisdom  to  recogni/e  that  such 
idealiyd  systems-  cannot  be  achieved,  no  matter  how  ambitious 
the  legislation.'.  .  Any  suggestion  of  total  welfare  reform'  will 
expose  every  aspect  of  the  existing  >vstcm  t.»  new  debate  guaran- 
teeing political  stalemate  " 

The  verdict  is  in  Whether  it  is  the  negative  in<  omr  t.t\.  t|,<- 
KimiK  AssUt.mee  Plan.  \f<<.o\(in>  \1  mm  Dernomaut.  U  K  1 


505 


500 


(the  revised  Family  Assistance  Plan),  on  HEW's  Income  Supple- 
mentation  Plan  they  all  have  the  same  problem.  At  least  one,  and 
sometimes  more,  of  the  three  necessary  conditions  for  political 
acceptance  are  absent. 

The  political  impossibility  of'  radical  welfare  reform  does 
not  mean  that  such  radical  change  is  .technically  impossible.  A 
program  of  radical  welfare  reform  can  be  developed,  as  many 
already  have  been.  The  program  can  be  passed  into  law,  and  it 
can  be  implemented.  But  if  it  is,  there  will  be  consequences  cither 
lower  welfare  benefits  or  higher  rates  of  taxation  for  the  poor,  or 
tens  of  billions  of  dollars  of  added  federal,  state,  and  local  cxpen- 
ditures-that  will  politically  be  very  painful  for  the  elected  officials 
who  Secome  identified  with  the  support  of  that  radical  reform, 

!;i  addition  to  the  three  major  determinants  of  political 
feasibility  just  discussed  there  are  other  factors  that  reduce  the 
chances  for  political  success  of  any  radical  welfare  plan  that 
attempts  to  guarantee  incomes.  First,  any  such  plan  would  add 
millions  of  Americans  to  the  welfare  rolls.  The  lower  the  welfare 
tax  rate,  or  the  rate  at  which  welfare  benefits  are  reduced  as 
earned  income  increases,  the  higher  the  annual  income  a  person 
can  have  and  still  remain  on  welfare.  Because  of  the  existing 
distribution  of  income  in  the  United  States,  even  slight  increases 
in  the  level  of  income  a  person  can  have  and  still  remain  on  wel- 
fare will  make  millions  of  additional  people  eligible.  As  Leonard 
Hausman  has  pointed  out,  "It  is  impossible,  under  any  scheme,  to 
maintain  low  cumulative  tax  rates  while  extending  substantial 
cash  and  in-kind  transfers  to  the  w  orking  pkx>r  w  ithout  also  extend- 
ing the  coverage  of  these  programs  to  middle-income  brackets.  1 

Second,  any  form  of  a  guaranteed  income  will  cause  a  sub- 
stantial amount  of  work  reduction  among  low-income  workers  in 
the  United  States.  The  reduction  in  work  effort  could  easily  run 
as  high  as  50  percent,  and  there  is  some  chance  it  would  h<*rvrn 
higher.  While  scarcely  appreciated  now.  thi*  phenomenon  could 
well  turn  out  to  be  the  most  politically  damaging  aspect  of  a 
guaranteed  income. 
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And  finally,  there  are  certain  to  be  unanticipated  social 
effects.  For  example,  one  striking  result  of  the  guaranteed  income 
experiments  was  a  sharp  increase  in  the  number  of  broken  mar- 
riages for  the  low-income  families  who  took  part  in  the  experi- 
ments. This  unexpected  phenomenon  is  ironic,  as  one  important 
virtue  often  claimed  for  a  guaranteed  income  is  the  strengthening 
of  the  family.  Unfortunately,  the  measured  results  of  the  Seattle 
Denver  guaranteed  income  experiment  revealed  that  the  inci- 
dence of  marriage  breakup  for  whites,  who  had  been  given  an 
income  guarantee  of  $3,800  a  year,  increased  430  percent  during 
the  first  six  months  of  the  experiment.  Over  the  entire  two-year 
period  studied,  family  breakup- relative  to  the  control  group- 
increased  244  percent  for  whites,  169  percent  for  blacks,  and  194 
percent  for  Chkanas." 

Apparently  many  low-income  women  were  dissatisfied  with 
their  marriages,  but  had  remained  with  their  families  because 
they  were  unable  to  support  themselves.  When-  a  guaranteed 
income  gave  them  a  sufficient  degree  of  financial  independence, 
even  though  only  for  a  few  years,  they  left." 

One  could  argue  that  these  marriage  breakups  were  a  good 
thing-that  the  couples  were  unhappy  together,  and  that  the 
guaranteed  income  made  it  possible  for  them  to  separate  or  get 
divorced.  On  thv  other  hand,  there  may  be  quite  a  few  taxpayer 
who  won't  understand  why  their  tax  money  should  be  used  to 
subsidize  the  breakup  of  marriages,  especially  those  that  involve 
children. 

If  the  insoluble  conflict  among  the  goals  of  adequate  welfaie 
benefit  payments,  low  marginal  tax  rates,  and  low  budget  cost  is 
ignored-as  it  can  be- there  still  remains  a  delicate  task  for  the 
politician  who  supports  such  rac* ,  1  welfare  reform.  In  the  next 
election,  he  is  the  one  who  win  have  to  answer  his  opponent's 
charge  that  he  voted  for  welfare  'reform"  that  lowered  welfare 
benefits  for  hundreds  of  thousands,  or  even  millions,  of  pooi 
people,  or  that  subjected  welfare  recipients  to  higher  tax  rates 
approaching  confiscatory  levels,  or  that  added  billions  of  dollars 
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to  the  welfare  budget.  He  is  the  one  who  will  have  to  explain  why 
so  many  more  Americans  went  cm  welfare,  why  so  many  of  them 
stopped  working,  and,  perhaps,  why  so  many  of  their  marriages 
broke  up. 

Politically,  it's  all  very  risky. 
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A  critique 

of  the 
guaranteed 
annual  income 

JAMES  C.  V AD  AKIN 

Q  recent  year*,  the  idea  of 

tome  farm  of  guaranteed  annual  income  program  covering  all  Ameri- 
can* has  captured  the  interest  of  many  scholars.  Numerous  proposals, 
varying  both  in  philosophy  and  content,  have  been  advanced  Their 
anthers  have  been,  in  roost  cases,  persons  of  recognized  stature  al- 
dwngbtf  widely  differragpo^ 

to  account  for  the  wide  degree  of  attention  that  has  been  generated 
The  main  income  guarantee  plans  which  have  been  proposed  are 
those  of  MOfcon  Friedman,  Robert  kunpman,  James  Tobte,  Robert 
Theobald,  and  Edward  Schwartz.  Although  not  preciaeh/ a  guarantee 
program  in  the  conventional  sense,  the  Report  of  the  Advisory  Coun- 
cil on  Pobhc  Welfare  also  merits  consideration. 

Nepatfre  hsteaw  fam  Friedman 

In  his  boct,  CapUaUsm  and  Freedom,  Professor  Milton  Friedman 
(of  Chicago)  suggests  die  adoption  of  what  he  terms  a  "negative 
income  tax."  As  he  explains  it,  we  now  have  an  exemption  of  1600  for 
each  taxpayer  and  dependent  under  the  federal  income  tax,  plus  a 
mlnhimm  standard  10  per  cent  deduction.  Exemptions  are  double  if 
the  person  fa  over  sixty-five  years  of  age  or  blind.  If  an  individual  has 
an  income  greater  than  the  sum  of  Ids  exemptions  and  deductions,  be 
pays  a  tax  on  the  balance.  If  his  income  is  less  than  thfa  rum,  he  simply 
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pays  do  tax.  In  the  latter  situation,  Friedman's  proposal  would  result 
in  the  government  making  a  payment  to  the  individual.  The  rate  of 
payment  would  be  set  at  50  per  cent,  this  figure  being  designed  to 
avoid  discouragement  to  incentive.  For  illustrative  purposes,  assume 
that  a  family  of  four  persons  had  exemptions"  plus  deductions  equal 
to  $3,000.  This  figure  would  be  a  sort  of  "break-even"  point.  On  any 
tocomc  above  this  amount,  the  femu>  would  pay  a  tax,  as  « iiew  the 
case.  But  if  the  family  had  no  income,  it  would  receive  $1,500  from 
the  government  -i.e.,  50  per  cent  of  the  difference  between  the 
^rwk-even-  amount  and  the  income  earned  If  earned  income  was 
12,000,  the  family  would  receive  a  payment  of  $500  -  i.e.,  50  per  cent 
of  the  $1,000  difference  between  income  earned  and  the  "break-even" 
point  The  cost  of  this  plan  is  estimated  at  about  $10  billion  annually, 
if  double  exemptions  are  retained 

In  considering  Friedman's  proposal,  it  is  important  to  understand 
that  he  suggests  the  plan  as  a  substitute  for  what  he  refers  to  as  the 
"present  rag  bag"  of  measures  in  the  social  welfare  field.  Friedman  is 
a  "liberal"  in  the  nineteenth-century  meaning  of  that  term  and  is 
strongly  opposed  to  governmental  intrusion  into  the  free  operation  of 
the  market  His  negative  income  tax  would  take  the  place  of  OASDI 
(Old  Age,  Survivor*',  and  Disability  Insurance  -  what  we  usually 
refer  to  as  "social  security"),  medicare,  old-age  and  other  forms  of 
assistance,  expenditures  for  public  health  institutions  and  activities, 
etc.  In  other  sections  of  the  book  Friedman  also  suggests  that  we 
e&ninate  public  housing,  farm  price  supports,  and  the  minimum 
wage  and  make  other  far-reaching  changes  in  existing  arrangements 
of  our  welfare  state. 
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The  various  proposals  of  Professor  Robert  Lampman  (of  Wis- 
consin) specify  different  rates  of  subsidy  to  be  added  to  earnings  as 
reported  under  the  income  tax,  such  subsidies  being  designed  to 
bring  each  individual  or  family  up  to  some  predetermined  minimum 
mooroe  level  The  subsidy  scales  are  regressive,  in  the  sense  that  as 
earnings  increase  the  rate  of  subsidy  declines.  This  is  designed  to 
afford  greater  assistance  to  very  low-income  earners.  The  matter  of 
the  level  of  any  subsidy  involves  two  questHmi  -  that  of  disincentives 
and  the  political  and  ethical  problem  posed  by  people  receiving  gov- 
ernment subsidies,  and  ending  up  with  incomes  as  large  or  almost  as 
Urge  as  those  who  do  not.  These  two  coosideratioai  -  incentives  and 
equity- are  inherent  in  all  of  the  plans  we  are  considering. 

Table  I  illustrate*  the  operation  of  one  of  Lampman 's  plans,  which 
was  prepared  in  1965  as  an  unpublished  study  for  the  Office  of  Eco- 
nomic Opportunity  and  which  uses  the  Social  Security  Aclininistra- 
tioo  poverty  lines  as  a  standard  for  drterrnining  the  break-even  point. 
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As  indicated,  a  family  with  no  income  would  be  $3,000  below  the 
break-even  point.  At  a  50  per  cent  subsidy  rate,  the  family  would  be 
paid  $1,500  by  the  government,  giving  it  a  total  income  of  $1,500.  But 
if  the  family  earned  $500,  the  subsidy  rate  would  fall  to  45  per  cent 
Applied  to  the  $2,500  difference  between  income  and  break-even 
point,  this  would  produce  a  subsidy  of  $1,125  which,  when  added  to 
the  income  earned,  would  give  the  family  a  total  income  of  $1,625. 
The  family  thus  keeps  $125  of  the  $500  it  earned:  in  effect,  it  pays  a 
tax  on  earnings  of  75  per  cent.  At  higher  earning  levels,  the  subsidy 
rate  declines,  as  shown;  so  does,  of  course,  the  effective  tax  on 
earnings. 

Tabu  1.  Income  Allowances  Plan:  Lampman,  Based  on  a  Four- 
Person  Family  and  a  Break-even  Point  of  $3,000  per  Year. 


EARNED 
INCOME 

AMOUNT  BY 
WHICH  INCOME 
IS  BELOW 
BREAK-EVEN 
POINT 

RATE  Or 
SUBSIDY 

AMOUNT 

or 

SUBSIDY 

TOTAL 
INCOME, 
INCLUWNC 
SUBSIDY 

None 

$3,000 

50* 

$1,500 

$1,500 

$  500 

2,500 

45 

1.125 

1,625 

1,000 

2,000 

38 

750 

1,750 

1,500 

1,500 

33 

500 

2,000 

2,000 

1,000 

25 

250 

2,250 

2,500 

500 

25 

125 

2,625 

2,800 

200 

25 

50 

2,850 

3,000 

0 

0 

0 

3,000 

Sow**:  Bwtnrif  W*wk,  November  13.  IW  B#Md  00  d»i»  ttsppita*  fry  Robtrt  Lmmpm** 


Depending  on  the  standard  chosen  for  the  break-even  point  and 
the  rate  of  subsidy  selected,  the  costs  of  Larnpmans  different  plans 
vary  between  $2  billion  and  $11  billion  annually,  based  on  1903 
statistics.  The  particular  plan  illustrated  in  Table  1  would  cost  ap- 
proximately $8  billion,  from  which  about  $3  billion  now  spent  for  pub- 
lic assistance  could  be  deducted  The  proposals  are  predicated  on 
keeping  OASDI  but  eliminating  some  existing  welfare  programs. 

Income  ftBowanctss  Tobta 

The  plan  of  Professor  James  Tobin  ( of  Yale),  while  somewhat  simi- 
lar to  Lampman's  approach,  contains  a  number  of  imaginative 
variations.  The  government  would  begin  by  paying  the  "taxpayer" 
who  is  below  the  "break-even  point"  $400  per  year  for  himself  and 
each  member  of  his  family,  commencing  at  zero  income.  This  allow- 
ance would  then  be  reduced  by  33%  cents  for  every  dollar  the  family 
earns.  By  permitting  the  family  to  keep  two- thirds  of  each  dollar 
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earned,  Tobin  hopes  that  incentive  to  work  will  not  be  undermined 
At  an  income  of  $1,200  per  person  per  year,  the  allowance  would  be 
mo.  Above  that  amount,  the  family  would  pay  taxes  at  the  rate  of 
33*  per  cent  of  each  additional  dollar.  Then,  at  some  higher  point 
the  regular  tax  schedule  would  apply.  * 
Table  2  is  an  illustration  offered  by  Tobin,  using  a  five-person  fam- 

Tabl*  2.  Income  Allowances  Plan:  Tobin.  Based  on  a  Married 
Couple  with  Three  Children. 


FAMILY 
INCOME 
BEFORE 
TAX  OR 
ALLOWANCE 


I 

1,000 

2,000 

2,500 

3,000 

3.700 

4.000 

5,000 

6,000 

7,000 

7,963* 

8.000 


TAX 

0 
0 
0 
0 
0 
0 

-42 
-185 
-338 
-501 
-654 
-658 


[  SCHEDULE 

INCOME 
AFTER 
TAX* 

PROPOSED  SCHEDULE 
TAX  INCOMS 
(  — )  OR        AFTER  TAX 
ALLOWANCE  OR 

(  +  )  ALLOWANCE 

$  0 

$  +  2,000 

$2,000 

1.000 

+  1,667 

2,667 

2,000 

+  1.333 

3.333 

2,500 

+  1.167 

3,667 

3,000 

+  1,000 

4.000 

3.700 

+767 

4.467 

3,958 

+667 

4.667 

4,815 

+333 

5.333 

5.662 

0 

6.000 

6,499 

-333 

6.667 

7.309 

-654 

7.309 

7.3*2 

-658 

7,342 

tw  It*  CMdm."  »  «»ow»oto«    r**  Ntw  RtpittHk.  November  26.  IW;  "HA*. 
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'^otm  *****  wWc*  praam  tax  (rtmfute  would  apply 
t  Actuate*  •  Maodard  JO  per  cam  deduction 


uy.  According  to  Table  2,  a  family  of  five  with  no  income  would 
receive  $2,000  from  the  government  annually  ($400  times  five  per- 
sons). If  the  family  earned  $1,000.  the  subsidy  would  be  reduced  by 
33J.  cents  for  each  dollar  earned  ( $333),  leaving  a  subsidy  of  $1,667 
which,  when  added  to  the  $1,000  earned,  would  give  the  family  a 
total  annual  income  of  $2,667.  At  an  income  of  $6,000,  the  subsidy 
would  cease.  Between  that  point  and  $7,963  the  l%x  rate  paid  by  the 
family  to  the  government  would  be  33K  per  cent,  above  which  the 
current  tax  table  would  become  operative.  Tobia  s  plan  would  have 
famih^laim  dtowances  on  a  current  basis  and  receive  monthly 
torialbnents.  Overpayments  or  underpayments  would  be  adjusted 
each  April  15,  in  the  same  manner  as  currently  applies  to  the  income 
rax  program, 
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Aside  from  purely  mechanical  matters,  Tobin  s  proposal  i$  pre- 
dicated on  a  somewhat  different  philosophical  basis  than  Friedman's. 
Tobin  states  that  both  a  "structural"  and  a  "distributive"  strategy  is 
needed  to  combat  poverty,  A  structural  approach  is  one  designed  to 
equip  the  poor  to  earn  a  decent  living,  of  which  various  War  on 
Poverty  and  Manpower  Training  Programs  are  examples.  Presum- 
ably, Friedman  would  oppose  these  measures,  A  "distributive*  method 
is  based  on  income  redistribution  along  guaranteed  annual  income  or 
other  lines.  Both  Friedman  and  Tooin  would  have  their  plans  sup- 
plant other  welfare  payments,  but  to  differing  extents.  Under  Tobin  * 
plan,  OASDI  would  continue,  with  beneficiaries  being  ineligible  for 
income  allowances,  but  with  the  present  earnings  ceiling  being  lib- 
eralized. Tobin  recognizes  housing  and  medical  care  subsidies  as 
difficult  problems  and  would  not  immediately  eliminate  them.  He 
estimates  the  total  cost  of  his  program  at  $12  to  $15  bill' m  annually, 
of  which  a  large  part  of.  the  approximately  $5.5  billion  now  spent  for 
public  assistance  could  eventually  serve  as  an  offset. 


This  is  undoubtedly  the  most  far-reaching  and  controversial  of  the 
various  income  guarantee  plans,  both  in  philosophy  and  content  It 
was  originally  set  forth  in  Robert  Theobald's  book.  Free  Men  and 
Free  Markets,  first  published  in  l^B^JI^association  with  the  Ad 
Hoc  Committee  for  the  Fund  fa/the  Republic,  in  its  memorandum 
entitled  "The  Triple  Revolution,  gave  added  interest  to  the  proposal. 

Basically,  Theobald  suggests  his  proposal  as  an  answer  to  what  he 
calls  the  "cybernetic  revolution,"  Le.,  the  rapid  and  widespread  use 
of  computers  and  their  application  to  machinery  ("automation").  He 
is  convinced  that  our  capacity  to  produce  goods  through  such  tech- 
oology  is  so  vast  that  we  will  be  unable  to  provide  jobs  at  adequate 
income  levels  to  a  really  substantial  proportion  of  the  work  force. 
Since  people  must  consume  and  because  many  will  be  unable  to  find 
employment,  the  traditional  principle  that  only  through  work  does 
one  secure  a  claim  to  incortie  must  be  abandoned  in  favor  of  a  new 
concept.  This  involves  the  government  guaranteeing  to  every  indi- 
vidual a  "due-income"  as  an  absolute  constitutional  right,  whether  or 
not  they  work. 

As  outlined  in  Theobalds  1963  work,  his  Economic  Security  Plan 
would  operate  along  the  following  lines.  It  would  be  composed  of 
two  elements,  Basic  Economic  Security  (BES)  and  Committed 
Spending  (CS).  BES  would  establish  a  minimum  income  floor 
under  each  individual.  In  the  example  Theobald  uses,  this  would  be 
$1,000  per  year  for  each  adult  and  $600  for  every  child.  Thus,  a  man, 
wife,  and  two  children  would  be  entitled  to  $3,200.  In  case  the  family 
had  income  from  work  or  other  sources,  this  would  not  reduce  the 
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BES ^Memcnt  dollar  for  dollar.  Rather,  those  persons  with  income 
would  receive  a  premie  which  Theobald  sets  at  10  per  ceTS 
sakeof  discuss**.  Using  his  illustration,  if  the  above  family  earned 
12,000,  ,t,  total  .ncome  would  be  $3,400  -  i.e.,  $2,000  eaxningTpk* 
$1#»  to  raise  d* »to  the  BES  level  of  tSJOO,  plus  $200  ( lOp^ceS 
^™*y  earned ) .  BES  would  replace  social  security  unetp^ 

^  ^  "£2"'  ^  ^  Parent,.  How- 

ev^TheobaW  recommends  a  universal  medical-care  program  as  a 
necessary  adjunct. 

The  secoml  element  of  the  plan.  Committed  Spending  (CS)  which 
would  not b. ^immediately  implemented,  is  deSgaedW  V*£tZ 

^TLZ*^    ieopardized  by  the  displacements  resulting  from 

^  uTJT  W  at  age  ^  "WiM  have  a  CS  entitlement 
P*d  bjr me  government,  equal  to  50  per  cent  of  his  average 
overthe  previous  ten  years.  For  each  year  after  age  thirty^ 
person  continued  to  work,  1  per  cent  would  be  added  to  the  entitle- 
n^ntup  <o  a  maximum  of  85  per  cent  at  age  sixty-five.  Thus,  if  an 
individual  at  age  soty-five,  with  annual  average  earnings  of  $  0  000 
over  *e  previous  ten  years,  drew  CS,  he  would  receivf  a  payment 
f  Had  he  corned  CS  at  age  forty-five,  assummX 

ZlZZ^TngS'  *  W°Uld  rCCeive  *  65  P-  cent  entitlen^ 
In  no  case  could  any  CS  recipient  receive  more  than 

*^rif    aPProP?lte  ^  Wfits  ~  e.g.,  $9,000  for  a  family 
consisting  of  a  man,  wife,  and  two  children 

Theobald's  plan  would  be  financed  from  general  tax  revenues  of 
fte  government.  He  is  not  specific  on  its  cost,  beyond  the  expression 

JJZTmZ^LmemeS  W0Uld  *  ade*>ate  Others 
*iated  the  cost  of  the  proposal  at  $25  to  $30  billion  per  year. 

Family  security  program:  Scfcwartz 

T^roposal  of  Professor  Edward  E.  Schwartz  (of  the  University 
of  Chicago)  «  essentially  a  straight-out  guarantee  scheme  described 
terms  Using  a  family  of  four  as  an  illustration,  his  FeSiy 
G^ranteed  Muumum  Income  (FCMI)  could  be  set  at  any  one  of 
^eek^e^minimumn^temmce  level  ($3,000  per  year),  economy 
tevel  ($4,000  per  year)  or  modest-but-adequate  level  ($5,000  per 
year  ).  Every  family  head  or  single  individual  would  file  a  statement 

lr"  T7       Tl  f°r  the  year,  his  income  for  last 

year,  and  mformahon  on  the  number  of  dependents.  If  bis  anticipated 
u^mefor  the  coming  year  was  below  his  FCMI,  he  would  He  a 
ckmifor  a  Family  Security  Benefit  ( FSB )  in  the  amount  of  the  dif 
ference.  If  .t  was  above  his  FCMI,  he  would  simply  pay  an  income 
tax  as  now  provided. 
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Schwartz  indicates  that  an  incentive  feature  could  be  incorporated 
into  bis  plan.  This  would  be  a  regressive  formula  similar  to  that  con- 
tained in  the  Lampman  proposal  described  above.  Table  3  illustrates 
bow  the  incentive  element  would  operate.  Using  a  $3,000  FGMI  for 
a  four-person  unit,  a  family  earning  $1,000  year  would  retain  no  less 
than  40  per  cent  of  earnings,  those  earning  $1,000  to  $1,999  would 
retain  35  to  40  per  cent,  and  so  forth,  with  the  percentage  of  earnings 
retained  falling  as  earnings  rose,  such  sums  being  in  addition  to  FSB 
payments*  Families  earning  between  $4,000  and  $4,500  would  neither 
receive  a  FSB  nor  pay  any  taxes.  Those  earning  above  $4,500  would 
receive  no  FSB  and  would  pay  an  income  tax  on  any  earnings  above 
this  amount  While  open  to  discussion  on  this  point,  Schwartz  seems 
inclined  against  the  inclusion  of  the  incentive  feature. 

Table  3.  income  Allowance  Plan:  Schwartz.  Based  on  a  Four-Person 
Family  and  Using  a  Minimum  Maintenance  Allowance 
Guarantee  Level 


EARNED  INCOME 

$  0~  999 
1,000-1,999 
2,000-2,999 
3,000-3,999 
4,000-4,999 
4,500  and  above 


FAMILY  SECURITY  BENEFITS 
RECEIVED  OR  TAXES  PAID 

$3,000-$2,400 
2,399-  1,700 
1,699-  900 
899-  0 
0 

Tax  on  amounts  above 
$4,500 


TOTAL  INCOME 

$3,000-3,399 
3.399-3,099 
3.099-3,899 
3,899-3,999 
4.000-4,499 
4,500  plus 


Source-  Edwd  E.  Scfemuu,  "A  W*y  to  Eod  the  Mc*n»  Test.''  Social  Work.  July  1964.  p.  9 

The  cost  of  this  plan  would  vary  according  to  the  FGMI  standard 
selected*  Annual  expenditures  by  the  government  under  each  of  the 
three  alternatives  would  be  as  follows:  minimum  maintenance  level, 
$if  billion;  economy  level,  $23  billion;  and  modest-but-adequate 
level,  $38  billion.  From  this  could  be  deducted  about  $5.5  billion  an- 
nually, the  present  cost  of  public  assistance  payments.  Thereafter, 
according  to  Schwartz,  savings  from  other  welfare  programs  would 
serve  as  an  offset  "to  the  extent  and  rate  that  they  could  be  phased 
out" 


Evtaafhm  of  the  proposals:  dMfariag  goals 

Complicating  any  evaluation  of  these  income  guarantee  plans  is 
the  considerable  difference  among  them  as  to  the  level  of  income 
that  each  would  supposedly  ensure  to  individuals  and  families.  The 
guarantee  levels  range  all  the  way  from  less  than  the  Administrations 
poverty  line  in  Friedman's  and  Lampman  s  plans  to  the  poverty  line 
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in  Theobald's  BES  proposal,  from  the  poverty  line  to  a  "modest-but 
adequate"  level  under  Schwartz's  plans  (depending  on  the  alterna- 
tive selected),  and  from  less  than  the  poverty  line  to  above  that 
amount  (in  accordance  with  earnings )  under  Tobins  proposal. 

Although  no  one  would  object  to  the  holding  of  differing  points 
of  view  on  this  score  among  the  architects  of  these  proposals,  ideally 
as  a  logical  first  step,  there  ought  to  be  some  accepted  goal  as  to  the* 
guarantee  level  that  would  best  accord  with  public  consensus  -  pro- 
vided that  the  guarantee  approach  to  income  maintenance  is  to  be 
utilized.  It  would  then  be  possible  to  measure  proposals  against  such 
a  standard,  and  derive  conclusions  abput  each.  The  plain  fact  of  the 
matter  is.  however,  that  no  such  accepted  or  recognized  criterion 
exists.  Thus,  it  can  be  argued  that  any  and  all  guarantee  plans  suffer 
from  a  degree  of  prematurity  on  this  point 


leveb,  bacesttres,  aad  costs 

These  three  factors  pose  what  might  be  termed  a  "triple  threat"  in 
the  devising  of  any  guarantee  plan.  If  it  is  to  be  acceptable,  a  plan 
should  fulfill  the  following  three  objectives. 

1.  It  should  provide  a  guarantee  level  that  is  meaningful  in  terms 
of  meeting  the  problems  of  income  inadequacy. 

2.  It  should  not  serve  to  undermine  incentives  to  work  Closelv 
rented  is  the  question  of  equity;  i.e.,  should  people  who  receive  sub- 
sidies end  up  with  incomes  approximating  the  incomes  of  those  who 
do  not. 

3V  It  should  be  reasonable  in  terms  of  cost. 

Unfortunately,  as  will  be  shown,  these  considerations  operate  in 
opposition  to  one  another.  The  achievement  of  one  of  the  goals  tends 
to  result  ui  the  failure  to  measure  up  on  one  or  all  of  the  remaining 
counts. 

Under  fractional  guarantee  plans  which  do  not  propose  to  bring 
all  incomes  up  to  some  predetermined  level  such  as  the  poverty  line 
the  goal  of  something  approaching  reasonable  cost  is  achieved,  but 
at  the  sacrifice  of  adequate  income  levels.  Thus,  Friedman's  and 
Lampman's  plans  fall  far  short  of  ensuring  even  poverty  levels  of 
living,  as  does  Tobin's  proposal  ( but  to  a  lesser  degree)  at  the  lower 
end  of  the  earnings  schedule.  To  the  extent  that  this  objective  is  not 
met,  public  assistance  programs  -  which  all  income  guarantee  plans 
aim  to  eliminate  to  a  greater  or  lesser  degree  -  would  still  be  neces- 
sary. Further,  as  pointed  out  by  George  H.  Hildebrand.  with  the  ex- 
ception of  certain  families  or  individuals  all  the  fractional  guarantee 
proposals  would  fail  even  to  meet  the  levels  of  income  now  paid  under 
OASDI  or  some  or  all  of  the  other  public  assistance  programs  now  in 
effect  While  it  is  true  that  many  persons  not  now  receiving  any 
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assistance  at  all  would  benefit  from  the  universal  coverage  of  these 
guarantee  plans,  this  would  be  small  consolation  indeed  for  those 

On  the  other  hand,  the  full  guarantee  plans,  such  as  those  of  Theo- 
bald and.  Schwartz,  while  they  would  achieve  adequate  income  levels, 
do  so  at  costs  which  are  clearly  prohibitive  at  present 

Inherent  in  any  income  guarantee  scheme  is  the  danger  of  disin- 
centive. Friedman  expressly  recognizes  this  limitation  in  his  plan, 
which  is  why  he  sets  his  guaranteed  minimum  so  low;  he  can  then 
argue  that  incentive  would  not  be  entirely  eliminated  Theobald 
simply  glosses  over  the  whole  problem,  since  be  apparently  expects 
many  Americans  not  to  be  working  in  any  case.  Schwartz  concedes 
the  existence  of  this  problem,  but  states  that  there  is  an  absence  of 
sufficient  data  about  incentives  and  disincentives  on  which  to  formu- 
late policy. 

Indeed,  the  whole  question  of  incentives  is  one  about  which  far 
too  little  is  known*  As  stated  by  the  Council  of  Economic  Advisors; 
There  is  an  abundance  of  assertion  and  anecdote  regarding  the  im- 
pact of  work  incentives  on  low-income  Americans,  but  very  little 
real  knowledge" 

Certainly  the  old  notion  that  workers  prefer  indolence  to  a  higher 
standard  of  living,  and  will  work  only  to  the  point  necessary  to  stave 
off  starvation,  is  not  particularly  credible  in  the  United  States  today. 
(Witness  the  growing  number  of  multiple  wage  earners  among  Amer- 
ican families;  the  widespread  desire  of  employees  for  overtime  work, 
and  the  fact  that,  over  recent  decades,  almost  60  per  cent  of  our  in- 
creased ability  to  produce  has  been  taken  in  the  form  of  more  goods 
and  services,  whereas  only  40  per  cent  has  gone  to  increased  leisure. } 
And  it  would  clearly  be  ridiculous  to  be  concerned  about  incentives 
among  certain  groups  in  the  poverty  category,  such  as  the  aged  All 
of  this  might  well  lead  one  to  conclude  that  the  problem  of  disin- 
centive has  been  overstressed  in  the  discussion  of  guarantee  plans. 

However,  one  must  be  cautious  about  making  generalizations.  Ob- 
viously, a  guaranteed  income  plan  will  not  destroy  incentive  ( 1) 
where  none  exists,  and  (2)  where  it  strongly  exists.  But  there  is  a 
large,  vague  area  (ft  between,  and  at  least  a  portion  of  our  welfare 
poor  is  to  be  found  in  it  It  could  be  assumed  that  a'l  of  these  people 
would  respond  to  truly  huge  incentives;  but  it  is  not  clear  how  many 
would  respond  to  modest  ones,  as  incorporated  in  the  Friedman - 
Lampman-Tobin  schemes.  All  of  these  schemes  presuppor  s  —  what 
an  overwhelming  majority  of  Americans  certainly  believe  ~  that  it  is 
better  for  those  who  can  earn  a  living  to  do  so,  rather  than  to  be  de- 
pendent on  the  public  purse  Yet  an  undetermined  number  of  very 
poorly  {Mid  workers  might  prefer  an  inadequate  guarantee  to  tow 
earnings,  as  might  those  doing  highly  unattractive  tasks  or  what 
Herbert  Cans  has  termed  "dirty  work." 
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The  problem  of  equity  needs  no  special  discission  because  it  « 

*  «  Wgher-than-DomuJ  rate  After  all,  something  l&eZZ 

^  Tb««  ^miljes.  now  larg^W 

cannot  be  asked  to  sit  back  while  poorer  f2l 
^  h*  ^^nent  subsidy,  to  income  levels  as^aXToC 


Tie  km  tut 


at  feall t^T  T*V°  T***5  °*  income  proposals, 

at  feast  to  those  u,  the  social  welfare  field,  is  the  belief  LmW 
plan,  would  eliminate  the  means  test  Such  tests,  because  oT theZ 
^22"  V**  been  utilized  unT^bt^ 

r^HfT?'.     "  ^8  been  the  target  of  much  m^cism-tod 
rightly  so.  But  to  assume  that  thev  will  no  longer  be  needed  ooTa 
guarantee  plan  is  adopted  is  simply  wishful  Amking 
U^r^'  T***  P»>™**  Aould  not  be  made  to  the  nonpocr 

mTt^htT6  ?  *  ^  f0mS  Submitted  to  *e  federal  govern^ 
ment  The  present  mcome  tax  form  excludes  the  reporting  of  «£l 
^Ptovment  insurance,  and  workmeTcJpels^ 
ce^trSTS       ^  ^  PUbI,C  ******  Pay-STpT 

^le^to^ 

Other  questions  and  problems  would  also  have  to  be  faced  For 
example,  would  persons  owning  nonmcxm,e-produX 

I?  ^T0^?  ^  "°  n'ch  W*?  "  «  not  beu£ 
Dre^tl^r         oT  ebgjb.Iity,  such  as  might  happen  under 

J*  a8a5;iroU,d  CCTtain  ta*P«yers  be  tempted  to  drop  wives  and 

rate  returns  theu  subs,dy  payments  would  be  more  than  the  saving 
m  taxes  to  the  head  of  the  household?  Th,s  has  been  sn^V^Z  l 

had  considerable  savings  use  some  of  this  fund  to  meeTST 
Penses,  meanwhile  diverting  the  rental  income  to  defra^g  TJduZ 
^xpenses  toward  improvement  of  the  property    a7L  whne 
colling  a  subsidy  on  the  bas.s  that  he  had™  taxable income' 
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The  number  of  challenges  to  the  more  shrewd  on  such  counts  is 
genuinely  fascinating. 

To  the  extent  that  information  not  now  supplied  would  have  to  be 
reported  to  the  government,  the  result  would  be  the  application  of 
something  approximating  a  means  test  on  a  universal  basis.  And 
further,  insofar  as  public  assistance  would  still  be  necessary  under 
any  of*  the  fractional  guarantee  plans,  the  means  test  as  now  con- 
stituted would  continue  in  effect 

AggtmStraove  proMoos 

Another  appeal  for  guaranteed  income  plans  has  been  made  on  the 
basis  of  their  alleged  simplicity  and  low  cost  in  terms  of  administra- 
tion. Here  again,  one  confronts  seemingly  irreconcilable  difficulties. 
Reports  would  have  to  be  filed  and  subsidy  payments  made  on  some 
time  basis  (annually,  quarterly,  or  monthly).  But  needs  are  some- 
thing which  must  be  fulfilled  on  a  continuing  basis,  and  a  subsidy 
received  on  April  15  will  not  meet  current  expenses,  nor  is  it  likely 
that  the  lump-sum  payments  would  be  carefully  rationed  so  as  to 
cover  expenses  in  the  ensuing  year.  Quarterly  payments  would  suffer 
from  the  sa  me  shortcoming,  if  to  a  lesser  degree.  And,  insofar  as  a 
monthly  basis  was  used  to  overcome  this  problem,  administrative 
costs  would  be  higher. 

Furthermore,  if  current  eligibility  were  determined  on  the  basis 
of  past  reports  or  on  estimates  of  income  for  a  future  period,  over- 
payments or  underpayments  would  inevitably  occur,  because  cir- 
cumstances between  quarters  would  change  and  persons  in  lower 
income  groups  could  not  be  expected  to  predict  interruptions  in 
earnings  resulting  from  such  eventualities  as  unemployment  and  sick- 
ness or  accidents.  Clearly,  simplicity  would  not  be  a  virtue  of  a  guar- 
antee plan  to  the  millions  of  persons  least  capable  of  filing  such 
returns  ~  nor  would  ease  or  low  cost  of  administration  to  the  gov- 
ernment 

(Xber  considerations 

There  are  a  number  of  additional  issues  related  to  income  guar- 
antees that  are  a  source  of  concern.  Some  of  these  have  general 
applicability  to  all  such  plans,  while  others  pertain  only  to  specific, 
proposals, 

JU  Income  guarantees  would  treat  the  results  of  low  earning  capac- 
ity but  not  its  causes  They  would  simply  transfer  income  from  those 
above  certain  arbitrary  lines  to  those  whose  incomes  fall  below  such 
figures.  While  undoubtedly  not  intended  by  their  proponents,  there 
is  a  pervasive  suggestion  emanating  from  these  plans  that  the  pay- 
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bTH^TTu  ,  ^  nxwy.-  «  it  is  termed 

hL       1  ]^TK       ^  ****  *  those  of  its  mem- 

bm  who  do  not  share  u,  a  decent  standard  of  living.  Such  payments 
of  conscience  money"  are  easily  justi8ed  on  a  short-term  SsisTut 
BO^^Uh^  ?le,n  **  P'^nwnent  features  of  American  sodety?  Do  we 

S?^!?  fT!0rate  ,the  P°°r  mto  lbe  niaimtream  of  American 
Hfc?  Although  there  might  be  some  small  structural  gains  from  such 

?  a  ^  ^  31x1  ovations  oftibe  poor  on« 

tney  came  to  enjoy  more  acceptable  levels  of  living,  the  fact  is  that 

equip  the  able-bodied  and  nonaged  poor  to  earn  a  better  Uvelihood, 
andto  contribute  to  our  total  social  product.  In  this  resrx^nT 
power  and  vocational  training  programs  are  superior,  aS  slower 
^~«ves.  Stnularly,  insofar  as  income  guaramcTwere  regarded 
^ub^tutes  for  existing  social  welfare  services  or  for  snTnew 

^yTr  •  ^  ^  »* to 

^       **  ^th  the  inadequacies  of  our  pres. 

Z  ZTtr?ttenaDCe,  '"T^'  indt3diDS  the  prevailing  useHf 
demeans  test,  ,t  is  quite  another  proposition  to  move  to  the  other 

^olZTt^^  iUT^  rega"IleSS  °{  tcoaoaAc  contribution 
-not  just  to  the  aged  and  od*r,  from  whom  work  cannot  be  ex- 

P^ted,  buton  a  umversal  basis.  This  could  very  well  prove  to  be 
cono^notonl,  to  incentives,  but  to  other  values  heW  by  the 
regents  of  such  payments,  as  well  as  to  those  of  their  chddren. 
T^e Jong-ruu  impucabons  in  terms  of  preserving  3  proper  m™Z 

Till?*  V?™?*  t0°  *«*  a  thefcon^J^et 
a  subservience  thereto,  are  troublesome.  7 

JLLilIe,y,Un?e,yLth*t  &ttaranteed  incomes  would  accord  with 
^g  etW  values  held  by  the  American  people.  In  a  poll  con 

those  living  u,  poverty.  In  the  American  ethic,  the  role  of  work  is 
grvena  significant  place  as  a"Vneans  of  perso^lfulfi^nent iTsa  J 
^JVT^  the  right  to  income  should  be 

grated  from  work  would  be  repugnant  Alvin  L.  Schorr  feels  that 
even  the  poor,  rf  consulted,  would  re  jeer  the  negative  income  tax 

4.  There  is  a  varying  degree  of  presumption  among  income  <mar- 
^advocates  ^  only  that  our  existing  tocome  marntenance^. 
grams  have  failed,  but  that  such  measures,  even  with  new  vet 
conventroual  additions,  would  be  incapable  of  success.  This  attitude 
«y- ^eD  he  tantamount  to  -throwing  out  the  baby  wTtLTa  th 
Ex™*™S  measures  have^ot  failed  due  to  lack  of  irrtriasic 
but  to  our  un^^  pLace  adequate  resourced 
hand  them.  Are  we  to  assume  that  the  support  given  to  a  guarantee,! 
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income  plan,  once  it  was  adopted,  would  be  much  greater?  True,  the 
prerogatives  of  the  various  states  in  determining  eligibility  and 
benefit  levels  would  be  less  important  than  is  now  the  case.  But,  at 
the  same  time,  the  poor  do  not  constitute  au  organized  and  articulate 
segment  of  the  body  politic,  and  the  danger  of  the  guarantee  level 
eroding  with  the  passage  of  time  would  be  ever-present 

5,  The  plans  of  Friedman  and  Theobald  raise  particular  questions 
concerning  underlying  assumptions  Although  Friedman  is  undoubt- 
edly as  interested  in  alleviating  poverty  as  are  other  income  guar- 
antee advocates,  his  negative  income  tax  proposal  appears  to  be  but 
one  of  a  number  of  suggested  structural  changes  designed  to  remove 
institutions  which  impede  a  more  perfect  functioning  of  the  market 
economy.  Not  every  (Hie  is  likely  to  agree  with  him  on  the  supreme 
importance  of  this.  The  thesis  of  Theobald,  that  we  are  on  the  verge 
of  experiencing  really  massive  unemployment  resulting  from  a  runa- 
way "cybernetic  revolution,"  is  one  that  hardly  any  other  economist 
takes  seriously. 

6,  In  their  proposals,  the  various  income  guarantee  advocates  have 
discussed  the  relationship  of  their  plans  to  the  OASDI  program,  with 
some  advocating  its  continuation  and  others  suggesting  that  it  be 
replaced.  One  wonders  whether  the  option  of  abandoning  this  pro- 
gram is  realistically  available.  Unlike  public  assistance  measures,  the 
OASDI  system  has  a  trust  fund  which  has  been  built  up  over  almost 
three  decades  by  the  excess  of  income  from  social  security  taxes  over 
benefits  paid  out  The  OASDI  trust  fund  totals  over  $20  billion,  this 
being  held  in  the  form  of  government  securities.  Interesting  legal  and 
moral  questions  arise  concerning  any  proposed  disposition  of  the 
trust  fund,  to  which  employers,  employees,  and  the  self-employed 
have  contributed  for  a  particular  purpose.  The  political  implications 
need  no  elaboration. 

7,  Would  guaranteed  income  plans  have  a  depressing  effect  era 
wages?  Under  Theobalds  proposal,  90  per  cent  of  any  wage  increase 
to  employees  would,  in  effect,  go  to  the  government  through  the 
mechanics  of  reducing  the  subsidy  payments  received;  no  less  than 
60  per  cent  of  earnings  above  $1,000  would  be  subject  to  the  same 
treatment  under  Schwartz's  plan;  and  varying  amounts  would  be  in- 
volved in  other  proposals.  The  effects  of  this  situation  on  both  em- 
ployers and  employees  as  concerns  their  attitu'~»  toward  wage 
increases  could  be  great,  and  it  is  not  possible  to  predict  what  the 
results  would  be  without  more  intensive  study  of  this  question  than 
has  been  carried  out  this  far. 

Taken  as  a  whole,  the  foregoing  limitations  to  income  guarantee 
plans  ought  to  constitute  sufficient  grounds  for  looking  elsewhere  for 
solutions  to  the  poverty  problem  and  for  improvements  in  our  over- 
all  income  maintenance  system.  My  own  predilection,  as  I  shall  make 
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cJearfa  a  forthcoming  book,  is  for  a  system  of  family  allowances  to- 
getber  with  an  expansion  of  manpower  and  training  programs,  addi- 
tional measures  to  provide  fuller  employment,  and  improved  public 
assistance  and  social  services. 

Advisory  CoaatM  m  PiWc  Welfare 

In  it (Report  to  the  Secretary  of  Health,  Educatfon  and  Welfare  in 
1966,  the  Advisory  Council  on  Public  Welfare  recornrnended  a  pro- 
gram for  ensuring  aH  farruhe,  in  the  United  States  a  guaranteed  level 
oihvmg  This  would  be  done  by  the  addition  of  a  new  h tie  to  the 
Social  Security  Act  which  would  restructure  existing  social  insurance 
and  public  assistance  measures  along  the  following  hues: 

I  A  minimum  standard  of  living,  based  on  -modest-but-adequate* 
budgetary  needs,  and  taking  into  account  varying  family  sizes  and 
dn^5tances«         with  specified  social  services,  would  be  guar- 

^tt^il!VaZ  ~  ramily- 1^  determination  of  the  levels 

of  benefits  and  services  in  each  state  would  be  made  annually,  as 
woufcl  each  *atesshare  to  the  costs  of  tl«  program,  the  latter  to  be 
based  on  its  individual  fiscal  capacity; 

2.  AU  persons  whose  incomes  fell  below  the  required  levels  would 
be  entitled  to  receive  assistance  to  the  extent  of  the  deficiency.  Need 
wotddbe  the  sole  measure  of  eligibility.  The  entitlement  would  be 
enforced  by  various  legal  rights. 

a  Any  state  that  was  willing  to  participate  in  the  program  by 
assuming  its  specified  share  of  the  wsts  would  receive  from  the  fed- 
eraj  government  the  difference  between  such  outlays  and  the  total 
cost  ot  the  program  to  that  state. 

These  recoiruneudations  would  reverse  the  traditional  roles  of  the 
federal  and  state  governments,  to  the  sense  that  the  federal  govern- 
ment would  assume  the  primary  responsibility  for  deterniining  the 
scope,  level  of  benefits,  and  financing  of  the  various  components  of 
die  pubhc  welfare  program.  That  may  be  a  good  idea  to  itself.  But 
to  its  report  the  Council  gave  no  estimate  of  the  cost  of  its  proposed 
program.  As  was  pointed  out  earlier,  the  "modest-but-adequate"  level 
guarantee  of  $5  000  per  year  to  a  family  of  four  persons  suggested  by 
Schwartz  would  require  $38  billion  annually.  The  cost  of  the  Conn- 
Caspian  would  probably  exceed  this  figure.  (After  an,  about  178 
mdbon  lilies -37  per  cent  M  all  families  -  are  living  at  less  than 
a  modest-but-adequate  level  ami  would  be  eligible  to  reccve  some 
amount  of  financial  assistance. )  I  think  it  is  fair  to  regard  such  a  cost 
asprotobmve,  as  things  now  stand.  In  addition,  nowhere  to  its  report 
does  the  Council  consider  problems  of  incentives  and  many  of  the 
other  troublesome  areas  discussed  above  in  connection  with  guar- 
antee plans.  6 
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INCOME  WITHOUT  WORK 


(Soarrc;  Henry  Hasiitt*  Paper  prepared  for  the  National  Symposium  on  Guar- 
anteed Income,  Chamber  of  Commerce  of  tbe  Tinted  state*,  December  0, 

[Reprinted  by  permiasSoa  of  the  Chamber  of  Commerce  of  tbe  United  States] 

My  assignment  in  this  morning's  symposium  is  not  the  guaranteed 
income,  hut  what  has  been  called  the  Negative  Income  Tax.  But,  as  I 
shall  presently  show,  these  two  proposals,  with  one  important  differ- 
ence, come  to  essentially  the  same  thing. 

So  at  the  risk  of  repeating  what  some  of  the  other  speakers  have 
said,  I  should  like  to  begin  by  pointing  out  some  of  the  economic  and 
moral  weaknesses  of  the  guaranteed  income  proposal 

This  proposal,  in  the  words  of  Mr,  Robert  Theobald,  one  of  its  prin- 
cipal sponsors,  "would  guarantee  to  every  citizen  of  the  United 
States  *  *  *  the  right  to  an  income  from  the  Federal  government  to 
enable  him  to  live  with  dignity."  This  guaranty  would  be  uncondi- 
tional. Every1  >dy  would  be  guaranteed  this  income,  regardless  of 
whether  or  not  ne  worked,  could  work,  or  was  willing  to  work.  Having 
this  income  handed  to  him  would  be  an  "absolute  Constitutional  right, 
and  not  to b%  withdrawn  "under  any  circumstances." 

The  sffmsors  have  differed  regarding  the  exact  amount  of  this 
guaranteed  income,  but  their  estimate  has  centered  somewhere  between 
$3,000  and  $if000  a  year. 

Let  us  be  quite  clear  about  what  the  sponsors  are  proposing.  .The 
recipients  are  to  continue  to  get  this  guaranteed  income  not  only  if 
they  resolutely  refuse  to  seek  or  take  a  job,  but  if  they  throw  the  hand- 
out money  away  at  the  races,  or  spend  it  on  prostitutes,  or  whiskey, 
cigarettes,  maraiuaaa,  heroin,  or  whatnot*  They  are  to  be  given  "suffi- 
•''  ctent  to  lire  in  dignity,"  and  it  is  apparently  to  be  no  business  of  the 
taxpayers  if  the  recipient  chooses  nonetheless  to  live  without  dignity, 
and  to  devote  his  guaranteed  leisure  to  gambling,  dissipation,  drunken- 
ness* debauchery,  dope  addiction,  or  a  Kfe  of  crime. 

The  first  thing  to  w  said  about  this  scheme  economically  is  that  if  it 
were  put  into  effect  it  would  not  only  be  enormously  expensive  to  the 
I         taxpayers  who  were  forced  to  support  it,  but  that  it  would  destroy  the 
incentives  to  work  and  production  on  an  unparalleled  scale. 

As  even  one  of  tbe  contributors  to  Mr.  Theobald's  symposium,  Wil- 
liam Vogt,  has  remarked :  "Those  who  believe  that  men  will  want  to 
work  whether  they  have  to  or  not  seem  to  have  lived  sheltered  lives." 
And  he  goes  on  to  point  out,  with  refreshing  realism,  how  hard  it  is 
even  today,  before  any  guaranteed  income,  to  get  people  to  shine  shoes, 
wash  cars,  mow  lawns,  act  as  porters  at  railroads  or  bus  stations,  or 
do  any  number  of  other  necessary  jobs,  Millions  of  service  jobs  are 
unfilled  in  this  country  because  men  ami  women  will  often  prefer  to 
exist  on  small  welfare  payments  rather  than  to  take  these  jobs. 

le produced  from:       U.S.  Congress,    House*    Resolved:  that 
the  Federal  government  should  guarantee  a  miniaami  annual 
cash  incooe  to  all  citifcens.    House  document  no,  90-172, 
90th  Congress,  1st  session,    Washington,  U,S,  Govt,  Print, 
Off.,  1967,    p.  124-129, 
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•/J^ho' in        lct  H»      ourselves,  would  be  willing  to  take  the  smellv 

el^?  The  guaranty-income  sponsors  propose  to  pa-  -  v  SoOO  to 
a  family  witW  any  income,  but  to  fcmlLKiJSw  ifcomVSev 

Now  suppose,  say,  that  you  are  iwnarried  man  with  two  children 
and  your  present  income  from  some  nasty  and  irregular  work  is  S  ™ 
a  year.  The  government  would  then  send  you  a  35 T for  teW  Burl! 

So  most  of  the  fifth  of  (he  population  now  judged  to  be  below  thP 

$.5,000  or  $4,000  would  nonetheless  continue  to  work  for  the  smaller 
incomes  that  they  are  already  earning  smauet 

would  ?f"'LT  ,.the  SC,he",e  deStrvy  the  "'""tive  «o  work,  not  only 

more  til ^T£  LUndCTmr  Tn  the  "f  earning 

more  than  the  $3,000  guarantee  (because  of  the  heavy  taxes  imwsed 

on  them  to  pay  the  guarantee),  but  the  scheme  is  mo  rally  indeSe 

f  everybtHiy  shouUl  rem  ve  a  guaranteed  income  as  a  matter  of  right" 

& i£S  m°comef        >"*  "  M*  Th~b^> •        -  <o*£y 

hi^s^n  P°'nt  the  advoc,at^  of  the  guaranteed  income  are  either 
T  "  /"  fM^^/r  ^ml'  «el>  silent.  When  they  answer  the  qui 
turn at  alf,  thev -tell  us  ,t  w.tl  be  paid  by  the  "government. '  Q 

-is?  88  '/  the  ^vernme"f  were  some  shadowy  entity  that 

gets  ts  money  out  of  some  fourth  dimension.  The  truth  fs,  of  rW, 
that  the  government  has  nothing  to  give  to  anybody  that  it  doesn't 
first  take  fro,,,  someone  else.  The  whole  guaranteed  m IZe  niwSSi 
um i .  pwferi f  modern  example  of  the  sbrewTokserVatio TTf  hi  FrWh 
economist  Kastiatt  more  than  a  century  ago:  "The  state  is  the  great 
fiction  by  which  everybody  tries  to  live  aTthe  expense  of  everybody 

None  of  the  guaranteed-income  advocates  explicitly  recognize  that 
real  "income"  is .not  paper  money  that  can  be  prints!  at  will,  but Loodi 
ami lsemces,and  hatsomel>ody hasto  produce  these gr>o<ls and ifnet 
by  hard  work.  The  profit  ion  of  the  guaranteed  fn<-om "Sm-aST 

not  only  the  ,>eople  who  can't  work  but  the  people  who  won't  work 

If  you  claim  a  "right  to  "an  income  sufficient  to  live  in  dignity  " 
whether  you  are  willing  to  work  or  not,  what  you  are  really  JSir 
«  a  right  to  part  of  somebody^  earned  income  Wha  yo  are  JL* 
serting  is  tha  th.s  other  person  has  a  duty  to  earn  more  than  h!Z3* 

turned  over  to  you  to  live  an. 
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This  is  an  absolutely  immoral  proposit  ion. 

Now  let  us  turn  to  the  so-called  incentive  income  tax,  which  is  a  mis- 
leading misnomer  for  an  income  supplement ,  or  subsidy. 

This  suffers,  as  I  shall  show,  from  most  of  the  economic,  i*>Iitical 
and  moral  vices  of  the  guaranteed  income.  Hut  ?t  does  have  one  im- 
portant advantage  over  the  guaranteed -income  proposal  in  its  cruder 
form:  at  least  it  would  not  destroy  the  incentive  to  work  and  produce 
to  the  same  appalling  extent 

Under  the  negative  income  tax,  a  man  or  a  family  would  receive 
from  the  government  a  subsidy  of  50  per  cent,  say,  of  the  amount  by 
which  the  family  income  fell  below  the  so-called  poverty-line  income- 
let  us  say  $3,000  a  year.  This  means  that  if  the  family  had  no  income 
at  all  it  would  receive  a  subsidy  of  $1,50(1  If  it  already  had  an  earned, 
income  of  $1,500,  it  would  receive  a  government  subsidy  of  $750.  If  it 
already  had  an  earned  income  of  $2,500,  it  would  receive  a  subsidy  of 
only  $250.  And  soon. 

Professor  Milton  Friedman,  the  distinguished  author  of  this  pro- 
posal, admits  that,  "like  any  other  measures  to  alleviate  poverty  "  his 
proposal  would  reduce  "the  incentives  of  those  helped  to  help  them- 
selves;" but  he  goes  on  to  argue,  quite  correctly,  that  it  would  not 
eliminate  that  incentive  entirely,  as  the  system  of  supplementing  in- 
comes up  to  some  fixed  minimum  would.  Under  hi/  plan  an  extra  dollar 
earned  would  always  mean  more  money  available  for  expenditure. 

I  agree  entirely  that  a  subsidy  calculated  in  this  way  that  is,  one 
that  would  be  reduced  by  only  $1  for  every  $2  additional  that  the  re- 
cipient was  able  to  earn  for  himself  -would  not  lie  nearly  so  dest  met  i  ve 
of  incentives  as  the  type  of  subsidy  under  which  it  would  1*»  pointless 
for  the  recipient  to  earn  more  on  his  own  account. 

In  fact,  some  thirty  years  ago  1  put  forward  a  similar  proposal 
myself  in  an  article  in  the  Annalist  *  a  weekly  then  published  by  The 
New  York  Time^  on  which  I  was  an  editorial  writer  What  I  sug- 
gested was  a  relief  payment  that  would  l>e  reduced  bv  only  $1  for 
every  $2  of  self-earnings  by  the  relief  recipient.  The  I*>,  Government 
itself  has  very  belatedly  and  on  a  quite  limited  scale  adopted  this 
device  in  calculating  the  social  security  payments  to  which  a  man  over 
6f>  but  under  72  is  entitled  if  lie  earns  .some  money  of  bis  own. 

But,  as  we  shall  soon  see,  the  profiosal  has  a  smtg  in  it. 

The  negative  income-tax  of  Professor  Friedman,  as  originally  put 
forward  in  \W8t  in  his  b<M>k  Capitalism  ami  Frrnluin*  was  a  compara- 
tively modest  proposal.  lie  surest ed  that  if  a  man  had  no  income  at 
all,  he  would  receive  a  basic  subsidy  of  $WK).  Xo  doubt,  if  some  Con- 
gressman were  to  decide  to  try  to  get  Professor  Friedman's  proposal 
enacted  into  law,  he  would  insert  this  modest  basic  &\<n)  in  his  bill  in 
order  to  get  it  passed.  Hut  in  a  year  or  f  wothis  sum  would  ia*  denounced 
as  utterly  inadequate.  15  the  bill  were  then  revised  ro  subsidize  any 
family  income,  1m*Iow  $^,MM>,  which  would  mean  a  government  pay- 
ment of  $I^H)  to  a  family  thai  had  no  income  at  all,  this  Ihihc  mum  in 
turn  would  soon  Ik*  denounced  as  utterly  inadequate  to  allow  a  family 
of  four  to  live  in  "decency  and  dignity.*'  In  fart,  the  humanitarian  re- 
formers would  soon  In*  demanding  a  basic  subsidy  of  £}«<MM»  <>r  $1,<KN> 
to  a  family  otherwise  without  income,  and  we  would  i>e  hack  to  the  mi  me 
starting  point  as  the  guaranteed  income. 
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mS,yVeXCe?^  ,for  the  fact  that  *  would  not  destr°y  incentives  as 
£"ch lt  www  iw.  even  more  expensive  than  the  guaranteed  income; 
because  under  .t  substantial  subsidies  would  continue  to  be  paid  to 
people  who  were  earning  incomes  of  their  own.  If  the  Usic  subsidy 
toa  family  of  no  income  were  $3 00<V famiKes would ToiUintie  to  cet 
some  government  subsidy  until  their  incomes  readied  $6,000  a  year 

As  the  median  family  income  in  this  country  is  only  slightly  ake 
$6,000  a  year,  it  is  not  hard  to  see  that  this  scheme  would  be  very 
expensive  indeed.  y 

The  negative  income  tax,  in  other  words,  solves  only  a  marginal 
pt^lenr  connected  with  the  guaranteed  income.  Instead  of  a  Vigid 
ceiling,  it  would  provide  for  a  gradual  tapering  off.  But  otherwise  the 
negative  income  tax  suffers  from  all  the  fatal  tfaws  of  the  guaranteed- 
income  proposal.  Both  would  take  money  away  from  those  who  were 
earning  it  to  turn  it  over  to  those  who  were  not.  Money  would  be  given 
W-ST51  >,e,who*  "u;omes  *««•  Ifw  (or  who  professed  that  their  inwmes 
were  low),  without  any  regard  to  the  reason  why  those  incomes  were 
ow  A  person  wh«»se  income  was  low  or  non-existent  l>ecause  he  v  as  a 
beatnik  or  a  bum  or  a  loafer  or  a  drunk  would  get  just  as  much  and 
no  questions  asked,  as  a  person  whose  income  was  low  or  non-existent 
because  he  was  blind  or  disabled  or  sick  or  the  victim  of  some  accident 
or  circumstance  beyond  his  control. 

I  J5n0rni°",S  fhj*ftnK  and  fnui(i  take  place  under  either  scheme 

because  both  schemes  seek  to  avoid  a  "means  test."  The  means  test  is 
disliked  by  many  reformers  on  two  grounds  -  that  it  is  '•humiliating" 
or  degrading,  and  that  it  is  administratively  troublesome-  "a  com- 
JpdSt *  eXain'nat,on  wf  means  and   resources,   applicant  by 

fan  gnaranteed-inconie  advocates  think  they  can  do  away  with  all 
this  by  using  the  "simple"  mechanism  of  having  everybody  Till  out  an 
income  tax  blank,  and  then  the  government  would 'send* a  elieek  to 
everybody  for  the  amount  that  his  income,  so  reported,  fell  below  the 
government's  set  -poverty- line"  minimum. 

But  we  cannot  escape  so  easily  from  a  case-bv  ease  and  applicant 
by-applieant  examination.  If  we  tried  to  shirk  this,  the  amount  of 
concealment  and  falsification  that  would  be  practiced  by  persons 
trying  to  get  as  high  a  guaranteed  income  as  possible  would  probably 
be  enornmus.  To  minimize  the  swindling,  the  government  would  have 
to  r«K>rt.  t<>  at  leas  as  rigorous,  and  probably  much  more  rigorous,  an 
examination  casc-by-case  and  apohcant  by-applicant,  as  it  already 
does  in  ou.-niniste.ring  current  relief,  unemployment  benefits,  and  social 
security  programs. 

,  But  to  the  charge  that  a  means  test  for  relief  is  necessarily  humiliat 
mg  we  may  ask  ourselves  whether  it  is  any  more  humiliating  than  the 
J  -  taxpayer  must  go  through  when  his  ineofnc  Uix  is 
examined  It  would  be  a  strange  double  standard  to  in*i«t  that  those 
who  were  being  forced  to  pay  the  guaranteed  income  to  others 
should  In-  subject  to  an  investigation  from  which  those  who  applied 
for  the  guaranteed  income  would  lie  entirely  exempt 

ix>  much  for  what  is  wrong  with  the  guaranteed  income  and  nega- 
tive income  tax  proposals.  Hut  those  of  us  who  object  to  these  themes 
no  matter  liow  costly  and  destructive  of  incentives  and  production' 
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are  almost  certain  to  be  met  with  the  retort,  "Well,  what  would  you 
do?  Let  'em  starve?" 

Now  I  do  not  think  it  is  incumbent  upon  me?  or  any  other  opponent 
of  either  the  guaranteed  income  or  the  negative  income  tux,  to  pro- 
pose a  substitute  for  these  plans.  The  demerits  of  the  plans  remain 
precisely  what  they  are  regardless  of  the  merits  or  demerits  of  any 
proposed  "substitute"  or  alternative.  The  merits  or  demerits  of  any 
substitute  I  might  propose,  therefore,  are  for  the  purposes  of  this 
morning's  discussion  irrelevant. 

Yet  we  are  confronted  with  a  grave  problem,  which  we  are  bound 
to  face  candidly.  Where  any  person,  a  child  or  an  adult,  is  in  fact 
helpless,  or  sick  or  disabled,  or  hungry,  or  jobless  through  no  moral 
fault  of  his  own,  and  where  no  private  person  or  group  is  responsible 
for  him.  should  "society,"  acting  through  government,  make  itself 
responsible  ?  I  think  nearly  everyone  would  answer  Yes.  Since  very 
far  back  in  history  "society"  has,  in  fact,  assumed  this  responsi- 
bility—in England,  to  take  only  one  example,  ever  since  pre- Eliza- 
bethan dam 

The  problem  is,  granted  this  responsibility,  how  can  the  govern- 
ment mitigate  the  penalties  of  failure  and  misfortune  without  under- 
mining the  incentives  to  effort  and  success?  And  how  can  it  prevent 
the  abuse  of  relief  and  the  ominous  growth  of  an  ever  bigger  army 
of  relief  recipients! 

I  should  like  to  suggest  one  partial  but  important  solution  to  this 
problem.  Ix£  whatever  government  relief  is  given  be  extended  in  the 
form  of  a  loan.  This  should  probably  be  non- interest  bearing  in  the 
first  year  but  bear  a  moderate  interest  thereafter.  No  relief  recip- 
ient would  be  under  any  obligation  to  repay  this  loan,  but  as  long 
as  any  part  of  it  remained  outstanding  he  would  not  be  eligible  to 
vote. 

Would  there  be  anything  particularly  cruel  or  callous  or  unneces- 
sarily humiliating  about  this?  I  do  not  thing  so.  Indeed,  the  proposal 
of  removing  the  privilege  of  voting  from  persons  on  relief  is  not 
original  with  me,  but  was  recommended  by  some  of  the  great  liberals 
of  the  nineteenth  and  early  twentieth  centuries,  among  them  John 
Stuart  Mill  and  A.  V.  Dicey, 

Mill,  in  fact,  went  much  further,  and  even  suggested  in  his  Repre- 
sentative Government,  published  in  1861,  that  people  who  pay  no 
direct  taxes  should  not  be  eligible  to  vote.  "Those  who  pay  no  taxes,'' 
he  wrote,  "disposing  by  their  votes  of  other  people's  money,  have  every 
motive  to  be  lavish  and  none  to  economize."  To  give  them  the  fran- 
chise "amounts  *o  allowing  them  to  put  their  hands  into  other  peoples 
pockets  for  any  purpose  which  they  think  fit  to  call  a  public  one.51 

In  any  case,  he  went  on,  "I  regard  it  as  required  by  first  principles, 
that  the  receipt  of  parish  relief  should  be  a  peremptory  disqualifica- 
tion for  the  franchise.  He  who  cannot  be  his  labour  suffice  for  his  own 
support  has  no  claim  to  the  privilege  of  helping  himself  to  tW  money 
of  others.  Bv  becoming  dependent  on  the  remaining  members  of  the 
community  for  actual  subsistence,  he  alxlicatea  his  claim  to  equal  rights 
with  them  in  other  respects."  And  Mill  went  on  still  further  to  suggest 
that  a  person  who  had  been  on  relief  should  not  be  entitled  to  vote 
until  his  name  had  been  off  the  reb'  f  roll*  for  at  least  five  years. 
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My  own  proposal  is  much  milder  than  this.  I  sueeest  th»t  .11 

the  rohff  f°T  f  \*™«?y  debt  e^uai  re  S  tdtfS 

If        /  !    '  no  Pel,<,f  «c«P»ent  be  eligible  to  vote  as  loniras  anV^art 

cost  of  rehef  to  (he  uxpaying  community.  '      1UW  the  Mt 

inteS  'Kffi  °f  *":/here1WOU,d  ^  be  an  enoromous  vested 
;,T  *"  bu".ld»ig  up  the  volume  and  variety  of  handouts  andtS 
number  of  m  ,p,e„ts.  As  the  recipients  would  not  have  vTJ£«»? 

ass  as&ssr*  <*-  ^^fe^ 

I  think  some  such  franchise  limitation  as  I  have  suinrested  I*  -h 
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TAXW  a^?^^  ,S?£\Kl/J£ELA  NEGATIVE  INCOME 
POVERTY^  UNITED  STATES  CITIZENS  LIVING  IN 

THE  CASE  FOR  THE  NEGATIVE  INCOME  TAX  V  VIEW 
FROM  THE  RIGHT 

{Hooted  by  pennUdon  of  tb*  Chamber  of  Commerce  of  .be  Cited  State*! 
I  lie  proposal  to  supplement  the  income  of  tlie  poor  by  a  fraction  of 

;  r  j  ,  "WlW  a  negative  income  tax  in  my  bA  rai»italUm 
a  .I  t  reed™  '--|,ai?  lmi  ^ted  w  ith  ronsiclmtble  ( fhoud,  far  from 
...  a  umousl  enthusiasm  on  the  left  „„<|  with  considerable  (thoS 

again  far  from  ....a  „„,»,  h«*iliiy  o„  the  rifrht.  Vet,  in  Z  SSSS 

th*  negahve  ,,uome  tax  ,s  „,ore  .on, pat i Me  Ah  tit*  EE 
aims  of  he  profKmentsof  limited  government  ami  maii,  iwfSSiS? 

ne  weST  I1';'"  *'? '*  "*  Phil«»-P«V  «"«!  »f  fi"'  pro  S,,^n  s  of 
the  welfan  state  and  greater  government  .ontrol  of  fheeemion.v  «v 
ex,,  on,,g  th.s  paradox,  I  can  ,>erhap.,  tvsfate  ,n  a  Ln^lTS^t 
way  thecaso  for flu» negative  income  tax.  1 

1    THE  ENTHCSUSM    ON  THE  LEFT 

sou^e^'tfc?  ?t  <He  ^  :,riSeS',1  ^,,eVe'  f""»  «»•■*•  ««»"»nt 
wune..  Ui  th«  juram*  hkxhw  tax  irax-bem  rrwfn^r  with" ;.  snin-r 

<ome  plan;    b>  the  negative  income  tax  hah  U-en  treated  as  another 

SZhnt. /fiVll,W/°1  P«*»™  rather  tl,Ta  : 

MrtMitutr  for  them;  (c)  the.v  has  I*™  inrrea-iiig  wojmitio,,  that 

prt>ent  welf»n.armngel„e,Us!lmItflM.tH.rs<Mt!,f  f^f^n  o "  iwiciS 

ents  and  demean  hot  ,  the  rec.pient.s  a.wf  the  administrator,  of  «S 

In  enns  of  my  values,  I  deplore  the  t.r-f  „f  enthusiasm  have 

m.xe<l  fee  lngs  about  the  second,  and  heartily  welcome  the  thirlH  .... 

(al  Cnnfinlon  bttwen  <tijf.r*ni  i>1m*.—\  negative  income  fax 
plan  does  pmv.de  a  guaranteed  minimum  irnome.  Rut  M-£irant*3 
ininiiimn,  income  «s  not  equal  u,  the  i.xomc  at  wl.i.h  rhe  ixmlver 
neither  pays  taxes  nor  rece.vcs  „  ...h-idy.  This  simple  t ho,  gf,  U 

«>.  has  k«,  the  source  of  much  confusion.  Let    ,  .IhMrafV  l  „d    ,  .  ■ 
Jijjrni  .n-ome  tax,  a  family  of  four  |,„  .vmp.,,.,,  '  . L 

of  *.„<HKt ,  irpi.vsnotax.  This  i,  the /„.      ,  ...  „  „,..,„„,  .  f  ,  ,,„  f  , 

hi js«1m  ^"r*.  s1,  -»•««—•-  -^.».i:Mddcd,,r,i. 

.  n.i»  ^l,<MN.  positive  taxable  m.»mc  .,,„  .  .,-  ,]„•  ,.,iiei,i  ti\  rite  f»i 
gr ^bracket  of  14,*r  cent,  pays  MP,  ,  v,,,  ,„  f:lK .   ,  • '    w-  I 

riff     r°}w  *™r  •:»«*•  <  ^  »""'••>«'  li-if  of  ilh,.t  at.te  tal  le 
If  nucha  family  luda  total  pretax  m.  „„f  H<(,|  ,1^ 
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n  Jteaative  taxable  income  of  $1,000.  Under  a  negative  income  tax,  it 
would  be  entitled  to  receive  a  payment,  the  amount  deluding  on  the 
tax  rate.  If  the  tax  rate  for  negative  taxable  income  were  the  same  as 
for  the  first  bracket  of  positive  taxable  income,  or  14  percent,  it  would 
be  entitled  to  receive  $140,  leaving  it  with  a. post-tax  income  of  $2,140. 
If  the  tax  rate  were  50  per  cent,  the  highest  rate  that  seems  to  me  at  all 
feasible  and  the  one  I  used  for  illustrative  puq>oses  in  CnpUal'tsm.  and 
Freedom,  it  would  be  entitled  to  receive  $500,  leaving  it  with  a  post-tax 
income  of  $2,500, 

If  the  family  had  a  zero  pre  tax  income,  it  would  have  a  negative 
taxable  ncome  of  $3,000,  and,  with  a  tax  rate  of  50  per  cent,  would  be 
entitled  o  receive  $1,500,  leaving  it  with  a  |K*>t-tJix  income  of  $1,500/ 
This  is  th<*  minimum  income  guaranteed  by  this  particular  negative 
income  :<ut  plan,  whereas  the  break-even  income  is  $3,<KR>.J 

Some  active  proponents  of  plans  for  a  guaranteed  minimum  income, 
notably  Robert  Theobald  and  K.  K.  Schwartz,*  have  proposed  simply 
"filling  the  gap*'  between  a  break -even  level  of  income  and  the  actual 
income  of  any  family  that  rec  eives  less.  This  is  equivalent  to  using  a 
tax  rate  of  100  per  cent  on  negative  taxable  income,  which  makes  the 
guaranteed  minimum  income  equal  to  t  he  break  even  level. 

Though  superficially  similar  to  a  negative  income  tax,  such  a  plan 
is  in  fact  radically  different—just  as  a  positive  income  tax  levied  at 
a  100  per  cent  rate  differs  radically  from  one  levied  at  a  fractional 
rate  less  than  1<H)  j>er  <-ent.  The  li**  f>er  rent  rite  removes  all  incentives 
to  earn  any  income  subject  to  the  tax.  The  fractional  rate  reduces  in- 
centives (compared  to  no  tax)  but  does  not  eliminate  them, 

Similarly  a  100  per  cent  rate  on  negative  taxable  income  is  as  al>surd 
as  a  100  per  cent  rate  on  |iositive  taxable  income.  Xot  only  would  it 
eliminate  any  incentive  for  persons  eligible  for  the  subsidy  to  earn 
income,  it  would  give  them  a  |>ositive  incentive  to  dispose  of  any  in^ 
eome-earning  |>ro|>erty,  provided  it,  together  with  of  her  sources  of  in- 
come, yielded  Jess  than  the  income  guarantee.  For  example,  suppose  a 


3  Not*  that  un<f«*r  pr**mt  law*,  npjrsttr**  fatsMr  Income  <<nu!<f  l»*  nv«n»  than  $.1  fXX),  *$nrc 
;i  tavpayr  *ho  u*»*  ardi.il  rattv»r  th;in  «tm<lar<l  deduction*  rouM  h.ivp  ftptnptiona  pin* 
♦liquet Ions  of  more  than  *3.f)«x>  Thin.  |«  ,t  point  fh.it  jlf^nes  murh  nionr  .itfwiflon  than  It 
lift*  r*»c*lir«l  On  the  one  band.  If  offor*  th«*  possibility  of  Introducing  a  <lp<Urab!r  flexibility 
int«  th<»  program.  For  rvniiPlr  ft  would  oflTer  .1  f-i r  t^ettrr  way  than  modlrare  or  *ori;iJU**d 
itititt^ine.  to  finance  by  tn\  fund*  abnormal  medical  co*1h  .  simply  permit  *u<h  rout*  to  ron- 
film*-,  :m  n<>tv,  to  tw  ;t  deduction  in  computing  Income  On  the  other  hand,  this  jrolnt  give* 
««till  more  iin|*»rtanre  to  iind<*«irahto  deduction*  ,<nd  *'\«'l»'d.o*»«  nnd'-r  fh«*  pr>«eftt  incnr* 
tax  Such  deduction*  and  e>clit«|oti*  m#an  that  .1  family  with  If f «rli  income  from  fa\  exempt 
tumrrr*  or  with  large  deductions  could  not  only  avoid  t.ix  it  now  does  but  could  :iI*o 
qualify  ff«r  *ul-*idie<  See  nect  Ion  3  hp  low,  -  , 

'For  other  «drcs  of  families  <trt*  payinc  iintt$>,  the  c>f.ir;inf«*^l  minimum  Income  ami 
brealC'eYen  Income  vary.  With  A  JVO  per  cent  rat*  oo  negative  taxable  Income,  and  present 
law  with  r<»«f*ect  t»»  >*empti'»n*  and  «tan<lar<|  f|e*|uef  ion*.  fh««*r  are  is  f*l!'««i 


f amity  vtt  GuJfinleed  minimum  income      0ff  ih-evcn  mcomf 


1  $4S0  ^900 

3  ?  300 

4.  I.SOO  1,000 

5-  .                                          I.8W  1,700 

6..  2,200  4.400 


♦ttlward  K  Schwartz.  "A  Way  to  KncJ  the  Mean*  Test  .  Social  Work,  IX  fjiilr.  lOfllt. 
1^7.  ;m-|  UolN-rr  Tli^'l-alo*    »*l  .  tiunrantmf  Ih**>m<,  \*t.u\tbi\A\.  N*«w  t*o~k,  1J«W> 
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family  owns  a  house  which  it  rents  out,  which  is  its  sole  source  of  in- 
come,  and  from  which  it  receives  an  income  less  than  the  minimum 
guarantee.  Obviously,  the  sensible  action  is  to  give  the  house  'o  a  friend 
who  is  above  the  minimum  income  and  who  u:!'  to  show  his 

gratitude  for  the  gift.  The  giver  would  lose  no  income,  since  the 
foregone  rent  would  simply  be  replaced  by  the  government  subsidy. 

Hy  removing  from  a  class  of  |KK>ple  all  incentive  to  work  or  even 
to  own  property,  such  a  scheme  would  create  a  quasi- permanent  class, 
of  the  professionally  indigent,  for  whom  living  on  the  dole  was  a  way 
ot  life,  not  a  regrettable  and  temporary  necessity. 

Proponents  of  such  a  scheme  tend  to  est  i mate  its  cost  as  equal- to  the 
pip  l*tween  the  breaks  en  incomes  they  sjwcifv  and  the  current  in- 
comes of  families  with  lower  incomes.  But  this'is  a  gross  underesti- 
mate. It  takes  no  account  of  the  cost  of  replacing  the  current  income 
that  would  disappear  Uvan.se  families  both  above  and  Mow  thebreak- 
pirSperty Km.pted  to  stop  working  or  to  give  away 

Some  proponents  of  ^gap-filling"  plans  have  acknowledged  the  dis- 
incentive effects  of  their  plans  and  have*  suggww-  1  modifications  to 
provide  some  element  of  motive  to  receive  other  income  However, 
he  motl.hcafions  are  mostly  trivial,  paying  only  lip-service  to  the 
problem.  And  some  proponents  have  even  welcomed  the  disincentive 
effects,  {xvause  thev  Mieve  that  automat  ion  threatens  widespread  un- 
employment, and  hence  that  it  is  desirable  to  separate  the  receipt  of  in- 
come from  work  or  property  ownership. 

If  the  confusion  1*4  ween  the.se  irresponsible  plans  and  a  responsible 
negative  income  tax  were  confined  to  the  proponents  of  such  plans,  it 
would  be  of  it  t  ie  moment.  In  fortunately,  it  has  not  been.  Many  rea- 
sonable i>eople  have  tended  to  reject  the  negative  inawne  tax  because 
they  have  regarded  it  as  equivalent  to  a  fillingthe-gap  plan 

In  fairness,  I  should  stress  that  tilling-the-gap  plans  command  only 
limited  support.  Most  iieople  on  the  left  who  favor  a  negative  income 
tax  recognize  that  a  KNi  {fer  cent  rate  is  al>surd  and  favor  a  plan  w  ith  a 
fractional  rate  much  lc*s  than  MM)  {>crcent.  Their  enthusiasm  for  the 
plan  lias  a  different  soun  e. 

(h)  An  .uldUUnutl  program. -A  have  sttp|>oited  the  negative  income 
fax  as  a Vif,*htut<-  for  present  welfare  programs:  :us  a  device  for  ac- 
complishing the  objectives  of  those  programs  more  efficiently,  at  lower 
cost  to  the  taxpayer,  and  with  a  sharp  reduction  in  bureaucracy.  Many 
proponents  of  a  negative  income  lax  have  favored  siniplv  adding  it 
to  existing  programs.  *  * 

I  have  mixed  feelings  about  this  source  of  support.  On  the  one  hand 
in  my  opinion,  we  are  now  spending  far  too  mueffoh  welfare  programs 
ol  all  kinds  compared  to  their  contribution  to  well  lieing  of  the  com- 
munity (see  section  '2(a),  below).  I  would  not  like  to  see  the  negative 
income  fax  used  simply  as  a  means  of  adding  Mill  more  to  this  total 
On  the  other  hand,  the  addition  of  a  negative  income  tax  is  partly  beimr 
suggested  instead  of  other  additions.  The  political  reality  may  be  that 
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the  programs  will  be  expanded  in  one  way  or  another.  If  so,  far  better 
that  it  be  in  this  way. 

More  important,  we  must  look  to  the  future.  Whatever  may  t>e  the 
original  intent,  I  believe  that  a  negative  income  ta*  will  be  so  much 
more  effective  than  current  programs  that,  in  the  course  of  time,  it 
would  increasingly  replace  them,  in  the  process  diminishing  the  prob- 
lem toward  which  all  of  the  programs  are  directed. 

(c)  Defect*  of  present  welfare  arrangements. —All  responsible  stu- 
dents of  the  problem,  whether  on  the  left  or  the  right,  have  come  in- 
creasingly to  recognize  that  present  welfare  programs  have  grave 
defects,  and,  in  particular,  that  direct  relief  and  aid  to  dependent  chil- 
dren demean  both  the  recipients  and  the  administrators. 

I  was  much  impressed  some  years  ago  when  Herbert  Krosney  talked 
to  me  about  a  study  of  New  York  welfare  programs  he  was  engaged 
on — and  which  has  since  been  reported  in  a  splendid  book,  Beyond 
Welfare: 

In  effect,  he  said  to  me,  "You  classical  liberals  are  always  talking 
about  how  bij?  government  interferes  with  personal  freedom.  The  ex- 
amples you  give  are  always  about  things  that  matter  to  people  like  you 
and  me — freedom  of  speech,  of  choosing  an  occupation,  of  traveling, 
and  soon.  Yet  how  often  do  you  and  I  come  into  contact  with  govern* 
ment  ?  When  we  pay  our  taxes  or  get  a  traffic  t  icket,  f>erhap&,  The  people 
whose  freedom  is  really  being  interfered  with  are  the  poor  in  Harlem, 
who  are  on  relief  A  government  official  tells  them  how  much  they  may 
spend  for  food,  rent,  and  clothing.  They  have  to  get  permission  from 
an  official  to  rent  a  different  apartment  or  to  buy  second-hand  furni- 
ture. Mothers  receiving  aid  for  dependent  children  may  have  their 
male  visitors  checked  on  by  government  investigators  at  anv  hour  of 
the  day  or  night.  They  are  the  people  who  are  deprived  of  jiersonal 
liberty,  freedom,  and  dignity/* 

And  surely,  he  is  right.  No  doubt,  he  who  pays  the  piper  calls  the 
tune.  No  doubt,  the  taxpayer  who  pays  the  bill  to  support  people  on 
relief  may  feel  that  he  has  the  moral  as  well  as  legal  right  to  see  td  it 
that  the  money  is  spent  for  designated  purposes.  But  whether  he  has 
the  right  is  irrelevant.  Even  if  he  has,  it  seems  to  me  neither  prudent  nor 
noble  for  him  to  exercise  it.  The  major  effect  of  doing  so  is  to  weaken 
the  self-reliance  of  the  recipients,  diminish  their  humanity,  and  make 
them  wise  in  the  stratagems  for  evading  the  spirit  of  the  restrictions 
imposed  on  them;  And  the  effect  on  the  administrator;  js  no  more 
salutory.  Instead  of  welfare  workers  bringing  counsel  and  assistance 
to  the  poor,  they  become  policemen  and  detectives;  enemies  to  be  out- 
witted. That  is  a  major  reason  why  it  is  so  hard  for  large  cities  to  staff 
their  welfare  agencies  and  why  they  experience  Mich  high  turnover. 

It  would  lie  tar  letter  to  give  the  indigent  money  and  Tor  them  spend 
it  according  to  their  values.  True,  they  may  -jhmh!  much  of  it  in  ways 
we  disapprove  of—  but  they  do  rum,  ;r rt<  1  nof  all  the  n-d  fajte  in  Wash- 
ington will  keep  them  from  finding  ways  of  doing  <o.  If  we  -penl  the 
same  amount  on  the  poor  in  total,  they  would  have  more  to  spend — 
because  of  savings  in  administrative  costs-  and  fhev  would  tret  more 
satisfaction  per  dollar  spent—because  they  would  waste  less  in  err- 
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cumventing  the  bureaucracy  and  would  use  the  money  for  what  they 
value  most.  In  addition,  at  least  some  would  grow  in  the  course  of 
I2i2Sth?r  °Wn  ileV*lons<  «*■  »™M  rf«velop  habits  of  independence 
SIS  !'Krelia!,CeT>n,d  "'"ty  '-f  80r,aI  hired  on  government 

«S?fi si?  If  d  <ieV°*e  the,r  ener*les  t0  helPin*  '««  indigent,  and 
not  spying  on  them.  •  6  T 

This  is  the  aspect  of  the  negative  income  tax  that  I  believe  has 
SEft?  E  V**1*  to  t!*M*.  »«d  Properly  so.  Here'  is  one  are* 
SEE  r  ^T6  pa^nt  h°?  a".ai^  ffovernment  intervention 
affects  the  ives  of  its  citizens;  how  it  corrupts  both  the  contfOc 
and  the  controlled.  Having  learned  this  lesson  ft,  one  area,  nerh"ps  he 

neJr  i!gh?!U"ff  l*°P   0,1    ^  Ief-Wi"     ,ed  to  look  at  other        in  a 

2.  THE  HOSTILITY  OX  THE  RIGHT 

The  hostility  toward  the  negative  Income  tax  on  the  right  is  Dartlv  ' 
an  automat ir  reflex  to  the  enthusiasm  for  it  on  the  left"pTrtIv  ?t  is  a 

twoler^a^;*^  fi,UIW'ft  But  hostility anCafsofr^ 
tuo  very  different  sources:  first,  the  belief  that  a  guaranteed  minimum 
income  introduce* ;  a  new  principle  into  the  relaWl  in  teSSTSS 

SrS?;1   flU>  ,K>°p,r  'hilt  flatly  weaken  ?he  iSivS 

on  Ihe part  of  he  poo.  fo  |ieIp  themselves:  second,  the  political  iucbr- 

(a)  77»c  treaknnnrf  of  incrnfiiv*.~Th*  first  source  of  hostility  con- 
JSS***  "ifh  ™*  elianentar^a^ia  that  we  how YavTa 

governnie,Ually  gnantntml  m.nmium  h.comcTn  .4ul>stance  though  not 

?  f  "  wh**  ,,MrJ*Bwf  l?rab-bag  of  relief  and  welfare 
measures  is.  In  some  states  it  even  written  into  the  law  that  anv^ 
one  whose  income  is  "inadequate  is  entitled  «s  a  matter  of  riirht  to 
have  it  supplemented and  brought  up  to  an  "adequate"  evel?  aSed 
of  course  by  the  welfare  agenc  ies.  And  whether  explicitly  sWfflbi 
law  or  „ot,  the  same  thing  is  <nie  almost  every  where  in  &£w 

I  he  most  obvious  component  of  the  present  de  facto  «mrante«d 
nummum  income  is  dire,,  relief  and  aid  fo  <lependenSl<fren ^82 
from  the  interference  with  (lersonal  freedom  and  dignity  alreadv 
reared  to,  these  programs  have  the  worst  possible  d&WEg. 
tnes.  If  a  ptr**.  on  relief  earns  a  dollar,  and  obeys  the  law,  lu*  or  W 
relief  payment  .*  reduced  by  a  dollar.  Since  working  generalr/i^ 
volves  costs-.f  only  for  letter  or  different  clothes-She  effec tis  to 
penalize  either  industry  or  honesty  or  both.  The  program  tendfto  pr^ 

duce  ,>oor  people,  and  a  permanent  class  of  ,Nm,  -peSde  hvh"  on  wet 
fare,  rather  than  to  help  the  unavoidably  indigent  A  ,    t  KsJat 

high  c<wt  in  w  aste  and  bureaucracy  * 

But  this  is  only  the  tip  of  the  icel>erg.  We  have  a  maw  of  detailed  '  ' 

governmental  fWanis  that  have  lieen  just iHed  on  wll&iSK 
hough  typically  then-  product  is  mklv:  puMi,  ho,Ji  g,  uXn  W 

uewal,  old  age  and  unemployment  insurance,  job  training,  tlw  host  of 

assorted  programs  under  the  mislaMKI  "war  o„  f  rni  price 

supports,  and  soon  at  incredible  length.  *  P 

Estimates  of  how  much  we  are  now  spending  on  welfare  piwrams 

vary  widely  depending  on  what  specine  programs  are  WhX*  A 
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modest  estimate,  which  excludes  entirely  veteran's  benefits  and  educa- 
tional expenditures,  is  that  federal,  state  and  local  governments  are 
spending  roughly  $50  billion  a  year.  Much  of  this  money  is  simply 
wasted — as  in  the  agricultural  programs.  And  most  of  it  goes  to  people 
who  cannot  by  any  stretch  of  the  imagination  be  classified  as  poor. 
Indeed,  from  this  point  of  view  the  direct  public  assistance  programs 
at  least  have  the  virtue  that  people  who  receive  the  payments  clearly 
have  a  lower  average  income  than  the  people  who  pay  the  taxes.  There 
is  not  another  welfare  program  for  which  this  is  unambiguously  true. 
For  some— e.g.,  urban  renewal  and  farm  price  supports — the  people 
who  are  hurt  almost  certainly  have  a  lower  average  income  than  the 
people  who  are  heloed.  For  social  security,  the  situation  is  more  com- 
plex but  it  may  well  be  that  on  net  it  involves  transferring  funds  from 
thepoor  to  the  not-so-poor  rather  than  the  other  way. 

Tne  welfare  iceberg  includes  also  measures  that  impose  restrictions 
on  private  transactions,  and  do  not  require  direct  government  expend- 
itures, except  for  enforcement,  Tho  most  obvious  is  minimum  wage 
rate  legislation.  Other  items  are  the  Walsh-Healy  and  Davis-Bacon 
Acts,  and  the  whole  range  of  legislation  conferring  special  immunities 
on  labor  unions.  The  effect  of  most  such  legislation  is  to  increase  the 
number  of  indigent  people.  The  minimum  wage  rate,  for  example, 
prices  many  unskilled  workers  out  of  the  market  and  is  the  major  ex- 
planation, in  my  judgment,  for  the  tragically  high  unemployment 
rates  among  teenagers,  especially  Xegro  teenagers.*4  These,  measures 
involve  a  confusion  between  wage- rate  and  family-hicmtie.  Persons 
who  are  capable  of  earning  only  low  wage-rates  are  for  the  most  part 
youngsters  or  extra  family  members  whose  earnings  supplement  those 
of  the  main  breadwinner.  Hut  even  where  the  worker  is  the  main  bread- 
winner, it  is  surely  better  that  he  be  free  to  earn  what  little  he  can 
than  that  he  be  unemployed,  ami  better  that  if  government  funds  are 
to  be  used  to  aid  him,  they  be  used  to  supplement  his  earnings,  not  to 
replace  them. 

The  negative  income  tax  would  be  vastly  superior  t<»  this  collection 
of  welfare  measures.  It  would  concentrate  public  funds  on  supple- 
menting the  incomes  of  the  poor — not  <list  ribute  funds  broadside  in  the 
hope  that  some  will  trickle  down  to  the  poor.  It  would  help  them  be- 
cause they  were  poor,  not  localise  they  were  old  or  disabled  or  unem- 
ployed or  fanners  or  tenants  of  public  hou-iny.  The.-**  characteristics 
are  no  doubt  associated  with  poverty,  but  the  association  is  very  far 
from  perfect. 

Because  the  negative  income  tax  is  directed  .specifically  at  poverty, 
it  would  both  help  the  indigent  more  and  cost  far  less  than  our  present 
collection  of  programs.  One  careful  estimate,  by  Christopher  Green, 
sets  the  cost  of  the  50  per  cent  plan  outlined  silwm-  at  ST  to  si)  billion 
for  1964  (if  public  assistance  payments  are  excluded  from  rhe  income 
base  used  in  calculating  taxable  income).'  In  that  year,  public-  ass;**- 


4  See  The  Minimum  Wapt  Bute,  Whu  &euliy  an  Interview  w\\u  Val#*  Hr«n*  ami 

HlHon  Friedman.  Free  Society  Amo?  latlen.  Washington,  turn 

•  CbrJ»Coph#*r  Creep.  Trun$fer*bw*TaTutton:  An  Approach  to  Imp  nurd  Inmmr  Mainte- 
nance, BncKjrrourwI  paper  prepared  tor  a  conference  nf  Tbe  Bro<#ktntf«  Institution  iTIi* 
Brookings  lofttitut'on.  Washington.  D  C  .  April.  11M6>.  p.  277. 

The  lower  estimate  I  f  7.1  button  I  a  mo  met  that  double  esempltittt*  are  not  grant*!  th** 
aged  in  calculating  taxable  focome;  tbe  b  If  her  ^Umate  <  %  8,8  Mllloo}  as^ro^  that  tUe-y 
are. 
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•nee  expenditures  alone  totaled  $6.1  billion.  Clearly,  the  elimination 
of  miblic  assistance  plus  only  a  modest  reduction  fo  Xr  Grams' 

u,k •QLfte  ,ndl8«»t  than  they  are  now  receiving" 
cenf .TThJ subst»tutmg  a  fractional  rate  for  the  present  100  per 

ifavi  w  il  t0Jhelr  "?come  hy  the,r  mv»»  "rtivitv  than  they  now 
have^Hence  the  above  estimates  overstate,  and  in  my  view  significantly 
«nT£r\*e  cost.  Furthermore,  theW  estimates  makeCX^ 
»nee  for  a  number  of  indirect  benefits.  Integrating  the  navment  of 
^.stance  with  the  tax  system  would  improve  col  feet  ion  TnTreduce 
tX°,V  "'J'16  mc0me  tax'  ^  the  concealment  TiScometha? 
o^most  of  the  present  bureaucracy  administering  the  welfare  pro- 

no?L£?  TEi  ™"fPtiv!,  inc,°me  ta*  at  enable  level  would 
not  meet  the  specific  needs  of  every  indigent  family  Beinir  irenercil 

no  doubt  such  rases  would  exist .  However,  by  providing  a  basic  mini- 
mum »t  would  reduce  such  cases  to  a  managed  le  „umb?n  which  could 

i^t^J^iZff^^'  In  "^Pinion,  one^Aheg^al 
costs  oi .  the  proliferation  of  governmenta  welfare  programs  is  the 
elimination  of  a  basic  role  for  private  charity ,  StE^ffflSiWliuT 

tax  is  that  it  would  provide  an  imiwtant  place  for  private  charitv 

mJnf»T  ISf1  1,1  a  hyP°th^ical  world  in  which  there  were  no  govern- 
25  *  ?  pWPnims  at  a»  in  which  all  assistance  to  the 
destitute  was  by  private  charity,  the  case  for  introducing  i  teZt  ve 
neonie  tax  would  1*  far  vreaker  than  the  case  for  s  SLgl?  for 
223  pmlfrSUMS'  In-  SUrh  a  uor,d<  th'  "dative  income  ta^woufd 
w^Wf^Lre?,m  10  W*°rk-  F°r  wh  -  w"r,d<  1  <*»  St  know 
ho w  JLtivX  A"Tt,Ve  '"C<r  tax~  that  ™«M  *Pwd  on 

ffa!  » i  )i  V'"  tte  ch«r,»y  «as  in  fa,  t  providing  for  the  destitute 
Hut,  whether  desirable  or  not,  that  is  not  !„ir  world  and  there  is  not 
the  mm**  «-l.a.„e  that  it  will  he  in  f  he  foreseeable  f  .  re  E  S 
myself,  who  would  like  to  see  the  role  of  v^m^ri^'^ 
hann  onrown  ,anse  l,Ve?li,ati„ga  program  by  an  Z*™  "Zti™  y 
(o) Tne  itohOcal  probhm. -A  second  major  source  of  ho-tiHtv 
fron,  the  right  to  the  negative  income  tax  is  eoii  ern  Zut  its  [SitS 


1  p  r.-olvlns  imiMI<<  .c-Nfnnr*  «      i  ,,  7  I    V  "' |,  r  """  ""  l""<*nt  f.l.m,  ■  th»  <->.l<  rtv 
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effect.  If  we  adopt  an  open  and  above  board  program  for  supplement- 
ing the  incomes  of  people  below  some  specified  level,  will  there  not  be 
continued  political  pressure  for  higher  and  higher  break-even  incomes, 
for  higher  and  higher  rates  on  negative  income 7  Will  the  demagogue 
not  have  a  field  day  appealing  to  the  have-nots  to  legislate  taxes 
on  the  hves  for  transfer  to  them?  Will  not  the  first  sign  of  this 
process  be  the  adoption  of  the  negative  income  tax  as  an  addition  to 
hV>  other  programs  rather  than  as  a  substitute? 

These  are  all  important  questions.  Clearly  the  dangers  exist.  But, 
like  the  incentive  question,  they  must  be  evaluated  in  terms  of  the 
world  as  it  is,  not  in  terms  of  a  dream  world  in  which  there  are  no 
governmental  welfare  measures.  The  relevant  political  question  is 
whether  the  negative  income  tax  is  more  susceptible  or  less  susceptible 
to  these  dangers  than  alternative  programs  of  the  kind  we  now  have 
or  are  likely  to  get  To  this  question,  the  answer  seems  to  me  clear: 
the  negative  income  tax  is  less  susceptible. 

Why  have  the  present  grab-bag  of  programs  been  adopted  i  Be- 
cause each  appeals  to  a  special  interest  that  is  willing  to  fight  strongly 
for  it,  while  few  are  willing  to  fight  strongly  against  it;  because  the 
disinterested  who  seek  to  promote  the  general  interest  have  been 
persuaded  that  each  measure  will  contribute  to  helping  a  group  that 
is  disadvantaged;  because,  for  many  of  the  measures,  there  was  no 
clear  price  tag,  and  the  program  could  be  voted  without  the  simulta- 
neous imposition  of  taxes  to  pay  for  it ;  because  for  still  others,  there 
are  no  direct  costs  at  all — minimum  wages  are  perhaps  the  clearest 
example ;  because,  finally,  no  one  who  opposed  the  programs  had  an 
effective  alternative  to  offer  that  would  meet  the  real  problems. 

Politically,  the  right  solution  is  to  have  a  comprehensive  program 
whose  cost  "ia  open  and  clear.  That  is  precisely  what  the  negntive 
income  tax  is*  By  linking  it  intimately  with  the  general  income  tax 
structure,  there  is  no  way  to  raise  the  break-even  incomes  without  rais- 
ing the  exemption  for  tax  purfK>ses,  which  clearly  requires  a  higher 
rate  on  incomes  above  the  exemption.  The  cost  of  the  payments  is  in 
one  lump  sum  that  can  be  calculated  and  will  be  painfull*  visible  to 
every  taxpayer.  It  will  l>e  obvious  that  every  rise  in  the  rite  applied 
to  negative  taxable  income  raises  the  cost.  It  rnav  still  l>e  that  the 
lower  income  groups  will  form  a  coalition  to  despoil  the  upper  income 
groups  for  their  benefit— but  that  danger  will  b*  less  than  now,  when 
we  are  in  the  position  of  having  the  dotr's  tail  rut  off  by  inches,  on 
the  sfwious  plea  of  l>enefiting  the  disadvantaged.  Oikp  the  is<ue  is 
oj>en  and  clear,  we  must  rely  on  the  jrood  sense  and  responsibility  of 
the  electorate.  And  I  for  one  l>elieve  that  exj>erience  has  shown  that 
we  can  rely  on  it;  that  in  every  Western  ronntrv,  the  electorate  \\a* 
shown  iliat  it  is  proof — though  clearly  not  L'Oo  proof  against  denia- 
jrotfie  ap|>eals  simplv  to  share  the  wealth. 

The  present  problem  is  to  halt  the  proliferation  of  the  had  pro- 
grams we  now  have  and  ultimately  to  dismantle  them.  I5uf  while  the^e 
programs  are  on  the  whole  had,  more  or  le-<  incidentally  thev  do  help 
some  people  who  are  disadvantaged,  ("an  we  in  «rood  conscience  mount 
a  (tolitical  attack  on  them  unless  we  can  provide  an  alternative  way 
to  achieve  their  tfood  results?  Can  we  Ik*  effective,  unless  we  have  a 
satisfactory  answer  to  the  inevitable  charge  that  we  are  heartless  and 
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hLn  *n!i2?  nt7?St,?i!  of  these  Programs  should  nerer  have 
i'El^  theJ  have  been  and  they  must  be  dismantled  grad- 

"ivL,    f°,r  the       #  80c,al  9tabil'ty  a"*1  the  government 

has  the  moral  responsibility  to  meet  commitments  it  has  entered  into 

£*2C .      mCOme  taX  ,S  *  Way  to  rePlace  existinS  Program^ 
An  additional  enormous  political  advantage  of  a  negative  income 
tax  cmnpami  with  our  present  programs  is  that  it  doTn* ^Site 
»  large  bureaucracy  to  prov.de  political  patronage  to  the  powTrs  that 

^m^STw  "*iu9  a  sh,sh         *s     many  cwES  >r£ 

grams-notably  in  the  war  on  poverty-can  be  and  have  beenTsed 

There  ,s  no  way  whereby  the  bulk  of  us  can  tax  ourXSTo t£  t 
£7i22Ln;  e  thB t  d,,e8 ,l°t  have  ^,iticaI  ****** Thene^t  ? K>me 
fmiS3h^S2^?  n^°I,;mon' to  Wng  ix>fitirally  conTstent  wi?h  a 
he^rdor  "     a  fm>  eCOn°my  than  an*v  other  m<*h°d  I  have 


heard  o 

THK  INCOME  TAX  AS  A  WHOLE 


Converting  (he  general  idea  of  a  negative  income  tax  into  a  con 
erete  proposal  raises  many  specific  issues  These  are  iTntica  with  thS 
hat  arise  ,n  constructing  a  jxrcitive  income  tax:  the  un it  to be  taxe? 
kTn^T/L^      treated  as  m™™'  the  deductions  a^ ^exclusions  to 
mtl^tU?!^™  TTT  ^  b™k^«  for  families  of  dfffer 

ent  size,  the  rate  schedule  for  negative  taxable  income  So  far  T  hovp 
implicitly  accepted  the  s^ficatfons  f„r  these  ite.remWied  in  our 

negatne  taxable  incomes  to  have  a  specific  illustrative  plan 

whlh  are'  Sth^T       ^  hM  """V  deficieJciS,  some  of 

present  e^empS ■  For  'LT^™"*  !*"n,li»K  the  tax  below  the 
present  exemptions,  fror  example,  consider  a  taxpayer  all  of  wh««» 
inronw  is  in  the  form  of  interest  from  tax-exempt 2  Uocal  se^urf 
ties.  For  tax  purposes,  he  has  a  zero  income  1* for ^ e?emMionTa^d 
deductions  hence  would  qualify  for  a  negative  tax  mymeTof  SI *» 
for  a  family  of  four),  even  though  he  ,Sy  have  a'mE^o ffifS 


Or  again,  the  tax  rate  of  .*»  per  j  haV(,  ,  {  , 
I  should  prefer  a  lower  rate.  Vet.  with  current  exempt  ions  a  lower  £  e 
would  pnxluj  e  guaranteed  minimum  incomes  so  low  compared  to  our 
present  standards  of  indigence  that  the  negative  ,„  J  „m  J3 
«  "  «atiSfa,  ,ory  alternative  to  pn"ent pr SS^  t£ 
reason  is  that  current  exemptions  are  far  too  low  The  v  aron  ivl  ie  of 
«art,n,e  ex,>enenee  and  have  not  f>een  raised  ev e, \  to  Shi  Tor  til 
pneens.  . su.ee  then.  In  real  terms,  they  arc  far  lower  to  i^any 

t^nC  l¥h'mt».f&  o{  ^kitiis  at  the  problem  of  helpin*  the  noor  ,n 

in  a  new  light.  (  learly,  this  is  not  theoccas  on  for  i  <omr>n>Iit.™vA,Hc 
« H  um,,  however,  serve  to  give  some  ^pe!-   Tif  I  mt  ne 
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The  most  important  desideratum  is  a  drastic  lowering  of  the  gradu- 
ated rates  combined  with  a  drastic  broadening  of  the  base  by  eliminat- 
ing existing  exclusions  and  deductions.  My  own  preference  is  for  a 
single  flat  rate  above  and  below  much  higher  exemptions  than  now, 
with  no  exclusions  or  deductions  except  for  strictly  defined  business 
and  occupational  expenses  and  perhaps  medical  expenses  beyond  some 
minimum.  The  present  graduated  rates  are  a  fake.  In  practice,  the  loop- 
holes mean  that  little  revenue  is  produced  by  the  higher  rates  and  ;hat 
the  actual  incidence  of  the  tax  is  heaviest  in  middle  income  groups.  Yet 
so  long  as  the  rates  are  highly  graduated,  the  loopholes  are  necessary 
if  the  tax  system  is  not  seriously  to  weaken  incentive  and  productive 
efficiency* 

The  solution  is  simultaneously  to  introduce  a  flat  rate  at  a  moderate 
level  and  to  eliminate  the  loopholes.  To  be  specific,  I  would  eliminate 
the  present  exclusion  of  interest  on  state  and  local  securities,  as  well  as 
the  present  deductions  for  [>ercentage  depletion,  interest,  contributions* 
and  tas^s  (except  as  they  may  U»  business  exj>enses)  ;  integrate  the 
corporate  with  the  individual  tax,  and  include  capital  gains  in  full, 
preferably  on  an  accrual  basis,  and  possibly  with  an  adjustment  to 
eliminate  the  effect  of  changes  iti  the  general  price  level 

This  mav  seem  a  long  way  off  from  negative  income  taxes,  yet  it  is 
closely  linked*  With  a  broadened  base,  current  exemptions  could  be 
raised  drastically  and  rates  lowered  for  both  positive  and  negative 
taxable  income,  yet  the  total  revenue  yielded  by  the  income  tax  kept 
unchanged.  To  be  specific,  supiw>se  that  the  exemt  pious  (and  standard 
deductions)  were  doubled— to  $0,000  for  a  family  of  four— and  that 
the  single  rate  of  25  per  cent  were  imposed  on  all  income  below  and 
above  the  exemption.  This  would  yield  the  same  minimum  income 
guarantee  of  $1500  for  a  family  of  four  as  the  plan  discussed  above 
and  higher  incomes  for  people  with  some  other  income.  It  would  pro- 
vide a  greater  incentive  to  the  poor  since  they  would  keep  75  cents  out 
of  every  additional  dollar  It  would  raise  taxes  for  few,  if  any,  of 
those  people  who  now  pay  taxes  on  all  their  income  and  who  take  the 
standard  deduction.  Yet  some  rough  calculations  suggest  that  it  would 
prolmbly  yield  as  much  as  our  present  income  tax. 

If  this  is  anywhere  near  right,  the  actual  yield  would  Ik*  much 
higher  since  such  a  tax  structure  would  greatly  redu<x»  t1  incentive 
to  engage  in  costly  schemes  to  avoid  income  taxes  and  \>  *  greatly 
increase  the  incentive  to  add  to  income,  raising  the  tax  base  on  both 
counts. 

4.  SUMMARY 

In  Capitalism  and  Freedom,  I  summarized  the  advantages  of  the 
negative  income  tax  as  follows : 

*'It  is  directed  specifically  at  the  problem  of  poverty.  It  gives  help 
in  the  form  most  useful  to  the  individual,  namely,  rash.  It  is  general 
and  could  be  substituted  for  the  host  of  special  measures  now  in  effect. 
It  makes  explicit  the  cost  borne  by  society.  It  operates  outside  the 
market.  Like  any  other  measures  to  alleviate  poverty,  ft  reduces  the 
incentives  of  those  helped  to  help  themselves,  but  it  does  not  eliminate 
the  incentive  entirely,  as  a  system  of  supplementing  incomes  up  to 
some  fixed  minimum  would/' 12 
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JU^M^P^  disadvantage  of  the  proposed  negative  in- 

come tax  as  "tte  political  implications,"  I  went  on,  -ft  establishes  a 
system  under  which  taxes  are  imposed  on  some  to  pay  subsidies  to 
others.  And  presumably,  these  others  have  a  vote.  There  is  always  the 
danger  that  instead  of  being  an  arrangement  under  which  the  great 
majority  tax  themselves  wilTingly  to  help  an  unfortunate  minority,  it 
will  be  converted  into  one  under  which  a  majority  imposes  taxes  for 
sown  beneht  on  an  unwilling  minority.  Because  this  proposal  makes 
the  process  so  explicit,  the  danger  is  perhaps  greater  tlian  with  other 
nit?Rbu  res* 

■  '}?  1  h-jVe  <houSht  further  about  the  subject,  and  have  participated 
m  the  widening ;  discussion  of  the  proposal,  I  have  seen  no  reason  to 
change  my  opinion  that  the  advantages  I  listed  are  indeed  advantages 
I  have,  however,  been  led  to  add  a  number  of  others,  in  particular, 
that  the  negative  income  tax  does  not  interfere  with  the  ocrsonal 
freedom  or  undermine  the  dignity  of  those  helped,  and  that  it  does 

Xfi^^'*  *****  Wh°  *****  *  -  method: 

li-LS*?  "  r*  ' '!,a,,^<1  mv  (>I>'»'on  alnnit  the  political  implications  I 
*fmA*V**F'  1  now  believe  that  l*cause  it  is  general  and 
inked  to  the  positive  income  tax  it  is  less  likely  than  are  other  plans 
to  lie  extended  to  unreasonable  and  dangerous  limits.  And  I  would 
now  |M  aS  one  of  the  major  advantages  of  the  .w^i^^SS 
tIiat,asaprr»|H,salt  it  offers  a  platform  from  which  an  effective  political 

£Zkiim  T  iluMr  existi'^  »»«™We  programs  an"  w 
acted,  it  would  remove  the  specious  excuse  now  offered  for  every  newTv 
suggested  expansion  of  the  Federal  hureaucnuy-that  itl/'need^ 
to  help  one  or  another  disadvantaged  group. 

or  ,NC0M£  TAX  '"Cow)B*rmc  M  nmm  hate  oh  ntwm  taxable  income 

deduct*™  ,«com-  ,]i.J"t  r  Income  »<ter 


income  (percent)  t« 

I'M"  tm  "'MS  %  -«.*»  $i  sw 

H0W'  3000  H.000  u 
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THE  NEGATIVE  INCOME  TAX:  A -REPUBLICAN 
PROPOSAL  TO  HELP  THE  POOR 

i Source:  Tbe  Blpoe  rtorum,  April  1987) 
( Xarr.— Footnotes  nod  references  to  political  peraooa  Mies  bare  been  deleted.  > 
(fteprtsted  by  pcnsiflateu  oi  Tfce  BJpoe  Society.  1430  Massacbasett*  Are,. 

Poverty  means  insecurity  and  dependence.  Tbe  insecurity  of  jiever 
knowing  where  the  next  dollar  will  come  from  discourage*  poor  people 
from  seeking  new  opportunities.  The  dependence  on  welfare  adminis- 
trators saps  them  of  the  initiative  to  make  their  own  decisions.  The 
Republican  Party  believes  that  the  poor  man  ceases  being  poor  only 
when  be  is  willing  and  able  to  make  his  own  way  m  the  economy,  when 
he  takes  control  of  his  life.  To  conquer  poverty  we  must  break  down 
the  carriers  to  free  participation  in  the  economic  life  of  our  Nation. 
This  means  providing  an  adequate  education  for  everyone;  it  means 
eliminating  discrimination  in  hiring  and  housing;  it  means  above  all 
reducing  the  insecurity  and  dependence  of  the  poor. 

We  must  find  a  way  to  supplement  and  stabilize  low  incomes  with- 
out interfering  with  the  natural  freedom  and  incentives  of  the  mar- 
ket. This  can  be  done  if  the  Republican  Party  stands  by  its  traditional 
economic  realism  and  tghts  for  an  attack  on  dependence  and  insecurity. 
Ripon  urges  it  to  commit  itself  to  a  Negative  Income  Tax  and  to  make 
this  commitment  the  cornerstone  of  an  effective  alternative  to  the  mis- 
managed,  miscellaneous  and  ineffectual  War  on  Poverty  that  has  been 
put  forth  by  the  Johnson  Administration. 

The  Ripon  Society  proposes  that  the  United  States  increase  incen- 
tives and  opportunities  for  economic  advancement  through  the  adop- 
tion of  a  Negative  Income  Tax  system. 

f.  WHAT  IS  NEGATIVE  ItfCOME  TAX? 

A  *inu>le  formula  (so  much  per  adult,  ?o  much  per  child)  determines 
a  "standard"  income  for  every  family.  The  family  receives  a  fixed 
percentage,  railed  the  tax  rate,  of  the  difference  iJctween  its  earned 
income  and  the  standard.  These  income  transfers  come  in  payments, 
called  the  Negative  Income  Tax,  which  decreases  gradually  as* income 
increase*.  All  faint!  ics  with  incomes  helm*  the  standard — not  just 
those  that  an*  unemployed — receive  Negative  Income  Tax  payments. 

For  example,  stipj>o*e  the  standard  income  for  ;i  family  of" four  is 
*VW\  and  the  tax. rate  is  SO  |>erecnt.  If  f lie  family  earns  nothing,  it 
gets  $2,750  jierecnt  of  &VrfJft).  If  it  cams  ftljWNt,  it  gets  i*2<2.V> 
from  the  Negative  Income  Tax,  and  has  i  total  income  of  ^J^.Vi,  $;>00 
more  than  l#forc.  The  Negative  Income  Tux  encourages  families  to 
move  up  the  income  scale  until  they  can  Itfgin  to  pay  j>ositive  taxes.  In 
1JM56  lioth  the  national  Commission  on  Technology,  Automation  and 


Reproduced  froai:       U.S.  Congress.    House.    Resolved:  that 
the  Federal  govermeut  should  guarantee  a  aiiniaHsai  annuel 
cash  incotae  to  ell  citiaene.    Bouse  docuawmt  no*  90-172, 
90th  Congress,  1st  Session.    Washington,  U.S.  Govt .  Print. 
Off.,  1967.    p.  82-95- 
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February,        ^^Td^tdl^>;nLNa^,0n^^Crime  Commission  in 

Negative  Income  fax fcl  88  !i1C  £nn,y  «»°™nce.  The 
most  respected  economi^^K  i  °f  man^  of  the  ,mti<>«'s 

Wallieh, T n*nS ^^of  Ife^t  pT^r"11  Democratic.  Henrv 
Advisors,  supports  the  i£  n£  SS?lrM?r8  C°"ncil  of  R»«omfc 
sitv  of  (W^m^  S fint  KroP°n«»<s  ™*  I'niver- 

*Wnic  advl^rXZ the  {^™7rfn^r,y  G*a** chief 
Posed  in  1962  the  SLent  if! ISTlS?1*1  ^J*11*"'  who  P™- 
Wive  Income  Tax  vifc Uo^L7  SnS  T*1  Pr<*<™s  by'the 
of  the  Council  of  Economic  E  k  ■  Tobln'  a  rerent  «"«nl>er 
the  idea   Harvard's  fh„:L m5*  haf  Wr,m'n  «^«vely  earn* 

■"E^S^^  dividual  incentives  to  find 

i»K  Poverty,  Tl ^ XeSe  l^JSr!^  °!  *7*  ,"arkots  in  elimin«*- 

prise.  After  eaVeful  sVudv  X  RiZ  JUd-,?duaI  {"?  «™omic  enter- 
tive  Income  Tax  s  tl.I  T"  Noc1^  "Eludes  that  tha  Nega- 

natural  p™' tl ^^hff  »av  to  ^elerateTe 

poverty.  g  l    nicn  tne  American  economy  eliminate- 

vuhig  SnfnS  J  ^>tiVB  InC°me  Ta*  Pro- 

natural  ncrease  i„  fax  revon ftH?.  ?  *  r.  Tlus  ^presents  the 
omv.  This  iinmm  iSrSnil.   "     ?  >?™  £r«'*'«  of  our  econ- 

«>i!Hon  each  Ka,  ^httre^  in^^ve t <^iSin^ 

It  ADVANTAGES  OVER  PRE8RXT  PROGRAMS 

<Iom^alTtvtrd»  «  -centives,  fr~ 

The  Negative  hv^^^trU^T™"1*  PW««ate  poverty, 
rhc  poor  in  way  1 1, J t  JcnVnJl  !™nge  th,e  fmnomic  environment  of 
-reaSTincentivis  tXd  w  ^»PSmKPS  ^'f'.P.^emselves.  It  will 
on  bureaucratic  admit  isf  rators  oVn™  '  ,W"'rt*«W  dependence 
inate  the  use  of  Zrtvmll*  P  T/-  Pr/^rslmsi  and  it  will  elim- 
jt  will  reach  ma.^ou r  Zre£  nCn?  f^'  ^'^I-rta.rtly, 
»>>'  the  inefficient  and     uleo»a^nr?r  not  l*mZ  !u>IP^ 

these  ways  the  S^tixXS^T  W******™**  m  existence.  In  all 
•     poverty  proems         In<  °,n°  Fi,X  ,s  < »  P«^«»t  welfare  :l„d 

/♦  fncenttven 

4'3,2vss  ss?/  '"T'r**  ""iPi">,s  *■»«•<*■ 
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unchanged.  For  these  people  the  welfare  system  breaks  the  link  be- 
tween extra  effort  and  extra  income.  They  have  no  financial  incentive 
to  find  or  train  for  a  job.  ,    „  ...   4  . 

A  recent  account  of  the  problems  of  a  family  on  welfare  illustrates 
this.  Mrs.  Pressley  lives  in  Harlem  with  six  children. 

"That's  one  reason  why  I  went  to  work,"  Mrs.  Pressley  explained, 
"so  I  could  have  a  little  more  money  for  my  family.  It's  not  much  more, 
thought  and  it  doesn't  go  very  far  when  vou  add  up  the  car  fare  and 
cleaning  bills  as  such."  .    ,    ,  -  .. 

Before  she  went  to  work  in  July  as  a  part  time  neighborhood  aide 
for  the  Urban  League's  Open  City  program  that  promotes  housing 
desegregation,  Mrs.  Presslev  had  received  $184  twice  a  month  from 
the  Welfare  Department.  The  Department  now  deducts  her  weekly 
salary  ($30)  from  the  welfare  allowance  but  adds  employment  ex- 
penses (carfare,  lunch,  clothes,  cleaning  bills,  etc.)  so  thf.t  her  com- 
bined income  now  comes  to $203  tw ice  a  month.  *  * 

Mrs.  Presslev  said  that  in  the  past,  when  she  tried  to  work  while  on 
welfare,  things' did  not  go  smoothly.  "Once,  I  was  working,  and  I  told 
the  investigator  not  to  call  the  employer  and  that  I  would  show  him 
my  pay  receipt  as  proof.  He  railed  my  l>oss  to  check  and  I  was  tired 
the  same  day— manv  people  don't  want  clients  working  for  them. 

Mrs.  Pressley  has  the  will  to  work,  but  it  is  clear  that  she  is  not 
benefiting  from  it  financially,  (when  she  discovers  this,  she  mav  stop 
working)  It  is  also  dear  that  the  whole  atmosphere  of  welfare  admin- 
istration discourages  employment.  Under  the  Negative  Income  lax, 
everyone,  no  matter  how  small  his  earned  income,  can  keen  something 
extra  if  he  earns  something  extra.  Families  are  encouraged  to  move  up 
the  income  scale  and  out  of  poverty. 
Z.  Freedom 

The  Negative  Income  Tax  will  also  work  a  radical  and  constructive 
revolution  in  the  attitudes  of  the  poor  towards  their  own  life. 

The  philosophy  of  paternalism  pervading  our  welfare  system  does 
little  to  develop  the  confidence  of  the  poor  in  their  own  ability  to  direct 
their  lives.  The  recipient  of  public  assistance  stitfers  a  far  greater  de- 
gree of  public  control  over  his  everyday  affairs  than  the  rest  of  us:  he 
is  deprived  of  important  economic  and  political  freedom. 

Often,  the  welfare  recipient  feels  that  he  is  forced  to  accept  the 
advice  of  his  caseworker.  Professor  William  A.  Klein  notes  that  "wel- 
fare depart  incuts  have  verv  broad  discretion  in  awarding  aid  and  in 
varyi.ig  the  amount  to  meet  special  needs:  *  *  *  to  many  recipients 
the  caseworker  may  1*  the  embodiment  of  i>ower  and  authority; 
and  *  *  *  caseworkers  are  likely  to  be  convinced  that  the  services 
offered  are  ones  that  are  badly  needed.  In  addition,  the  welfare  re- 
cipient's failure  to  accept  services  might  induce  the  ease  worker  to  in- 
voke, or  threaten  to  invoke,  certain  statutory  provisions  that  the  re- 
cipient would  probably  find  highly  object  lonable."  ' 

This  policing  of  a  welfare  client's  life  extends  to  practices  that  are 
not  worthy  of  our  nation.  Various  detective  measures  to  uncover  possi- 
ble welfare  fraud  have  seriously  infringed  upon  the  privacy  of  wel- 
fare recipients.  Midnight  raids  by  caseworkers  hoping  to  find  female 
recipients  in  bed  with  noyfriends  or  husbands  are  not  uncommon.  The 
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a^ndtmtaiw  J Tuta"f  uSS<T^    '      "*  «"  »■«>  *»>-t  »«««  ,„y 
™"w»  w<-  nWTMM  Uk  «ppcM,i„„  „f  tb«  oofwUn, 

come  or  *h?  ^iT.',  i?"1""  by  his  TP  •cti<,n  "^er  his  in- 

,,o"a"s" m  i,<wr J* 

A  Equality 

P^ZTunTrZ  P*"/1*  heav]^  finan<-iaI  bu^en  on  those  de- 
(JZdiTFnr  r?     inequitable  difference  in  state  programs 

SZc's;;^"™ is    »^^."..'>«  Bits. 

-SMC?I2in,Ci  pr°ffress  in  8UC,»  "tt'»ns  of  our  nation  is  virtuillv  imno, 
sible  today  because  the  inhabitants  lark  the  iwm'lwMiiJ^K/JES* 

Ivhill  W?f     ^"ragenevv  industry  from  locating  i„  these  areas 

SSl  AW'  f  I-,,cwn*  Tlx  l»y»»wt«  »•»  <l»  little  immediately  to 
nm f  skill  level,  m  a  jK,verty  area,  they  will  generate  rwrfdmbfe 
muvhas,ng  power  I„  such  areas  1^,,,  (  #7„  m  fcc » SkT  rtS 
added  mcoine  «>.ch  will -far  from  a  Negative  Ineon  e  T  "i wi  nlo? 

I^ii*  X?  fOI<  'r"^/^  -Idition   'jo h:  Sa!  Va  ,d 

»n  ce  jo*  as  «el!  M  jol*  „,  |jK|lf  manufacturing  „  ill        u  >  once  a 
local  market  exist*  to  support  them.  1  1 
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4  Wtlfare  PoXtia 

In  the  northern  ghetto  where  welfare  has  become  a  way  of  life, 
entrenched  political  machines  perpetuate  their  existence  with  the  im- 
plied threat  of  withholding  the  essential  welfare  check.  Such  political 
rathnidatkm  is  a  disturbing  feature  of  present  public  assistance  pro- 
grams. This  happened  frequently  in  Chicago. 


Welfare  recipients  were  exceedingly  reluctant  to  serve  as  poll- 
watchers  or  otherwise  publicly  identify  themselves  with  anti-organiza- 
tion candidates  for  fear  that  they  would  lose  their  welfare.  The  mere 
foot  that  a  welfare  recipient  feels  vulnerable  to  the  withdrawal  of  his 
benefits  often  suffices  to  keep  him  politically  passive. 

Abuses  and  intimidation  are  not  practiced  solely  in  the  ghetto;  in 
many  areas  of  the  South,  Negroes  have  been  denied  benefits  for  which 
they  are  clearly  eligible.  Often  unaware  of  their  rights  and  lacking 
access  to  legal  assistance,  the  unsuccessful  applicant  can  do  little  to 
resist  this  discrimination.  The  NAACP  Legal  Defense  and  Educa- 
tional Fund  has  documented  some  of  the  glaring  injustices: 

In  Grady  County.  Georgia,  three  Negro  mothers,  all  with  young  children  and 
no  means  of  support,  reported  that  the  Welfare  Department  had  refused  In  early 
Jul*  of  1905  even  to  consider  their  applications  for  Aid  to  the  Families  of  De- 
pendent Children.  All  were  told  that  "seasonal  employment  waa  available  In  the 
fields  until  October  and  that  no  applications  would  be  accepted  until  the  fall- 

Another  mother  who  bad  been  receiving  assistance  since  the  preceding  Octo- 
tober  hsu  her  benefits  terminated  in  May.  She  was  told  that  'full-time  «*«>nal 
work"  was  available.  Further,  her  12-year-old  twins  should  work  In  the  fields 
until  October"  when  benefits  might  again  be  granted. 

In  Grady  County,  only  Negro  women  and  their  children  are  quired  to  work 
in  the  fields  during  the  growing  season  and  denied  benefits  from  May  to  <>ctober. 
FlcJd  work  w  not  considered  "suitable"  for  whit?  women  and  children  receding 
benefits  under  Aid  to  Families  of  Dependent  Children. 

Southern  poverty,  however,  is  by  no  means  confined  to  Negroes. 
Since  the  Civil  War,  severe  poverty  has  characterized  the  large  mass 
of  the  southern  population,  Negro  .and  white,  ami  lias  aggravated 
racial  animosities.  Uneducated  poor  whites  have  regarded  tlie  freed 
Negro  as  a  threat  to  their  already  meager  economic  circiunstaiiees.  I  et 
in  every  state  except  Louisiana,  Mississippi,  and  South  Carolina  there 
are  more  white  than  Negro  families  (in  absolute  mnni»ers.  not  per- 
centages) with  annual  income  under  $2,<MH>. 

The  Negative  Income  Tax,  nationally  and  impartially  administered, 
will  not  be  a  tool  in  the  hands  of  machine  politicians  or  white  suprem- 
acists. It  will  meet  the  needs  of  poor  people  of  all  rare>.  in  every  part 
of  our  country. 
f>.  Efficiency 

The  United  States  has  committed  itself  to  sj>end  substantial  sums 
to  raise  the  living  standards  of  the  poor.  Agricultural  price  mainte- 
nance, public  bousing,  and  the  War  on  Poverty  represent  only  a  few 
of  the  major  programs  in  this  area.  We  can  cither  establish  govern- 
ment bureaucracies  to  spend  this  money,  or  give  it  directly  to  the 
poor,  letting  each  family  allocate  its  share  to  shelter,  Jothnig,  foot!, 
or  education  according  to  its  own  needs  and  wants.  The  Ripon  >ocietv 
believes,  in  the  Republican  tradition,  that  individuals  can  usually 
make  more  efficient  economic  decisions  than  any  government  agency. 
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If  a  family  renovates  its  home,  it  will  try  to  get  the  best  work  for  the 
lowest  price  simply  as  a  matter  of  self- interest,  A  government  agency 
building  &  housing  project  cannot  achieve  the  same  standards  of  per- 
sonal inspection  except  at  enormous  cost. 

Our  present  welfare  system  is  itself  riddled  with  paper  work  and 
consumes  great  amounts  of  valuable  time  in  making  decisions  that 
would  be  automatic  under  a  Negative  Income  Tax.  Instead  of  counsel- 
ing the  poor,  welfare  workers  have  to  police  their  conduct  and  scruti- 
nize their  assets. 

Testified  a  woman  caseworker  from  Harlem: 

T**J,ro*,u,n  »«ked  me  for  three  sheets.  I  hud  to  visit  tbe  borne  and  inanect 
the  bed^tetermln*  bow  many  n~d  the  bed.  Wei*  tbe/tSllyTfn?  If  I  rave 
°™  *i*V"  *ix  month*  *go.  why  were  they  needed  today?  Go  over  tbe  record* 
!f£  T?f         ^J*1***  d,dn  t  the  family  clothing  UmlL  Woukh?t 

'     $L*£?!?  I  Kot  the  sheet,  I  bad  dealt  with  The  unit  «Sr 

vlaor,  tbe  raw  supervisor,  and  the  senior  case  supervisor. 

The  Negative  Income  Tax  is  a  self-liquidating  program.  As  the 
number  of  low-income  families  decrease,  the  payments  automatically 
tiiminish,  and  there  is  no  bureaucracy  to  look  for  new  excuses  to  keep 
up  the  appropriations.  The  time  of  caseworkers  and  supervisors 
represents  a  valuable  social  resource  which  is  presently  being  wasted 
in  policing  and  pafwrwork.  Freed  from  the  responsibilities  ofhandimr 
out  money,  social  workers  could  provide  counseling  services  much 
needed  by  all  parts  of  the  society. 

G-  Adequacy 

FlViln  i[th°  f>rrsenf  "^Ifare  system  were  to  correct  its  deficiencies 
on  the  above  points,  one  overriding  fault  would  remain:  present, 
programs  do  not  make  payments  to  many  of  our  poorest  citizens.  The 
payments  we  do  make  are  often  so  inadequate  that  they  create  only 

t^^nS^r**- As  ,,,e  RnK,rt  °f  the  " 

Sirinfapfl«fme?t/ar  M,:w  the  determined  poverfv SgurTof  S<55 

fora  family  of  tout,  or  $tjm  for  »n  adult  living  alone  ' 

forTn  «SmSLTU"?  «M,v,I,"»f-  .in<'luoHiK'  vendor  payments,  for  medical  care, 
tZ  ?  J2L       ,Ar^"v  a  month,  or  $030.60  a  year 

&i%^U^  "r  $^"  40  •         *      •  c/fouV. 

rJ?llIInt^l^fl^nVe^^^P^',Vi^,e^,  ,,tt,<,  n,ore  tha"  ha,f  tb*  "mount  admittedly 
^    V    i  luy  tor  i»  some  Urn -income  .states,  it  is  le£ 

ban  a  uuar  er  of  that  amount  The  low  public  assistance  payments  rontrlbute 
to  the  perpetuation  of  poverty  and  deprivation  that  e^enTl^JtTfutu^Xri 

^^.i^Ki'LpUb,k,  nssist?nw  "H-'Nents  are  too  old.  hlind.  <  hro„frallv  ill  or  severely 
inSrf.'  °»r  T  ™'her*  wf  M,,aU  <,hild^-  «'«■  nre  children  too  young  to  add  Jul 
!& KSSa,,,V  WfflMit-  "«  "  tM»  «""*  -ftboufd'euue. 

Even  a  small  rise  in  income  from  bare  subsistence  improves  the 
morale  of the  poor,  releases  enormous  energies  toward  self  improve 
nient  and  increase*  the  chances  that  their  children  will  break  out  of 
the  poverty  cycle.  Under  the  N'egaf  ive  Income  Tax  every  penny  spent 
SiJ  P°J°  fI,tp?x>r  ""^'y-  We  e*,>eet  that  this  mbdest increase  in 
standards  of  living  together  with  the  incentives  de-scribed  above  will 
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lead  to  much  greater  participation  of  the  poor  in  the  economic  life  of 
the  country, 

A  Urge  number  of  people  not  presently  receiving  public  assistance 

?iyments  will  obtain  benefits  under  the  Negative  income  Tax  plan, 
et,  only  the  moat  obtuse  Social  Darwinian  could  argue  that  hunger 
ami  privation  do  much  to  make  the  indigent  a  more  productive  part 
of  society.  When  people  sink  into  the  despair  of  our  poverty  pocket?, 
whipped  by  the  lash  of  hunger,  living  in  rat  infested  tenements  or 
tarpaper  shanties,  and  seeing  their  children  without  shoes,  the  erosion 
of  their  morale  does  far  more  to  sap  their  incentive  to  work  than  would 
the  receipt  of  governmental  assistance-  Any  program  to  encourage 
individual  initiative  must  recognize  that  a  certain  minimal  level  of 
security  is  necessary  for  anyone  to  become  a  productive  part  of  99- 
cicty~to  acquire  the  skills  or  take  the  chances  which  enable  him  to 
become  an  economic  and  social  asset.  Present  programs  are  inadequate 
in  combattingpoverty  because  they  fail  to  provide  security  to  all  those 
who  need  it  Tne  Negative  Income  Tax  has  the  peat  merit  of  provid- 
ing the  element  of  stabHitv  that  is  essential  if  the  poor  are  to  partici- 
pate in  the  economic  life  or  the  country. 

III.  ANSWERS  TOH  THE  CRITICS 

1.  "Won't  a  man  working  full  time  for  $3,500  a  year  resent  someone 
else  who  is  getting  $2,000  for  doing  nothing !" 

Since  the  Negative  Income  Tax  Plan  applies  to  everyone  whose 
income  falls  below  the  standard,  the  $3,uOO  man  will  himself  be  get- 
ting some  payment.  If  the  hypothetical  worker  with  the  $3,500  really 
covets  the  status  of  his  neighbor,  he  has  the  option  of  quitting  his  job; 
but  he  must  accept  a  lower  income,  and  consequently  a  lower  standard 
of  living.  The  incidence  of  resentment  will  actually  be  reduced  by  a 
Negative  Income  Tax.  Today,  because  of  administrative,  regional,  and 
racial  inequalities,  identical  families  receive  unequal  benefits. 

2.  "Won't  many  people  just  stop  working  ?" 

The  question  is  suggested  by  the  operation  of  present  welfare  pro- 
grams,  which  provide  no  incentive  to  work.  People  work  for  the  things 
they  can  buy  with  extra  income* 

As  we  have  seen,  the  Negative  Income  Tax  reinforces  this  positive 
incentive  to  work  by  enabling  people  to  receive  the  fruits  of  their  !al>or. 
We  must  realiaically  note  that  the  choice  for  the  poor  is  not  always 
between  heftiest  work  and  starvation — crime  offers  an  opportunity  for 
an  adequate  income.  The  Negative  Income  Tax  will  provide  many  of 
these  people  with  the  margin  they  need  to  resist  the  temptation  of  a 
life  of  crime. 

Certainly,  a  few  people  will  choose  not  to  work  even  at  the  very  low 
standards  of  living  provided  by  the  Negative  Income  Tax  ($750  a 
vear  for  a  stogie  person  according  to  the  plan  suggest cd  below). 
iBut  many  citizens  in  fact  can  use  this  opportunity  in  ways  that  will 
benefit  themselves  and  society  :  artists,  writers  and  students  would  he 
given  a  chance  to  have  their  time  to  themselves  if  they  were  willing  to 
accept  very  low  incomes*  In  any  case*  we  can  always  influence  the 
numoer  of  people  who  will  choose  leisure  by  altering  the  tax  rate. 

3.  *If  we  pay  some  people  for  not  working  at  all,  two  very  different 
ways  of  life  will  grow  up  in  America,  Ien^.mg  to  class  conflict." 
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vUl?  V  ktter  description  of  the  present  situation  than  of  the 
23PIT  •/ly°n,e  Taf*  P°°r  fwni,y  *  America  has  no  hope  of  co£ 
comp  letely  controlled  by  government  administrators.  If  iVisscra^hhEJ 

which  lTJj^y  t0  d,ay'  V]v*ll\*™t  uncertainty  andiCri^ 
rhlln  fua"y  Plans  for  the  future  or  for  a  litter  life  for  its 
fmm?!?'  Li  resu:t  15  *  fl^f  ,n«  separation  of  the  affluent  middle  class 
from  the  poor  not  only  .n  income,  but  especially  in  attitudes  toward 
life,  rhe  poor  cnnnot  hope  for  the  security  and  regularity  of  life 

is  S^fPnTh'  mr0?ne  beCOme8  ,,ar«cr  ■«  th*  tim*>  »nd  this  barrier 
is  heightened  by  minimum  wage  laws  and  the  disincentive  features 

clothbrsKr  oTt^6  ChiT  V\°  rwi"P  *ithout 
nnIh«nXegflt,Ve,  InrTc  Tax  wiH  a»eviate  the  insecurity  of  the  poor 

men?S  Siby  PXi?u  mR  thc?  featu"*  of  middle  diss  environ- 
Sy  closer  P°°r  the  NegaHve  Int0ine  Tft*  wiH  knit  the 

.Those  who  have  experienced  middle  class  ways  of  life  and  rejected 
them  are  most  ikely  to  be  the  "drop  out."  under  this  plan  Fo?th£e 

S  lrhC  ?n>b,em  'S       '°  incentives  by  threatening 

«  th  starvation,  since  they  are  often  tvell  able  to  earn  irood  incomes 
i  *2 w  St  f  hem  ,lffSlin  f  he  societ3r-  incomes, 
4.  'We  already  have  too  many  enormous  Federal  proirrans  inter- 

The  Negative  Income  Tax  will  „hift  decisions  from  the  Federal 
SZSSil  'I'  m<1V,dUak  !&  f™"«  «<*•»  resourceTnow TfevoSed  to 
ESltHir,n,i  Y!/are  P"*™"*  Native  Income  Tax 
will  enable  the  cities  and  states  to  devote  their  energies  to  education, 
the  improvement  of  the  environment,  and  the  curtailment  of  crime 

T^S^^i^n^  ''riferia  fhaf  i*'™'™1  f"  the  N«*ativ*  Income 
lax  vvstem  should  insure  against  an  accretion  of  power  in  the  hands 

JJltf  ^^InSSt,  ■«*»■  initiative  in  devising  structural 
hy  the  adoption  of  t  Negative  Income  Tax  system.  Under  the  ffrant- 

today  state  and  oral  governments  often  have  ittJe  room  for  pol£v 
in t  ative.  Instead  they  find  themselves  forced  to  tailor  their  weTfari 
IHihcie? i  to  maximize  the  matching  federal  grant* 

The  Negative  Income  Tax  system  would  not  pressure  state  and  local 
^ermnems  to  follow  any  single  path  in  providing  for  be  E 
o  I  tl  e.r  citizens.  Ass.m  ,»at  their  citizens  would  have  at  least  a  IT 
sistenre  level  income,  these  governments  wo„ld  have  more  room  for 
n  Ii^n7;!;!  exl*.r»,,enl  in  providing  services  which  encourage  their 
indigent  citizens  to  l>ecmne  more  constructive  members  of  society 
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The  criticism  of  over-central ixmt ion  is  actually  more  valid  for  pro* 
posed  alternatives  to  the  Negative  Income  Tax,  For  instance,  the  sug- 
gestion that  the  government  become  the  employer  of  last  resort  would 
ahift  control  of  enormous  resources  into  the  public  sector  increasing 
even  further  the  sphere  of  federal  decision  making  in  the  economy. 

5.  "Won't  the  money  be  spent  on  liquor,  drugs  and  fancy  clothes?'1 
Moet  of  it  will  go  into  housing  improvements,  into  schoolbooks  and 

home  study  space,  into  privacy  and  food  and  shoes.  This  is  the  way 
most  people  of  all  incomes  spend  their  money.  As  with  the  earned 
incomes  of  the  middle  class,  some  of  this  money  will  be  used  for  drugs 
and  Honor  and  will  reduce  pressures  on  addicts  and  alcoholics  to  sup- 
wt  tneir  habits  through  crime.  If  making  several  hundred  drug 
edicts  more  comfortable  is  the  prifce  of  giving  shoes  to  millions  of 
schoolchildren,  why  not  pay  it  ? 

6,  "Isn't  it  'wrong*  to  pay  people  for  not  working?" 

The  deepest-felt  objection  to  the  adoption  of  a  Negative  Income  Tax 
plan  or  any  proposal  for  insuring  a  minimum  floor  under  all  family 
income  is  essentially  an  emotional  one.  The  idea  of  "paying  someone 
for  doing*  nothing"  runs  against  the  Puritan  Ethic.  In  fact,  the  notion 
of  "the  undeserving  jpNOor"  leads  many  Americans  to  associate  poverty 
with  shiftlessness,  laziness,  and  other  character  debilities.  A  somewhat 
more  sophisticated  version  of  this  attitude  recognizes  that  poor  chil- 
dren are  not  to  be  blamed  for  their  plight  but  regards  their  parents 
as  undeserving  of  sympathy.  Consequently  many  will  advocate  large 
expenditures  to  educate  the  children  of  the  poor  but  will  oppose  sug- 
gestions that  these  families  l>e  git  en  some  form  of  income  supplement. 

This  view  ignores  the  fact  that  poverty  in  America  is  to  a  large  ex- 
tent an  inherited  malady.  The  poor  adults  of  today,  more  often  than 
not,  were  the  children  of  the  poor  of  a  generation  ago.  Growing  up  in 
aa  environment  which  discouraged  personal  advancement,  most  of 
our  poor  either  left  school  early  or  merely  went  through  the  motions 
white  attending  school.  Lacking  necessary  job  skills,  they  have  become 
accustomed  to  failure.  Their  despair  in  finding  satisfactory  employ- 
ment has  been  compounded  by  tne  frustration  born  of  economic  de- 
privation. 

The  effects  of  this  despair  upon  the  family  life  of  our  poor  have  been 
devastating.  Daniel  Moynihan  has  documented  the  critical  deterio- 
ration of  die  Negro  family  in  his  controversial  report.  The  Negro 
Family:  The  Case  for  National  Action.  The  family  instability  among 
the  urban  Negro  poor  has  seriously  complicated  our  task  of  providing 
adequate  education  and  citizenship  training  in  the  ghetto.  Still  the 
major  socializing  institution  in  our  society,  the  family,  is  the  source 
of  most  of  a  child's  values.  The  child  who  grows  up  in  a  broken  home 
in  an  urban  ghetto  today  is  likely  to  receive  little  more  than  a  sense 
of  helplessness  from  his  family  situation.  Though  living  in  a  poverty- 
stricken  environment,  he  is  exposed  to  the  blandishments  of  advertise- 
ments urging  him  to  consume.  The  poor  youth  in  the  city,  larking  the 
mean*  to  share  m  the  affluent  life  to  which  he  i>  exjw^rd,  um\  turn  sul- 
leu  and  silent  or  hurst  out  in  antisocial  displays  of  aiitfi-r  and  violence. 

Society  must  accept  the  responsibility  of  assisting  those  whose 
major  reason  for  not  finding  a  job  is  the  accident  of  their  birth  and 
upbringing. 
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ir.AwouuBLBnuur 

inTfc  of  the  Negntire  Inc***  TW  aw  best  demonstrated 

ZSZLZT^ZLl*  *  co?cl*t?  Piw»-  The  one  presented  below  doeTnot 
porport  to  meet  all  administrative,  technical  or  legal  problem?  but 
it  does  provide  a  framework  for  implementing  theXcept  ' 
/.  Cost 

.  J^P3S»°LdiX~  U" A"1™"*'"""  for  computing 

For  each  adult   ^ 

For  the  first  child...  fl,  500 

For  the  second  child  -II"""™   "   J'jW 

Fbr  the  third  child-..      L00O 

For  the  fourth  child—     600 

For  other  children.   "   400 

Limit  for  any  family    „  0 

rru'  i     ,    ~   

Cnm^J-?nirePTen^  a  1T!isonable  uPf*'  Hmit  to  the  standard  in- 

Our  plan  includes  a  |<tax  rate"  of  50  percent.  This  means  that  the 

223*  °/i^°Ur  Mi?,d  **eive  $2'750  if  *  »™»  no  oSTncome  A 
single  adult  would  receive  $750.  The  incentive  to  supplement  these 
raimmums  will  be  substantial,  since  a  50  percent  tS^S^StSTl 

IZ  L^  if  °f  anytlf ing  if  earns-  T«bl«S  indicates  ?he  Son- 
snip  between  earnings  and  total  income  for  a  family  of  four. 

Table  2 

1Mb::::..  i;SS 

i,5W.'...  *»0  7,250  JM0 

!,<W   *«X  2.000  3  SO0 

}g   jooo  ;.  sop  ?o» 

M  i:g  t-SS 

0  o  5,500 

T«"  lncom  '«  »  tw*r  *  «       2  cfBMrtfl;  "mnfc.d  mm"  equls  J5.500 

The  difference  for  a  family  lietween  its  present  income  and  the  stands 
ard  is  called  the  -dtficjT  for  that  family.  I„  !<>';;,  the  *,m  of the** 
deficits  for  American  families  was  $20  Million,   .'his  figure  fm-K 

in 1  addition  tlie  Federal  Government  m  M  m -men-hat  less  th  in  Si 

nnSSTiMo  1 »»  15  ,n         ,0,i" "''  T»"  * 

*U  billion  (M0  billion  representing  60  percent  of  the  total  deficit  plus 
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$1  billion  representing  the  loss  of  tax  revenues).  Of  this  $10  billion  in 
direct  payments  about  80  percent  will  go  to  families  with  children. 
Iff  welfare  payments  are  not  included  as  income  but  are  counted  as  part 
payment  of  the  Negative  Income  Tax,  the  total  cost  will  I*  $M.3 
billion  (half  of  $25  billion  plus  $1  billion  in  lost  revenue).  We  expect, 
of  course,  that  much  federally  sponsored  welfare  assistance  will  l>e 
phased  out  as  the  Negative  Income  Tax  comes  into  operation, 

J.  Legal  Details 

A.  Definition  of  income, — Certain  receipts  not  counted  as  income  for 
tax  purposes  must  be  included  as  income  in  claiming  si  Negative  Tax 
payment.  Scholarships,  gifts,  transfers  lietween  members  of  a  family, 
alimony,  interest  on  tax:free  securities  and  realized  capital  gains  are 
the  most  important  items  in  this  category. 

Welfare  payments  which  can  l>e  continued  at  the  l>eginning  of  the 
Negative  Income  Tax  should  not  l>e  counted  as  income  for  Negative 
Income  Tax  purposes,  but  as  partial  payment  of  Negative  Income 
taxes,  if  they  are  financed  by  the  Federal  government.  State  welfare 
payments  should  not  l>e  counted  as  income,  or  as  partial  payment,  to 
avoid  diseou raging  states  from  providing  welfare  for  special  hard- 
ship cases.  Programs  designed  by  the  Federal  government  to  help  spe- 
cifically emotionally  and  physically  disabled  persons  should  also  be 
supplemental  to  the  Negative  Income  Tax. 

B.  Deduction*.— Deductions  from  income  must  Ih1  severely  limited 
for  negative  tax  recipients.  Deductions  of  business  expenses  and  in  fact 
all  employment-related  expenses  will  increase  incentives  to  employ 
meat.  In  the  absence  of  comprehensive  medical  insurance  coverage 
some  allowance  is  necessary  for  unusually  large  medical  expenses.  (If 
tuition  to  college  were  granted  as  a  deduction,  the  Negative  Income 
Tax  could  provide  an  automatic  scholarship  for  everyone  who  lias  the 
will  and  alrility  to  go  to  college.  This,  of  course,  would  raise  the  ••cist 
substantially.) 

(X  Positive  tax  liability. — Those  eligible  for  Negative  Income  Tax 
payment*  will  not.  l>e  liable  for  ordinary  income  faxes.  Tinier  the 
present  exemption  and  deduction  system  this  will  result  in  a  fail  in 
after-tax  income  if  a  family \s  income  rises  above  the  >tandard  in  some 
.  cases.  This  effect  may  not  be  too  serious  but  a  simple  way  to  eliminate 
it  is  to  increase  exemptions  and  .standard  deduction-  in  the  regular 
income  tax  to  conform  to  the  standards  of  the  Negative  Income  Tux 
and  raise  lower  bracket  rates  slightly  to  keep  total  lower  bracket  tax 
payments  constant.  This  method  eliminate*  the  disincentive  to  move 
above  the  standard  income  and  does  not  change  the  lax  burden  on 
families  just  above  the  standard. 

D,  Eligibility. — The  l>asie  principle  of  the  Negative  Income  Tax  is 
it*  universal  applicability.  Since  our  Social  Sectiriiy  -yMem  is  designed 
to  maintain  adequate  income  for  older  citizens.  we  recommend  that 
jiersons  over  0."»  Ineligible  for  Negative  Im<im«-Tax  p  i  vmeufs  only if 
thev  are  not  adequrvely  entered  by  Social  Se<  urify.  The  -:imc  reason- 
ing applies  to  recipients  of  veteran-4  pension-  and  -miliar  govern- 
mental transfers. 

Otherwise,  every  American  who  is  either  over  is  or  the  head  of  a 
family  should  l>e  eligible  for  Negative  Income  Tax.  There  will  I*  no 
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incentives  for  rich  families  to  lire  apart  as  a  way  of  increasing  total 
family  income  since  mtra-family  transfers  will  bl  countedS"ncome 
It  may  be  desirable  to  allow  families  that  wish  to  keep  their  ch'Mren 

jffitrr*6  their  8upport  for 

of^S8*!!!6  \nc°? e  Tax  is  intend«l  to  supplement  the  incomes 
21321  V  W,e  lho  h,ave  «ub8?«>tml  'assets  but  low  incomes  Elt 
gib.litv  should  I*  denied,  to  families  or  individuals  who  owTmore 
than,  For  example,  $3,000  m  liquid  assets,  or  $10,000  in  total  assets  no! 
counting  owner-occupied  homes.  These  limits  n  ay  also  be 'tiedto  the 
standa^  income  formuUs.  They  will  prevent  the  worst  cases of  ab,£ 
of  the  Negative  Income  Tax.  v 

F.  Size  of  Income.-  -Certain  businessmen  with  substantial  borrowing 
power  sometimes  have  negative  incomes  in  certain  m„  To  prone 

ntldr  <mnrh°  Trt>aSUr>'  !lw  ""nin'«m  ^t-rlaile^ncon  e 
for  >cgatIVe  Income  Tax  purposes  should  lie  zero.  The  small  size  of 

he  payments  even  at  zero  income  will  discourage  most  iieople  from 
SveTaf.    ^  tmiD*  °f  t!>eir  iU,0meS  f°  lake  ^fiU^ofZ 

ilf;nP  n^lhvc  fa£  r^«l  hunt*  may  be  set  to  the  percentage  of 
total  income  a  Negative  Tax  recipient  may  lie  forced  to  pay  as  interest 

SLKSTf  °5  •  Th,S  wiU  f>rOVide  a  kind  "f  ^'m^ankrup^y 
protection  for  the  recipient.  "r"J 

3.  Administration 

One  of  the  fundamental  simplicities  of  the  Negative  Income  Tax  is 
he  ease  with  which  the  urogram  can  he  administered   "r "  it  e^b 
lishing  an  add.t.onal  welfare  bureaucracy.  An  indiv  dua 1  or  faroUv 
which  expects  ,tS  income  to  fall  below  the 'standard  in  a  future  3 
5rl£  fe*?*ltlw  '"^J™  Wmenf a  from  the  Internal  ReVenue 

year,  Negatne  Tax  recipients  will  file  returns  showing  their  actual 
mcome  ,n  the  year.  Any  discrepancy  lietween  the  actual  Negative  Tax 
paynients  and  what  a  family  was  entitled  to  -an  be  made  up  by  a  lump 
stun  refund  or  tax  payment  or,  if  the  payment  is  large,  by  a  tax  pa" 
tnent  spread  over  several  months.  1  - 

To  minimize  the  variation  in  tax  payments  employed,  Negative  Tax 
rec.mi.nts  should  have  tax  withheld  at  the  souree*like  other  employees 
Jl  «  ™  St"*  to^  r.^ith  assistance  ,n  filling  out  forms  and  modern 
data-processmg,  will  simplify  the  administrative  problems  in  S 
ing  tax  payments  to  income.  ' 
4.  Fraud 

U#?.r,n  f  H,y  Wel]  °tt  I>0OI)le  who  b*v  mme  ,e*l!  «n  meet  the 

ton this  is  small  because  the  payments  are  small.  The  chances  of  its 
fenmgean  I*  reduced  by  making  the  definition  of  (  "  f  f 
Nepf:veTaxDurposes  as  broad  as  possible. 

Jf  ie-n  CU'ty  Wi"  ^  misreP<>rting  of  income  by  iioor  tieople  to 
avoid  the  o0  percent  marginal  reduction  in  Negative  Tax  pavXts for 
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geauity  to  fake  a  consistent  series  of  fraudulent  tax  returns.  In  ex- 
change for  the  Negative  Tax  privilege,  people  may  also  be  required  to 
provide  information  on  returns,  such  as  reports  of  purchases  of  durable 
goods,  which  will  facilitate  detection  of  fraud  by  computers*  The  most 
important  point  is  that  the  Negative  Income  Tax  criteria  are  simple 
and  equitable,  while  present  welfare  regulations  involve  a  hyzantme 
code  of  behavior.  The  combination  of  deterrence  and  resj>ect  for  a  good 
law  will  help  to  reduce  fraud  to  a  low  level 

5.  Oradwd  EnactmeiU 

The  Negative  Income  Tax  represents  a  substantial  though  not  revo- 
lutionary change  in  our  economic  environment.  For  this  reason  it  is  de- 
sirable to  watcn  the  effects  of  it  develop  slowly  and  to  pain  ex|>erieiice 
in  the  problems  it  raises  one  by  one.  The  Negative  Income  Tax  should 
be  introduced  gradually  by  starting  with  a  low  tax  rate,  say  10  percent, 
and  raising  it  year  by  year  to  the  target  of  50  percent.  The  first  year 
this  will  cost  about  $3  billion  f  10  peivent  of  $20  billion  plus  $1  billion 
in  lost  revenues)  which  itself  is  a  modest  but  important  contribution 
to  the  welfare  of  the  poor.  If,  as  the  tax  rate  rises,  significant  bad  ef- 
fects become  apparent,  the  program  can  be  halted  or  reversed  smoothly. 

The  Ripon  ^xriety  notes  that  the  Negative  Income  Tax  with  a  10 
percent  tax  rate  can  l>e  instituted  immediately  with  provision  for  an 
automatic  rise  of  10  percent  in  the  tftx  rate  each  succeeding  year.  If  the 
end  of  the  war  in  Vietnam  provides  an  opportunity,  we  ran  raise  the 
rate  by  more  than  10  fwreent  in  that  year.  This  is  u  jwnverful  anti- 
recession weapon,  especially  since  Negative  Income  Tax  payments  go 
to  those  whose  propensity  to  consume  is  very  high. 

Each  year  until  the  fifth  after  the  adoption  of  the  program,  it  will 
cost  about $2  billion  more.  The  natural  growth  of  fax  revenues  is  about 
$5  billion  a  year,  so  that  the  Negative  Income  Tax  can  In*  initiated  easily 
without  any  increase  in  positive  tax  rates.  This  is  true  even  if  the  war 
in  Vietnam  continues, 

V.  THE  POLITICAL  CHALLENGE 

We  cannot  tolerate  the  low  incomes  of  the  poor.  Misery  affronts  our 
consciences*  Ugliness  afflicts  neighl>orhoods  drained  of  money  and 
parked  with  l>eople.  Insecurity  and  discrimination  drive  their  victims 
to  a  guerrilla  aa-on  against  the  majority  who  have  made  if  or  have 
it  made, 

"Massive  frontal  attacks*'  on  (>eripheral  i»ues  like-  schooling  for 
four-years-olds  do  not  raise  incomes  or  make  anyone  more  secure.  The 
government's1  joh  corjw  programs,  stiM  itnte*i  for  oiHhe-job  train- 
ing, have  helped  a  very  few  at  enormous  cost  \w\\-  not  .haiitred  fhe 
economic  environment  of  the  mass. 

Direct  transfer  programs  like  welfare  rain*  income*  hut  destroy 
incentive  and  erode  self  reliance.  The  |x»or  pay  for  the  ^ivnrity  of 
subsistence  incomes  hy  giving  tip  their  right  to  Inn  \\  \r.tt  i  hey  want  or 
to  earn  more  liy  their  |>ersonal  effort.  Welfare  threatens  ttt  U^mic  $ 
cheap  for.m  of  institutionalization  for  |>eopIe  with  a  proMem:  like 
many  institutions,  it  tends  to  strengthen  the  proMem  lather  than  the 
person. 
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If  we  want  to  see  an  improvement  in  housing  and  a  reduction  in 
crime,  we  must  put  more  money  into  poor  neighborhoods  and  regions. 
If  we  want  to  see  that  money  spent  efficiently  to  help  people,  we  can 
do  no  better  than  to  let  them  spend  it  themselves. 

Eighteen  years  ago  Senator  Robert  Taft  said : 

I  beliere  that  the  American  i>eopie  feel  that  with  the  nigh  production  of  w  hich 
we  are  now  capable,  there  is  enough  left  orer  to  prevent  extreme  hard- 
subsiMcncc,  education,  medical  care  and  bousing,  to  give  to  all  a  minimum  stand- 
ard of  decent  ilring.  and  to  nil  children  a  fair  opportunity  to  get  a  start  in  life. 

The  Ripon  Society  believes  that  the  adoption  of  the  .Negative  In* 
come  Tax  will  prove  the  most  viable  means  of  implementing  this  con- 
cept; it  will  i)e  a  great  Republican  initiative  comparable  to  the  Home- 
stead Act  and  the  Thirteenth,  Fourteenth,  and  Fifteenth  Amendments. 
No  other  program  to  fight  poverty  can  also  strengthen  free  markets  and 
reduce  Federal  intervention  in  the  economy. 

In  five  years  our  economy  will  be  producing  a  thousand  billion 
dollars  worth  of  goods  each  year.  We  propose  to  give  one  percent  to 
those  who  so  far  have  been  left  out.  The  richest  mition  in  history 
should  do  no  less. 


IKCOME  MAINTENANCE;    THE  NATIONAL  URBAN  LEAGUE  POSITION 


We  believe  the  time  has  come  to  bunch  a  concerted  national  effort  to  deal, 
once  and  (or  aB,  with  the  question  of  poverty  in  this  country. 

To  continue  to  allow  23  million  people  to  remain  below  the  official  poverty 
level  is  a  terrible  indictment  of  the  nation  and  mocks  the  very  principles  upon 
which  this  country  was  founded. 

To  these  23  million  people  we  pledge  our  commitment  to  the  development 
of  a  national  system  of  income  maintenance  which  will  insure  that  every 
American  has  access  to  the  goods  and  services  necessary  to  sustaining  life  at  an 
adequate  level. 

Toward  this  end,  the  National  Urban  League  is  proposing  major  overhaul 
of  the  country's  entire  income  maintenance  system.  Although  piecemeal  changes 
and  improvements  have  been  made,  and  e*n  lie  made,  there  is  a  clear  need  for 
reform  of  the  entire  system. 

The  National  Urban  League  s  Board  of  Trustees  has  adopted  a  basic  position 
on  income  maintenance.  Of  all  the  various  alternatives  to  thr  present  system, 
we  believe  that  the  one  which  best  fulfills  tbr  goals  of  die  nation  is  the  uni- 
versal refundable  credit  income  tax,  detailed  tn  this  paper 

We  believe  that  placing  a  floor  under  all  mcomes  by  means  of  a  universal 
refund*!  4e  credit  iueume  tax,  comhunxl  with  a  full  employment  policy  and 
national  health  insurance  is  the  l>est  approach  to  preventing  and  eradicating 
poverty. 

We,  therefore^  offer  this  paper  on  the  uwtcrtal  refundable  credit  income 
tax  to  the  nation's  leaders  and  call  on  individuals,  groups  and  organizations  to 
join  us  in  developing  an  informed  constituency  which  will  insist  that  the  pre  *nt 
moment  will  mark  the  time  when  the  nation  willed  that  M  nullum  of  its  citizens 
would  no  longer  live  in  poverty.        ^  ,  _ 


D<>«ald  MvCannon.  President 
National  IVImh  league 


July  IS.  W75 


Vgaao*  E.  Joan**.  J*..  Executrnf Director 
NatiiNial  Urban  l^'ogiu- 


Reproduced  with  the  permission  of  the  National  Urban 
League  •  1975. 
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^  V  "  "■'f'"1"",  >>%,>»"  "MH««u,kv  l,n„,Ms  il.ar.  Al 

a  Immc        o  ,,«<.vs.,fv  g,„„K  a„d  M.mtv%  u ,M|  Ui 

of  program*  wtmh  u<  • 
l'oorly  coordinated  with  urn  another, 

I.K-quitaM,-  ...  afford,.*  Utter  tm,ra#  .,,,,1  |„«|M.,  (*,„ „.s  tot  *»„„  •;„,.,„> 
a.Kl  g^anl.H  an  as  than  for  „tlK,>  .„  ,|«-  same  M„nn.n«  , ,r*  „,„m.„uvs 
Socially  and  polltKally  divan.-  ,„  ,hat  ,|M.y  s,w,%tU.  .„„,  st(W„.,f(/,.  <  ,,,,,„ 
groups  of  recijmntv 

Tacitly  counter  |»oductiv,  to  work  inecnfiws  .„.<!  »..nia|,  stabile 
*  oinple*.  ...<  Hh  ,.  nt,  .,..,1  <^>tlv  mi  tl.,.r  ad«wn.>t.afi...i 

Tin  form  Hut  tin-  ^tcm  s|,o„|d  «.lk(.  „  a  hll(t,  ,  „„. 

achieve.  I,,  l„„„ulatinK  ,h,  s,.  K,M|S  Um  follow,,,.,  must  |„.  ..,.,„,  I 

\W«>  is         „i  (In  I  S  A  ..hd  M|IV  tl,<  \  (,-.. 

''"    I"'-"'    <•'•»   III  (MOUI.   |„  |,,s  ,|,    l„„    ,„,„„„    I  ,d..t„,l, 

•I    «  ItO  l<  I  .  Ill  s  U-.l.'(l(>  .(l|,|  s,  |„,  ,J1M  s  „,,, 
l«    III!    <  Vt.lll   |,|  „J(„|,  )MA,.ltt    „    ,||,  V|1„,| 
C    lli<-  ill  ti  t  Is  ,,(  ||„.  |,|,  s,.,,|  >N  s(l  ,,, 

WHO  IS  F(H)K  AND  WHY  1HM  \Ht  P<K)K 

I..  l<Ci  the,,  wcr,  l\  n  „,,,,!,.  |  .,  ,„  ,.,„„,„,  W||     M(m 

'Tu ■  M  7,;l,";v "  .-"••»»  »...« ...,,! s ,(„,^ 

|N  N II  III       '       \«.Wf|„j„w.h  |,.»,|.  „Md...„  1.1...  |   ,.  |,   !',,  >7270H.,> 

onl>         ftf  me -tli.ifi  whifc  l.miiK  iiHifiiic  jSi  Nxh» 

A|'l'i<'\.iii..t< J<       ,4  H„  |„hh  ..i  iluld,,,,    ,„.|         „,  ,,„.        ,|%4.  ,„ 
.••Millies  |„  .,d,d       .,     ,  v,  ,  .,  >■  M,|  ,|,  tU         t)),        ,  \lMl  , 

lN.ul,«|f.,„„fMp  .,„•  !„..«,}»  M,...  M,,l,d  ,  ,)„.  (k,ui,  ,,„,,„(,,„„  „„.  ,tokll.lM( 
•»   P»*«Tl>    <>  J.V   „.,  „KM.,s    t,„„t,d   ,.,   ,|   ,,.,„,„    tH,.,    Vf.    of   ,|K-   |MN„  ,,, 

ikIukLuK  I.,  .„,„li,s  u,H,.|„l,|„..,  ,!,.  ,  ,.  i,,  „|  „  ,„,„,,,  «   ,,  IHM 

«liviF»l,d  .i.i.l  ll.<  r.,,i|„„|,  ,,(  ,.„„,.„,  |,(%<  ,,,  ,    „,        n  s)(||  .  |(<  |wT4) 

a  x,M,,h>„,j;  >NNMMI|,  ,„,|,  |,„„U  Ik-.kU  »»,,|L«.I  full,,,,,,  .,„d  ,.,r,««l 

lrv>  tk.lt  |||<   |HiM  llt  lr\,  {  n)  mi  IHIII' '' 

A  bmcitiMhiMl  ,,„,K  „f  7*H»l  u  jru  s, » I  s  I  „  ,i„M|,K„  d  l„  ,I„. 

IWrs.lv        M„l,*.(„  S.iiv.v  |«,.M..,„I.  (,„..,  ,.\..,i.tl  ll,.    t..||.,UMiK  4|MNI| 
«flii  is  |)<nm  in  Aiihhi.i  .md  wilt  llx  s  („«,: 

/7i«r  //«  fHlof  im.  Wl,  tlll  ,„,/„,,,/  ,„„/,„„  tIJ  ,  .ri</</)  /w</  a  Ut  .iU)  ulfiaNt, 
inifiulatum  uitlt  /,;._-,•  numhns  „/  „,,„,„;  ln  ,„„/  „u,  |w„,.m/ 

t  ill  ll  IJCUT  II' 
U   <-  .AtMIMlld  I),,..)   VHC  U,   I'lVI   lMf|«    J..  ;u  ,  ||„.  ,„(.,!  iKIV.ftv 

p..|M.U..Mi  C2.\  .mil        |,.  ,s„„>    iMM.ni.id  |m   .  t,„   ,11  s,s  s,  „,  lU,t  a  total  «,f 

■W  .mil.....  dlffn.  nl  ,„„,,!,.  v..-,.-  |M  „m  ll.r  ,»,s,  ,|,  |,  V<1  at  U>ast  one  of 
lb™  v.  ars  ami  ..s  „,.,„»  as  S5  indhoi.  jhoj  I.  «»•„•  ,  !^|,!,  .,i  V„IK.  fol 
al  l.  ast  one  loi.n  ol  t.  <i<  ral  aid  t<i  tl« 
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That  the  total  inc  idence  of  poverty  fell  only  slightly  during  these  years. 

ft  went  from  \$.7%  to  10.6%  of  the  population.  This  indicates  that  the  num- 
ber of  people  entering  poverty  each  year  was  roughly  equal  to  tf>e  number 
leaving. 

That  the  major  reasons  for  a  family  to  enter  or  have  poverty  were  demo- 
graphic 

These  are  reasons  such  as  the  birth  of  a  child,  marriage,  separation,  divoree, 
death,  illness,  or  retirement  of  the  family  head. 

The  picture  that  emerges  from  all  this  is  that  for  a  sizable  percentage  of 
the  population  (around  M%  of  all  households)7  income  is  highly  unstable  and 
fluctuates  alcove  and  below  the  poverty  line  from  year  to  year.  This  income  in- 
stability is  greatest  among  female  headed  families  and  least  frequent  among 
families  with  an  aged  head. 

THE  PRESENT  PROGRAMS — WHOM  DO  THEY  HEtP 

At  tlic  present  time  tlicre  are  more  than  100  federally  funded  programs  that 
transfer  income,  both  cash  and  in  kind  (such  as  food  stamps.  medical  services, 
and  housing)  to  individual*  with  low  ( prc-transfer )  incomes/ These  programs 
will  pay  out  an  estimated  %\  billion  in  fiseal  1975  of  which  alniiit  4 /5th*  will 
go  lor  social  insurance  benefits  and  about  1  5th  for  p.«i>h.  assistance,  food  stamps, 
housing,  and  health  services." 

It  is  difficult  to  establish  the  actual  number  of  distinct  individuals  who  tc- 
ceive  benefits  because  a  |arg«  nuifthcr  of  rK-opfe  participate  in  several  of  these 
programs  at  oik*'  This  fact  <>i  multiple  program  participation— give*  lisc  to  one 
of  tin'  gravest  defects  in  ilie  present  system  of  income  maintenance  and  will  1h 
discussed  Liter  at  length  In  fiscal  197:2,  for  example,  a  gioss  total  of  119  million 
persons  received  Innehts  under  tin*  2i>  major  federally  funded  programs  It  is 
estimated  however,  that  there  were  only  about  60  uiilhon  distinct  individuals 
who  received  aid  *'  i  Refer  to  page  IS  for  a  list  of  the  major  federal  and  state 
programs,  tlw  total  miml>crs  of  recipients  for  1M7  \,  and  the  total  In  nefits  paid  out 
under  each  of  them,  i 

In  addition  to  cash  and  in  kind  assistance,  the  Federal  government  also 
transfers  in  effec  t  billions  of  dollais  to  individuals  through  «he  use  of  income 
tax  exemptions  and  deductions  Although  this  fonn  of  government  aid  receives 
less  attention  than  Social  Security  or  I«h*J  stamps,  and  few  data  are  available  on 
how  much  money  is  involved  and  who  benefit*,  the  exemption  of  income  from 
taxation  increases  disposable  income  just  a->  surely  as  the  giving  of  a  relief  check 

These  tax  transfers  are  not  necessarily  targeted  on  the  poor  but  on  such 
economically  divers**  groups  as  homeowners  or  the  parents  of  students.  For  exam- 
pic,  in  fiscal  1971,  the  income  tax  deductions  on  the  mortgage  interest  payments 
of  homeowners  in  this  country  totalled  $2.H  billion  and  cost  the  Federal  govern- 
ment in  lost  revenue  more  than  all  the  housing  subsidy  programs  for  the  poor,10 

HOW  FFFF.CTIVF  ARE  THK  PROGRAMS 

Tlie  Michigan  Survey  Hcscarch  Center  data  indicate  that  in  W71,  8ttf  of  all 
the  families  with  prc-transfer  income's  Mow  the  poverty  level  received  some 
UiK'hts  from  one  of  the  federal  or  st.Uc  piograms  ami  4  W  were  raised  almvc 
tin*  |M>veftv  level  by  this  Aid.  57V  of  j>oor  families  remained  jioor  after  benefit* 
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I'^f- ^  ""J*  00  «*»  37*  reived  msufficieut  benefits 

iSi^oSv  lT JSSil  P^"'  Pn?n™  "e  <*'<T!orical-prov,dinR  as 
SXm  llv,T^gnX,r  m  tbc  «  •**  »KtMnes  below 

~Tl£^yJr     '  W"h  an  "S"1         ^red  best  w,»l,  only  3*  rece,s„,c 

nob^rfi j jof  any  kind.  M of  poor  families  with  a  disable  KlTL33S2 
****  ***  puor  temafe  beaded  families  with  children  ailJ  49*  of  ,Wr  J 

owing  the  period  of  the  Michigan  study  which  ended  in  1971  " 

grams  raised  32*  of  the  total  of  poor  families  aUvc  the  poverty  uh.l,. 
pubbc  a,M»«a,K,.  and  food  stamp,  brought  only  161  of  poor  taZlZl-X lme. 

SOMl:  BK1M  PROGRAM  CHANGES 

s.'k.  ,|„  ,,,.„„,  |,.,s  improv.d.  somewhat.  a.s  the  result  ot  elunge, 

'  -  The  first  „  ,t„.  lt„MuUim  ol  „Mr  UM  j.  J 

d  ,  ""J"<uarv  1974 .  which  ,s,  ,„  emit,  a  ,,],  «,, 

;  ;uu;; l,v  ,,u  sr aI  Seiur,,>'       .     <  ££■ 

fttUMM..  ,1  *  *»)  ,*r  war  /or  a  couple,  will  pav  out  an,  roxunatelv  three 

of  ihTr  r'U'.'f  ",.J'<"  ,,M"*'  Whuh  hjs  ,jk,'n  I'l  <(<-  *>       •'»'"»  expansion 

of  the  edcral  loojl  stamps  program  winch  prov.d.s       ,(1  J.,„t,aiv  1974  a  has, 
guarantee  of  food  stamps  vahud  a,  $I.7<M  t,„  ,  ,,„„U  J,  ,  £  , 

p-y  OUtapp.ovmuUlv  hve  h.ll..,.,  dollars  .„  food  stamp,  in  1974  to  an  estimated 

m  the  for,,,  «jf  vouchers  or  I„k1  stamps  (m  km.l  .  r.„|M  ,  ,1,,,'n  ,„  ,  jsh  ,fu,  tiwu. 
»u  s,r,ous  >ho,1<t,mnfk;s  ass(K,at«l  w,tb  tins  !om,  of  ass.sfaiKe  Hot  this  pro 
gram  lias  reached  mass.v,-  prc,,mrtioiis  ( ,t  .s  est,m.,le.l  that  'l9  imlfmn  American, 
an-  eurrenf  v  ehg.hfe  (or  .„,„•  U,»H<^»  and  sshat  ,s  „„„..  ,•  „ 

osmgl,  ,„d,v„luals.  t„  .uo.par«,„  la.mlns.  and  U,  ,  !„!.!!«  mles  lifh  low 

ITJf  d.     T'  ^  ,hT  grU"f"  h;,d        lH',"  "««*» 
any  ot  the  other  catc^orit  al  programs 

The  third  ihange  ttlnch  .Kturred  M,mewhaf  .aih,-,  h.it  «shKh  has  had  , 

U*|H  ,.dcnr  C  hildren  progM,,,  T,„,  ^rmitte.1  ru.pjents    smgh  puient  famihes 

With  m,,K,r  children  ,  to  work  and  re,       4  certain  ,„<,,.,«        ,„n,d  „1 

while  contmnmg  to  mm.  I^c/its  Prev^ly  »he  p.o^ram  had  anphe,!  wT. 
anwiiutcd  to  a  |tN«  tas  on  Hh  .  arnmgs  of  part,e,pa»ts  ' ' 

and  O.sahd.tv  Insiuam.  program  have  been  mc.cscd.  its  eoseruge  has  l,«,i 
es ;  ended,  and  a  «ost.of.|,s,n«  adjust,,,,  nt  has  !„.,.  t,,d  ,«  ,0  lK-nem  I, civ  as 
well  l.Klav  th,  ,,.  are  10  mdhon  Atne.nans  recusing  Umfits  unde,  this  p.ogran, 
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including  2  mittioa  disabled  persons  under  65,  5  million  children,  and  nearly  me 
million  widows  and  mothers,"  (Refer  to  page  19,) 

nmasNces  w  the  current  programs 

Hie  expansion,  tiberalization,  and  federalization  of  these  major  programs 
will  clearly  make  inroads  into  the  poverty  income  gap  currently  estimated  at 
10  billion  dollars  in  this  country.  It  has  not  eliminated  the  serious  shortcomings 
which  are  inherent  in  the  design  of  the  programs  themselves.  In  fact,  tiecause 
more  money  is  now  being  spent  and  more  people  participating  in  these  programs, 
tlie  flaws  have  become  all  the  more  disastrous  and  the  need  for  reform  all  the 
more  pressing. 

Many  of  the  defects  of  the  present  system  are  related  to  the  way  the  pro- 
grams were  designed  and  will  persist  as  long  as  these  features  remain. 

I.  Thi'  first  major  defect  arises  from  the  fad  that  the  majority  of  programs 
provUle  Itencfits  only  to  specified  categories  of  the  population. 

This  categorical  feature  of  such  programs  as  AFDC  and  SSI  is  in  effect  a 
means  of  rationing  limited  funds  among  all  those  in  need  and  arise*  in  part  from 
a  desire  to  restrict  Ix-m  tits  to  tlw>se  most  in  need  or  to  those  groups  in  the  low 
income  pojnil.it ion  deemed  most  worth*  of  help,  tlie  blind  the  aged,  etc.  Some 
of  the  results  of  making  iik < hih*  maintenance  programs  categorical  have  lieen: 

stfem 

Certain  groups  in  the  population  ;irc  segregated  and  stigmati/cd,  Aid  is 
situ  as  a  privilege  rather  than  a  right.  There  are  strong  disincentives  to 
apply  for  Ikik  fits  under  these  programs  and  resentment  against  recipients 
runs  high  in  the  general  j>opulation.  TIk*  programs  are  not  popular  po- 
litically 

complex  et$£flbt|ffy 

Fiovmg  ones  eligibility  for  these  programs  is  a  complicated  process  and  it 
must  Ik*  demonstrated  frequently  and  rig<injuslv.  The  complexity  of  eligi- 
bility criteria  requires  high  administrative  exists  and  allows  for  a  wide 
margin  of  administrative  discretion. 

imqptty 

Individuals  and  families  in  similar  economic  circumstances  do  not  receive 
equal  treatment.  In  many  states  the  workup  [toot  are  iwrt  covered  by  any 
vf  the  cash  programs  no  matter  how  low  their  earnings.  In  addition,  some 
families  participate  in  several  programs  and  receive  a  fairly  high  level  of 
Ix'iicfits.  others,  none.  TYh'  AFIX'  program  restricts  In'riefits  to  families 
with  one  parent  and  dej>erideiit  children  (and  in  some  States,  to  families 
where  Ixith  parents  are  unemployed),  while  cash  benefits  are  unavailable 
to  two -parent  families  and  to  tin*  working  poor  and  their  children. 

II.  A  M  i  unit  twtjttr  defect  in  the  design  of  the  present  programs  is  (he  fact  that 
many  arc  adftitmstcred  and  f  muled  \>y  federal,  state,  atul  local  ^ut  em  me  tits 
jointly. 

This  greatly  increases  the  iosts  ai.d  tniuph  xity  of  idruiiiistcring  these  pro* 


55>J  tttfSTCOPY. 


666 


nmciHKln  II*  AFDC  i-tor™,,  g»,  (ro>„  tai.71  ».|,K.|,  „  lh,  '  ™ 

•  llxre  an-  jol*  availal.k' 

•  Ilu  km  iiKtHtM'  ,h»,m,Ujim„  ha.,H,ly  .,  w.ak  .,H.,tl  ,,( 

»»  (In  uo.k  ,th«  .,„<|  th.,i  .„iv  U|,k|,  ,„„»M|,S 

'""'»'«•»•«'"  .  .....st  jIm*  Im.(I„  ss  H.is  attailim,  i.l 

•  ..  M/..M.  |»o|unlN»i,  „|  f|„.  |im.  j,K4M,„.  |MrfMIK(t,0(| 
»«  l„!lv  miphnaM.  o.  tan  ras.U  !*•  „....(.  so 

warra!!.'"  ^  ntieutv         »"'»  »'  «>«-  IkIm  «s  ,s 

wwcity  ol  fob* 

p  r  war  for  .Ik-  {,.  .«!  „f  ,  ,am,K  of  four  ,   |„  |%7  uh.„  ,\u  ntMumv  M,s 

work  ore,  h  ss  ,ha„  ,hr  otfk.al  HI.S   I  „  >,,„d4r,r  JCi^ 

TIkh  ,s  «„,M<kTahJ,  ,vi<I«Kr  thai  Dm-  km  „   ,^mh^o,,  ,s 

,r  >  r*i;  , 4  k'  U,H'      -  ll<'J'1  ,,,d  ^  |H'««hI  i..m.  mi 

r\     in.  »f>m',h  *         l-l«»r  ...arkH  ,..d  .«„-„m|ov.,K  l,t 

rac.^  Ml  o  ,  ,,t„rd  k,w,  j,  IS  t.,tjm.„„,  WJt  (>J  |{(g 

mlurn  j,j|n  f„r  „k„  (Wvrr.jhe  (op  2  Jrds  „*        „,,(,•  l.,U,r  Ion,-  k.„„„I 

IU  mfflum  ,oU  aikl  tin-  In.n       (I„,d  lost  ,„o„  <!,.<..  ;  million"  S»  mil 

d..n.lt;  ,hii.h1,  ,,j  RroHili  and  pros^  uiv,  iIk-  ,NMI>  lost  out  In  w|„'„  „.,l 

,  J!  M,,s  M,«»«"V  «ktl«Mi»f?  aiHl.wiM.,Mrlo»,.MiH  was  |UK|HV  »!,.,„  ,|  |wd  |«,  ,( 
in  -o  >,ars.  .(  w.,s  ohvious  tL.I  th.  ,4„„uiii>  „0|  .„„)  ,|id  .,<,f  mA;jU- 
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enough  jot*  and  decent  wages  for  the  labor  force  as  whole  and  the  scarcity  was 
all  the  more  acute  among  the  low  skill,  low  income  population. 


The  $eeor>d  assumption,  that  the  km  income  population  has  only  a  weak 
attachment  to  the  labor  force  or  little  motivation  to  work  when  aid  is  available, 
is  also  unfounded  According  to  the  Census  Bureau  in  1971  only  5*  of  f  he  low 
income  population  of  .working  age  did  not  work  in  that  year  for  reasons  other 
than  illness,  schou^or  family  responsibilities;  75*  of  all  poor  male  family  heads 
worked  at  some  point  during  that  year  and  57*  of  those  worked  full  tune  all 
year;  41*  of  the  women  heading  poor  families  worked  m;d  lt&  of  them,  full 
time,  all  year  * 

In  the  recent  New  Jersey  Graduated  Work  Incentive  Experiment  coi»ducted  , 
by  the  Office  of  Economic Opportunity,  cash  beneffts  were  made  available  to  * 
groups  of  low  jiKtMne.  two  parent  families  without  a  work  requirement  in  an 
effort  to  determine  whether  or  not  the  availability  of  such  aid  would  have  an 
effect  mi  theirMnrk  effort.  Tlie  evidence  indicates  that  with  reasonably  geikerous 
levels  of  benefits  ami  lieucfif  reduction  lates  ih>  higher  than  70*,  there  is  ih> 
significant  change  in  work  patterns  among  family  licads Tlie  cspenmeut  also 
|MNiit«il  out  that  tin-  In ncfit  reduction  rale  (or  marginal  tax  rate  )  has  a  significant 
impact  on  work  effort  The  benefit  reduction  rate  is  that  rate  at  which  aid  is 
withdrawn  as  earnings  increase,  ff  the  rate  is  high  (over  70*)  it  means  that 
tin'  jyeison  retviving  aid  has  very  little  incentive  to  increase  the  earnings  Uvause 
fin'  |>crsori  keeps  only  a  small  traction  of  each  extra  dollar  canted  This  will  Ik* 
disetisscd  in  detail  later 

WORK  r RODHAMS 

It  is  «|ear  from  the  faihue  of  "workfarc"  programs  such  as  the  WIN  plan 
and  \)h'  Talmadgc  Amendment  that  efforts  to  combine  hieome  inaiutetiaiiee  and 
mati|xmer  training  are  tiunplcx  and  costly  to  administer  and  have  .<  very  low 
late  of  siiceess  It  is  *  'stima!<<d  that  the  tost  of  one  suctvssful  job  placement 
under  tin'  WIN  program  was  $5000  and  the  success  rate  here  was  approximate 
ly  It  - 

•  As  fin'  Michigan  study  points  out,  large  numbers  ui  different  people 
enter  and  leave  flic  poverty  [Kipolatiou  each  year  and  the  major  reason  for 
leavmg  |N»%erty  is  not  employment  or  job  training  but  demographic  changes 
Man|xm<  r  framing,  day  can-  for  the  children  of  working  mothers,  and  public 
service  sector  jolis  are  all  neit^-d  lwt  there  ts  no  h.isis  whatever  for  finking 
tlicsc  to  i\n  suj>pfv  tA  rash  aid  for  families  with  inadequate  incomes  Tito  prob- 
lems ot  getting  the  1*  S  economy  to  generate  enough  jobs  and  of  equipping 
all  Americans  with  a  level  of  education  ami  skill  sufficient  to  coui|fetc  for  tlie 
fobs  and  the  geographre  proximity  or  mobility  to  get  to  jobs  are  excc<*diugly 
complex  It  is  !>o!h  inefhttual  and  unjust  to  pciiah/c  that  sector  of  the  low- 
iiKOnir  jM»piilati«Mi  it  huh  ts  unemployed  or  niiIk  uiployed  on  tin  pretest  that 
tin'  sol  ition  to  tficse  piobfeins  is  at  hand. 

IV.  I  fourth  ttutjtir  pwhb-m  tatU  tfa  punut  system  ts  ttw  multiphnty  of 
jHHfrhj  t4H*ntmatvil  programs  and  f/ic  wrnw  nark  dust  ruvflfu  cv  that  result. 
TImii  au  man)  difh  lent  jMogiams  .it  present  oo  the  federal,  state,  ami 
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fecal  levels ^dispensing  benefits  in  cash  and  in  kind  Then  is  <tw.Mderable  osr  !.',,, 
brtween  them.  A  staff  stud)/  done  in  197.1  l>y  tin  joint  Ecoimmie  Committee 
found  that  between-  50-771  of  sample  housefmlds  in  si*  major  poverty  areas 
'  undl'f  at  k***  ont-  program  (M  those,  about  Oo-TM  received 

benefits  from  more  than  one  program,  and  10-25'.*  r«vcis«-d  benefits  under  5  or 
more  different  programs  (public  assistance,  veteiaus  assistance.  OASDI.  food 
stamps,  pubhe  housing,  or  childcaref."  The  fact  ol  multiple  program  participa- 
tion does  not  mean  that  these  families  were  cheating  nor  that  they  received 
especially  high  amounts  of  aid.  This  study  found,  in  fact,  that  among  house  holds 
receiving  five  or  more  benefits,  between  ftf  and  35*  lemained  U-low  the  poverty 
level  of  income  even  after  receipt  of  aid  (both  cash  ami  in  kind).'-' 

Most  of  these  prograr    are  income  tested  which  means  that  Urn-fits  are 
Withdrawn  as  the  recipient's  income  rises  What  has  hcium.  clear  i>  that  the' 
rate  at  which  benefits  an-  withdrawn  and  the  income  level  .it  which  tiny  are 
cut  iAi  entirelv  has  a  crucial  mip.nt  on  woik  m.cnt.scs  The  problem  is  cum 
pound.  <|  bv  tit.-  I.i.  t  of  multiple  pmgram  p  iti.  ipation 

»■..»  .sample  .»     f.mnh  .s  iceming  ..smMu...  ii,  th,  hum  ol  cash  ».«*! 
stamp,  .....I  I.*  com  publu  housing.  .„„!  ,1  <  ...  h  of  (Use  programs  r.-dnccs 

lie  .»  nl  he  (..nub  receives  as  .is  „«„,„.  In>in  .  u.plnvmcnl  rises  tin-  family 

he...  is  ...  the  pos.hon  „f  hasmg  scry  htfl,  nn.nt.se  to  increase  tin-  amount 
ne-slie  cams  f-nr  each  estra  dollar  .  ariM  .1  m  u..gcs.  7(1  SO.  <*><~r  (and  in  some 
cases  over  Uto  ,  «.f  ,f  will  he  "taxed"  in  tin  fo.u,  of  lost  .  ash  or  .„-ki„d  In  n.  fits 
tor  which  <mic  is  now  eligible 

The  reason  for  making  a  p.ogran,  ,»u  ■  comhl  d  is  that  it  targets  limited 

funds  on  those  will,  the  lowest  incomes  In  itself  m.ouie  .  o.idilmmng  is  there- 
fore  inn  .,  had  thing  h„  any  smgle  piog.am  It  ,s  ,  cltan.lv  ix.ss.b1e  to  set  the 
t*0ent  withdrawal  ...I.  lou  cnongh  so  (hat  wo.k  m.entiscs  aie  ,...1  .mp.or.  d 
A.xouhi.g  (o  fh,  cvidcmc  bom  the  OK)  New  (else,  c*.m  rmient.  this  would 
foe  at  ,<rv  or  bc|.e.»  f«i  v,„w  ,ti,t.  „M|,.  lMnth  |M.li|s  cuh  ()}  |}m,  .,.„, 
programs  lMs  its  own  benefit  ...hut,,,,,         /).„  M  ix    „  (>  ,ir<M)l(,J  (,?;  (,,r 

food  stamps  around  M.  and  (o.  housim;   ,„,.„  „  .,„„,nd  3'.  ;-  and 

«*TH  4  f;uml>  |MrtM  i|Mfes       seseial  pi,.g,.„„s  .„  lHtt  ,.    ,|,^.  r.„^  ,,„„, 

T  r  -."."! "  U'  WH  ,f"'  ""*  ""'"■'<"<  '»"' -•'"•'»  «av  ,atc  at  which 
each  dollar  of  added  „„  o,t,e  „  (,,,,,.  tt-.ll.  fh.  g„  ,1  p,.,h»c,at,o„  of  p.ogiams 
offeruig  n.  kmd  benefits  to  families  with  heads  who  W.nk  ...  might  work,  ami 
with  the  luge  muni*,  of  tam.hes  |Mrt«.p,tmg  .„  ,  l  „,  p,„gf.„„s  .„  ,„„,. 
the  work  dismcciititcs  has.-  Uvomc  ipiitY  s.-nous 

Not  «ml,  dues  this  Ui  of  inolt.pl.  p,om.m,  pa.tn ip.lna.  and  poor  co- 
ord.nat.ou  give  rise  to  serums  work  d.snu.  nt,w  v  ,t  ,s  .,lsu  esfremeb  unsuitable 
1  results  m  g,e.,f  d.sjunlv  l«  tw. . {|,,  .,„„,„„„  ,)(  .„,,  ,IMlJuW,.  tM  |<M(,(,,^ 
at  similar  imoiiM  levels  d.  jn  ndmg  m,  wh.  te  ih.  v  In.  ami  w  I.kI,  piogran.s  they 
ajwly  for-tlM  .r  s.Kial  and  diumgraphit  ih.n.nt. -usties  lather  than  ll.eir  n.vd 

THE  COAI  !>  AND  t  HARAtTi  KlSTIt  S 

OF  A  NtW  INCOME  MAINITNANO  <*V«i1r  !ll 

lu  the  .nurse  of  csamimng  <h.  defeilsul  Ih.  p.  t  M  >(..,.  we  have  tacitly 

posed  some  ol  the  go.ils  o,  pnm  ip.J  eh.ua.  t.  usti.  s  lh.it  we         se  slmuld  Hg.i,e 
ptomill.  litis  m  the  design  ol  .,  new  svsl.m 
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l   The  system  should  be  axlequ&c,  equttubt*  and  universal 

Benefits  should  be  available  by  right  to  all  Americans  whose  income  falls 
bdowtbe  basic  level  at  which  a  decent  life  -an  be  lived.  There  should  be  no 
categorical  division  of  the  low  income  population  into  different  programs  with 
different  coverage  and  different  levels  of  benefits,  there  should  be  no  dichotomy 
between  akffor  the  poor  (welfare)  and  aid  for  others  (tax  prefereiMM^  With 
the  realization  that  as  many  as  23  million  people  are  currently  eligible  for  at 
least  one  form  of  federal  benefit  for  the  poor  other  than  food  stamps  and  as 
many  as  37  million  eligible  for  food  stamps  alone ,  the  time  has  come  to  recog- 
nize that  a  majority  of  Americans  at  some  point  in  their  lives  will  be  eligible 
to  participate  in  the  system. 

II.  The  sustem  should  be  federally  administered  ami  funded 

This  will  insure  that  all  Americans,  no  matter  where  they  live,  will  have 
access  to  an  equal  level  of  benefits  ( relative  to  need )  and  are  suljett  to  the 
same  criteria  of  eligibility.  It  will  eliminate  the  wide  margin  of  local  Administra- 
tive discretion  which  exists  under  several  of  the  current  programs  End  which 
can  be  used  to  demean  and  harass  recipients  and  to  select  incquitJply  among 
the  needy,  Federalization  of  funding  for  income  maintenance  programs  has  great- 
ly increased  with  the  advent  of  SSI  and  the  expansion  of  food  stamps.  As  federal 
income  taxes  are  less  regressive  than  stale  and  local  taxes,  there  is  an  added 
incentive  for  federalizing. 

III.  The  benefits  should  not  be  u  ork  conditioned 

This  will  cause  political  controversy,  but  the  evidence,  as  examined  earlier 
clearly  suggests  that  the  poor  are  more  discouraged  from  work  by  soaring  un- 
employment rates  and  the  high  cumulative  marginal  tax  rates  built  into  the 
current  mix  of  programs  than  they  would  liJHy  be  .  y  a  universal  program  with 
low  marginal  tax  rates  and  no  work  requirement 

IV.  Benefits  should  be  cosh  rather  than  in  kind. 

The  proliferation  of  in-kind  programs  has  contributed  significantly  to  the 
inequities  and  inefficiency  of  the  present  system.  In  1972,  tor  exan  pie,  40?  of 
the  $24.6  billion  spent  on  income  .tested  programs  went  for  in  kind  benefits.'-**' 
Cash  is  the  oast  efficient  way  to  transfer  income  lor  two  reason*:  administrative 
and  distributional  costs  are  lower  and  the  rcciptciif  is  permitted  a  lull  range 
at  options  and  can  use  the  benefits  in  the  way  winch  nxnt  improve  his  her  wel- 
fare. When  it  comes  to  goods  such  as  food,  clothing,  transportation,  and  housing, 
which  the  market  in  this  economy  supplies  quite  well  to  those  with  tlx-  rc- 
sources  to  command  them,  it  is  demeaning  and  inefficient  to  have  a  government 
agency  determine  the  types  and  quantities  that  a  low  income  family  ought,  to 
consume.  At  least  port  of  the  reason  (hat  fully  2/  >rds  of  those  now  eligible  for 
food  stamps  have  elected  not  to  apply  lor  them  *7  may  well  be  tlie  demeaning 
and  restrictive  form  of  the  beneut. 

For  other  goods  and  services  such  as  medical  rare,  which  are  not  in  ample 
supply,  especially  lu  low  income  ureas,  there  is  some  justification  for  the  Use 
of  vouchers,  or  drrect  supply  by  the  go"  rnmeitt. 
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V.   The  £oal  of  the  neu  program  should  be  income  maintenance, 

It  should  be  designed  to  operate  within  the  context  of  a  two  part  rutiooal 
fy*a».  The  two  pails  would  be:  income  security  program*  (OASDI  and  UIB) 
^  *"  ,ncon*  program  such  as  we  are  about  to  propose.  Since' 

tl^paprr  is  concent  chiefly  with  the  design  of  an  h>come  imunteiuncr  pro 
gram attempt  is  made  here  to  evaluate  possible  future  moihik  itkm  or  expan- 
sion of  the  present  income  security  programs  (OASDI  and  1MB)  <Hir  proposal 
is  made  with  the  intuition  that  these  programs  will  n  nu.i.  ,„  oik  ration  and 
wiH  continue  to  play  the  role  of  providing  income  security 

THE  PROPOSAL 

Of  all  the  various  alternatives  to  tin-  present  system  oj  ,(M  <Hm-  inaiutenance, 
tfw  one  which  best  fulfills  our  stated  goals  and  cliaracti  nstio  is  the  universal 
refundable  credit  imt>me  tax.  (This  stall  he  referral  U,  Iwreafter  as  the  CIT). 

//  should  /V  uiuU  rsiMHl  at  the  outset  that  tins  plan  din  s  not  proeidi-  an 
easy  or  perfeei  solution  to  the  problems  of  desi^mmx  a  system  that  is  equitable 
adequate  efficient  ami  /wliticalhj  aixcplable  to  the  American  people.  In  fact] 
each  of  tlnst  ohncthcs  pulls  in  a  different  directum.  W  hat  follows  is  a  brink! 
outline  of  the  koul  of  program  uc  uouid  like  to  sec  imftlemented. 

I.    What  is  tfte  credit  im-ome  tax? 

The  credit  income  tax  has  many  variation*  hut  hi  tlx  form  propwd  Iwre 
it  is  a  system  under  which  each  jhtsou  in  tin*  ccuuti)  receives  a  hasic  yearly 
grant  (or  tax  credit)  from  the  government  Ail  income  oilier  than  this  grant  is 
taxed.  If  a  person  has  i.-i  income  at  ill.  In/she  keep  tlh  toll  grant  and  pays 
no  taxes  If  .1  person  |M,  oiconu  of  any  kind  (other  than  <Im  giant  )  be/  she  must 
pay  taxes.  If  the  income  is  low.  tlie  amount  to  In  paid  in  Uses  will  lie  less  tlun 
the  grant,  the  person  %% ill  keep  the  diffeicnee  ami  iceeive,  in  cHcct  .1  m  t  trans- 
fer from  tk'  government.  H  a  |*  rsou  s  ini-nmc  is  in  tin  middle  Miigc.  nhat  is 
paid  111  taxes  will  Ik*  quite  dose  to  |Im-  amount  ol  tin  giant  .md  he  site  will 
bnrak  even  (as  though  no  tascs  were  paid  and  no  hauler  riven  ed  1  II  a  pctsWs 
income  is  high,  tin-  amount  to  he  juid  in  taws  w  ill  he  larger  than  the  grant 
received  and  in  effeet  llie  fierum  will  pas  <«it  the  diflcreiM  c  in  junitive  taxes. 

TiK'  important  point  is  th.it  fin-  s>slein  is  1nnvers.1l  everyone  files  a  tax 
return,  everyone  gets  a  tax  credit  ,iik!  everyone  with  an\  inenmc  pa\s  taxes. 
There  would  I*-  no  means  lest,  on  work  rofKhtfouuig  am1  no  explicit  chgilnhty 
criteria.  Implicitly,  of  <*wrse,  no  one  would  reiviie  a  im  t  .rausfcr  from  the  gov- 
ernment unlevs  the  taxes  011  the  rson's  income  from  ail  sources  were  lower  than 
the  tax  credit. 

Benefits  under  this  program  would  U'  paid  as  .1  m.ittei  of  right  rather  than 
privilege  and  in  a  way  that  did  not  segregate  and  stigmatize  tin-  jwor.  The  vital 
point  about  the  CIT  is  that  it  involves  a  merger  of  (Im-  welfare  system  and  the 
tax  system.  The  plan  would  Im-  administered  by  lire  Bureau  of  internal  Revenue 
as  an  extension  of  tin*  positive  lax  system.  In  most  of  the  versions  which  have 
been  proposed,  ilk  CIT  is  linked  with  extensive  tax  reform  Table  I  shows 
how  this  plan  might  work,  byj  the  figures  on  Table  1  are  purely  illustrative.  It 
is  not  intended  to  spell  out  the  specific  form  of  the  pmgiatn  or  the  levels  at 
which  tin*  primary  tax  rale  and  las  credit  should  Im-  set  f'usf.  Ixvause  it  is  our 


BE78T  COPY 

564 


560 


WW  that  the  irotttuCioo  of  a  universal  refundable  credit  income  tax  at  any  of 

program.  Secondly,  because  cooo.ixng  specific  tax  and  credit  levels  and  specific 
J~«fafTO  »  distinctly  leys  important  than  establishing  which  of  them  is  po~ 
fcrJcaHy  feasible.  This  cannot  be  assessed  hoe.  The  examples  op  TaWe  I  are 
given  in  order  to  demonstrate  bow  this  type  of  plan  works.  Each  iodrvkhial  gets 
a  tax  credit,  Each  individual  files  a  tax  return  All  income  other  than  the  credit 
is  taxed  (possuVy  at  its  source)  at  the  primary  tax  rate.  The  actual  taxes  a  person 
pays  to  the  government  are  the  difference  between  the  tax  credit  and  the 
tax  liability. 

Table  I 


BtwIkCIT  Worfcs 

For  A  Single  Individual 


Credit 

Primary 

Tax 

Iruume 

Tax  Hate 

Tax 

Set 

Plan  (i) 

$4000 

$1500 

30% 

$1200 

+  300 

$4300 

Map  (2) 

$4000 

$1000 

30* 

$1200 

-200 

$3500 

Plan  (3) 

$4000 

$1500 

40% 

$1600 

f  100 

$4100 

Han  (4) 

$4000 

$1000 

Am 

$1600 

aoo 

$3400 

For  A  Two  Person  Family 
Where  One  Perx/n  lius 
Income  -  $4000  ami  Oik- 
Has  Income  0 


income 
$4000 

Credit 

Primary 
Tax  Hate 

Tat 
IsKibittty 

Tax 

Set 

Flan  (1) 

$1500  per 
P«tm>ii  $3000 

MTi 

$1200 

+  1800 

$5800' 

Hait  (2) 

$4000 

$1000  \wr  pt-rvw 
$2000 

$1200 

+  800 

$4800 

Plan  (3) 
Plan  (4/ 

$1000 
$4000 

$3000 

$2000 

30% 
40% 

$1600 

+  1400 
i  400 

$54U> 
$4400 

For  the  individual  on  Table  1,  the  tax  liability  is  income  (KOTO)  tunes 
the  primary  ta*  rate  If  the  tax  rate  is  30*  the  tax  liability  is  $1,200.  The  actual 
taxes  are  a  tax  credit,  (under  plan  (2)  this  is  $1,000)  minus  a  tax  liability  of 
$1,200.  This  is  -$2U0  The  government  gets  $200  in  taxes,  under  plan  (2). 
When  the  primary  tax  rate  changes  or  the  size  of  the  tax  credit  changes,  the 
net  amount  that  the  individual  is  left  with  changes  as  well,  from  $3,4O0  under  plan 
(4)  to  $4,300  under  plan  (1).  This  is  shown  abo  for  a  two  person  family. 

What  should  be  made  clear  is  tiiat  a  CTT  has  three  critical  determinants: 
( 1 )  the  level  of  the  primary  tax  rate.  (  2)  the  amount  of  the  individual  tax  credit 
and  who  gets  it  and  <  3 )  the  size  of  the  tax  base  ( the  extent  to  which  the  present 
system  of  exemptions  and  preferences  is  reformed  ).  These  three  will  set  the 
cost  of  the  plan,  the  extent  and  direction  of  income  redistribution  and  the  ade 
quaey,  universality  and  equity  of  the  income  guarantee. 
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II*  The  tax  rate  and  tax  reform. 

A  tax  system  that  few*  praKHtwnatcry  higher  tuxes  45  income  rises  is 
toflad  progressive  EMenhally,  such  a  system  redistributes  income  by  reducing 
the  share  of  total  income  that  the  rich  get  and  increasing  the  share  tfu\t  the 
poor  recti*-.  The  aim  of  the  federal  system  at  the  present  time  is  for  mepme 
to  be  tax  progressively  and  indeed  the  tax  laws  call  for  successively  higher  pro- 
portions of  income  to  be  paid  in  taxes  as  income  rises.  In  spite  of  this  intention 
however,  various  studies  have  revealed  that  at  all  income  levels,  high  and  low, 
taxes  actually  paid  are  roughly  proportional  to  income.  What  this  means 
is  that  a  person  with  $6,000  per  year  and  a  person  with  9100.000  are  both  effec- 
tively taxed  at  the  same  rate  (about  3W).  Tne  reason  for  this  is  that  the  present 
system  of  deductions,  preferences  and  exemptions  severely  distorts  the  aim  of 
the  progressive  income  tax.  Large  portions  of  income  are  exempt  from  taxation. 

In  addition  to  this,  under  the  present  system,  tin-  $750  |>er  capita  exemption 
and  the  $i, 300-5:2,000  standard  deduction  give  rise  to  a  regressive  system  of  im- 
plicit giants  to  .ill  laxpaycis  For  the  person  with  .111  income  of  W,oTK>,  taxes 
an  rceheccel  by  W7  |>er  >e,ir  (in  effetl,  ,1  $2*7  tax  credit).  For  the  person  with 
an  income  111  the  Kr,  las  hiackct,  these  t  \4  tnj>t ions  hhI  deductions  reduce  his 
tales  h\  $|..)?5.  For  tin-  (mtsoii  111  tin  70V  tax  bracket,  taxes  are  reduced  by 
*l*r25  (in  effect  a  MAS  s early  grant  from  the  government).  The  exemptions 
and  deductions  are  worth  more  as  income  rises  ami  the  only  people  not  eligible 
for  tlnsc  giants  an-  tliosc  whose  need  is  greatest,  tliose  with  no  income.*" 

lender  the  CIT  tin-  present  tax  system  wotikl  Ik-  altered  in  two  ways:  (I) 
I  this  iiiequdahlc  system  of  personal  tax  exemptions  would  Ik*  eliminated,  the  tax 
credit  uould  replace  tlie  personal  exemption  and  it  would  also  lie  extended  to 
those  with  no  income,  and  (2)  the  present  system  of  progressive  tax  rates  would 
be  simplified. 

Most  pro|*>s.ds  for  the  (it  suggest  fmtlier  t,t\  icfnnii  including  tin- 
elimination  of  many  of  the  other  11011  essential  dc ductious,  exemptions  and  tax 
preferences  The  icasous  for  linking  thr  <  JT  with  tax  refoim  are: 

-the  present  sssn-m  of  <|<xlti(  tions  and  *-\t  nipt ini is  severely  distorts 
the  [Hogressitity  of  the  tax  system  and  iou>tifirics  a  kind  jf  altcrna* 
live  transfer  system  for  there  with  income 

-the  cost  of  the  CIT  could  l/c  drastic all)  1  educed  l#y  increasing  tin' 
si/e  of  the  t.ix  base. 

-administering  the  Cll  would  lie  simplified      income  were  taxed  at 
its  source,  initially,  at  a  vniglc  primary  (as  i.it<  ,m  \  if  the  incredible 
complexities  arising  from  tin-  sast  mmlnr  of  exemptions  from  taxable 
iutoine  could  Im-  reduced. 
The  whole  question  of  tax  rcfoim  is  an  exceeding  complex  .cud  jiolitically 
volatile  one  and  we  cannot  hen   examine  the  relative   wmtli  of  each  of  the 
present  exemptions  or  recommend  is  hu  h  might  In*  eliminated   Clearly,  some 
^  should  not.  The  point  is  that  one  way  to  finance  tins  pl.m  (whuh  amounts  to 
I  a  nation.il  minunum  income  guarantee;  is  by  broadeniug  the  base  of  tlie  in- 
dividual  income  tax  It  is  also  the  way  in  which  th<-  tax         111  could  Ik*  made 
more  progressive  and  more  equitable. 

I'lider  the  (  II  all  11  k  nine  would  lx-  taxed  at  its  source  ,et  .1  single  initial 
tax  iati   lloueser,  in  addition  to  tins  single  initial  rate  .it  uhnh  .ill  of  eW'nonc's 
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income  would  be  taxed,  an  additional  surcharge  (or  higher  tax  rate)  might  then 
fat?  applied  to  [K-rsoiis  with  annual  incomes  over  some  speeified  level  It  is  im- 
portant to  undtrstaud  that  although  all  income  would  initially  he  tajed  at  the 
same  rate,  the  end  result  of  this  system  would  clearly  be  progressive  Heeause 
everyone  would  receive  the  same  tax  credit,  the  average  effective  tax  rate  would 
rise  as  income  rises  Table  II  demonstrate  how,  under  a  CITf  p<*ople  at  Inglicr 
income  level*  woukl  ruve  progressively  higher  average  effective  tax  rates.  This 
table  does  not  include  the  possibility  of  basing  people  with  high  incomes  pas 
additional  taxes  at  the  end  of  the  year 


Table  II 


Average  rfcclne  lax  Rate 
Goe*  Up  As  Income  Goes  Up 
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VtH  the  two  person  ftarmK  with  imp  income,  taxes  an  /cm  The  negative 
fax  liahility  (-$2,00M>  means  that  they  niclve  a  net  transfer  of  $2,000  ft  a 
family  income  is  $2,0011,  tlw  ir  pnmars  taxes  an  $800.  Hut  since  tin  y  get  a  tax 
credit  of  $2,000,  their  actual  lax  hahihtv  is  negative  (-$1,200;  whieh  meaiis 
they  get  a  transfer.  Their  avenge  effective  tan  rate  >  negative  (-90M  >  which 
means  tlnir  ineome  of  $2,000  was  augmented  by  MYi  under  tins  system  Tin- 
positive  tax  rates  which  Inglii  at  iinome  of  $6,000  mean  that  the  family  has 
its  initial  income  reduced  by  fWP/  (thev  pay  out  jNisitive  taxes  >, 

An  additional  virtue  of  the  single  primary  tax  rate  .md  tax  credit  is  that  it 
wtMikl  greatly  reduce  whatever  work  disincentives  dTV  caused  by  the  high  mar- 
ginal  tax  raiessOiuh  low  income  woikers  and  vu  Hare  ret;  tents  fove  under  the 
present  lax  and  transfer  sy stems 
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III    The  amount  of  the  tax  crnlit  ami  who  receives  it. 

The  third  ekment  in  the  system  b  the  level  of  the  individual  tax  credit  and 
tje  definition  of  who  is  to  receive  it  In  terms  of  adequacy  it  would  be  U-st  for 
the  ammmt  of  the  credit  to  be  set  at  a  level  that  would  M^'re  everyone  of  at 
tea*t  uV  official  poverty  level  of  income  (this  was  M.WO  for  a  family  of  four  in 
W7$).  Most  of  the  imposed  plans  set  the  credit  at  from  11,000  to  $2000  per 
|*noo.  But  it  must  be  remembered  that  the  level  of  the  tax  credit  in  combina- 
tion with  the  immary  tax  rare  will  determine  the  breakeven  |XHiit~-tliat  income 
level  at  which  tax  liability  is  equal  to  tax  credit  Given  the  ta*  rate,  as  tin-  level 

f2f  ft*  m^lrt  *  n,ovrd  breakeven  point  moves  „p  Tins  is  demonstrated 

on  Table  III 

Table  HI 
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Mwt  tin-  Jew  I  at  which  tin  tas  uetlit  is  set  ami  the  knver  tin-  fax 
rate,  il*  larger  is  tlie  firoportion  of  the  jtopulafioii  n-ieivnuf  a  iui  (rainier  from 
the  system  and  the  smaller  tlie  proportion  contributor  iMHttive  taxi»>  to  finance 
lire  system. 

With  a  t.iv  ercdit  uf  $1,500  |kt  |nrsou  and  .«  ftr,  u\  r.it«  the  breakeven 
point  for  a  fjmily  of  tour  is  $U.t*A)  of  income.  Tins  is  iUv  imiHiie  level  Jt  winch 
one  i  m  efhtt  i  pay*  no  tax,*  and  receives  no  transfer  If  the  system  is  not  to 
run  a  net  deficit  then  once  the  fax  rate  is  set  and  the  income  base  defined  the 
amount  of  the  lax  credit  will  he  fairly  inflexible.  In  all  likelihood  lioth  of  tlicse 
key  elements  (tlie  tax  rate  and  tin-  definition  of  taxable  uieouic!  will  be  deter- 
mined  by  |N>hrical  ex|>edici*c  and*  then-  will  be  only  a  narrow  range  within 
which  the  amount  of  tin-  tax  credit  can  he  sit  As  such,  no  sprciflc-  propowl 
will  lie  made  Intc  ^   1 — 1  

Several  alternatives  have  Ixen  suggested  as  to  win,  wit!  nieive  tin-  credit: 
a.  a  constant  jH»r  capita  Kraut  for  all  adults  (around  *>1,5<M) ; , 
b  a  two  stage  variable  pej  capita  pan!  with  oih  le%<  I  Uh  adult*  ,  V30U , 

and  auotlN-r  for  children  (V500i, 
c  a  uiiilti  sfai;e  atfe  luiki  d  jw  i  4..jiil.i  -i.ml  (  ai*e  f»5  and  o\ci  *|    H).  atfe 
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5WH  11,300,  age  1W4  $1,000,  age  14-17  MOO,  and  under  14  yean  old 
1200  per  year) , 

d  a  variable  per  capita  grant  based  on  family  sue  (the  first  two  persons 
m  any  family  get  $1,250  each,  the  next  two  get  $750  each,  the  fifth  and 
§ixth  persons  get  $500  each  and  all  those  after  six  get  $250  each).* 
,  Ea<*  <*  these  plans  would  have  different  costs  and  different  impacts  on 
mc^idismbutkm  Plan  b.  offers  the  highest  level  of  income  guarantee  overall 
»d  would  consequently  cost  the  most  (that  is  require  the  highest  tax  rate 
and/or  the  Urge*  income  base,  and/or  run  the  largest  deficit).  Plan  c„  where 
the  level  of  the  grant  varies  with  age  would  be  the  Wast  costly  overall  and  would 
distribute  a  relatively  larger  shaV  of  benefits  to  the  aged  and  to  childless  couples 
than  to  other  groups  in  the  illation  Plan  a.  ranks  third  from  the  top  in  terms 
of  costs  and  is  obviously  the  least  beneficial  for  large  families  as  it  pays  benefits 
only  to  adults.  Plan  d  .  which  is  second  from  the  top  in  cost,  is  the  most  generous 
of  all  the  plans  to  large  families. 

Questions  have  lxrn  raised  however  about  the  wisdom  of  Unking  benefits 
to  family  size  Because  the  actual  amount  of  the  per  capita  grant  goes  clown,  as 
family  size  increases  (although  the  amount  of  the  total  grant  to  the  family-riles) 
there  is  an  economic  incentive  for  a  large  family  to  split  up.  It  could  receive 
it*  ttx  credits  as  say  two.  three  person  families  rather  than  one,  six  person 
family  Although  it  is  questionable  whether  this  would  actually  happen,  it  opens 
the  way  for  the  usual  a-r,iy  of  complex  and  demeaning  procedures  to  insure 
that  the  poor  are  being  honest. *• 

IV;  Thf  implkations  of  a  credit  imome  tax 

The  costs,  im  idencr  of  positive  taxes,  and  distribution  of  benefits  under 
a  ClT  are  all  determined  hv  the  three  key  elemeuLs:  the  '  vel  of  the  tax  rateT 
the  amount  and  umnltcr  of  rivipieuts  of  tin-  individual  tax  credit  and  the  defini- 
tMWi  of  taxable  income  Since  we  have  tun  embraced  a  specific  plan  or  cnu- 
merated  specific  value-,  for  tltese  three  determinants,  ft  is  not  ijossihlc  to  spell 
out  exactly  whAt  the  outcome  would  I*-. 

An  example  of  how  the  C1T  misfit  work  is  provided  by  Hen  Qkner  m  his 
paper  for  the  Jcint  Economic  Committee .  The  Hole  of  Demogrants  As  An  In* 
come  Maintenance  Alternative  Okner  estimate*  the  implications  of  the  four 
plans  mentioned  Jaw."  The  most  espeusive  of  tliese.  \>\M\  b  (with  a  tax  credit 
of  $1  500  per  adult  and^JUO  p*- r  child  J  would  reduce  the  total  number  of  poor 
families  in  this  country  hy 

a.  J^*"  L"  h  iLSt  l7Vtn^w  PUn  <  whef<*  iH'icfits  vary  hy  age  from  $200  to 
by  7?"    f  Ca|>lU }  ^       ******  ^        ,,Umbt  r  of  I"™  ^'""lies  in  this  country 

The  other  two  plans,  a  ( $1,500  jkt  adult;  and  plan  d,  (individual  benefits 
vary  with  family  si/ej  would  reduce  the  number  of  |>oor  families  by  7ffS  ami 
JMlf  res|MM  tisely. 

Because  lf>e  (  IT  is  j  universal  system  involving  families  at  all  income  levels 
and  because  it  h.is  beet*  linked  with  tax  reform,  it  could  have  a  significant 
impact  on  the  oserall  distribution  of  income  in  this  country.  It  is  possible  to 
check  its  income  redistribute  tendencies  by  limiting  tin-  tax  reform  and  by 
setting  the  tax  credit  at  a  low  level  Hut  m  tins  case,  tin-  income  maintenance 
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function  Hill  be  seriously  weakened.  The  point  is  that  these  two  functions  can- 
not  be  manipulated  HKk-pettdeiitly  under  a  universal  cn-dil  iiKomt*  tax.  To  the 
extent  that  it  provides  an  adequate  and  equitable  iitcome  guarantee,  the  C>'IT 
will  also  affect  the  overall  income'  distribution. 

In  coinjMruig  the  way  iHcner*  s  four  tax  credit  plans  would  have  redistrib- 
uted income  in  1970  with  the  way  the  present  tax  and  transfer  system  dkl  it. 
Okner  estimates  that  in  general,  all  the  plans  would  give  the  flint'  lowest  quilt- 
tiles  x  larger  share  of  post  tax  income  than  they  currently  receive.  Tlie  share 
of  the  fourth  quinttle  is  redueed  much  as  it  is  under  the  present  system  and 
all  four  plans  involve  significant  reductions  in  the  share  of  post  lax  income  held 
by  those  in  the  top  qumtilc 

V.    Haw  the  credit  itwomr  tux  uoultl  fit  m  with  tlu  /ueseur  program* 

The  credit  income  tax  was  designed  with  the  intention  that  it  would  replace 
many  of  the  current  inc  mne  maiuteiiauec  programs  SSI.  A  FIX',  food  stamps, 
housing  assistance.  State  fundi  d  general  assistance,  and  others  [t  would  not 
replace  tlk'  uiionie  seiuritv  vt  stent.  OASDI  and  I'll*,  but  participants  in  these 
(ttograius  might  !*•  given  the  option  or  either  (a<  eontinuiug  to  receive  tfuir 
iK'iiefits  as  usual  under  the  social  insurance  progiam,  paying  no  taxes  on  these 
benefits  and  receiving  no  lax  credit  <  this  of  course;  makes  the  CIT  less  than 
universal)  or  (b)  continuing  to  receive  social  insurance  I>cuc6ts,  paying  taxes 
on  them  and  receiving  a  tax  ciedit  as  well  1J 

However,  until  the  actual  levels  of  tin-  tax  cretlit  and  tax  rate  are  set  ami 
the  extent  «jf  the  tax  reforms  known,  it  is  not  possible  to  assess  the  adequacy 
or  coverage  of  a  credit  iinoine  lav.  As  smb.  uue  eaiinot  select  which  of  the 
current  programs  could  vafelv  In-  eliminated  Most  of  the  plans  th.it  have  liecn 
projmsed  would  c  learlv  leplaee  a  major  part  of  the  present  "welfare"  s\stent 
ami  man*  of  the  m  kind  fx  nrfits  .is  well.  Jhv  whole  pin  [  wise  ol  (lie  end  it 
income  tax  as  we  are  adv.uw  im;  it,  is  that  if  does  replace  tin  >e  progiams  If  the 
plan  is  ch-signcd  so  that  U  uefits  an*  adequate  /and  eoveiage  is  universal,  the  <  IT 
definitely  should  replace  these  piogranis,  I'Uis  wbn  h  arc  g««*J  in  flmiry.  how- 
ever, can  become  tunic*  hat  warped  m  tfw  political  arena.  It.  as  has  been  pro- 
mised by  Senators  Kenned*.  M  on  dale  .ukI  Nelson,  a  tax  credit  urn1  instituted 
in  the  amount  ol  the  current  |>etsonil  tax  exemption  of  *7.r*i  jmt  year,  it  u>uld 
not  seriously  Ik-  viewed  as  a  lepl.uentcnt  lor  the  pn  m  nl  programs. "  At  this 
level,  the  credit  would  tutt  provide  am  semblance  ol  adequate 

One  serious  pmhlem  is  that  even  under  a  relatiw  U  g,  nerous  cicdil  imome 
tax,  there  will  !*•  familn  s  who  soffei  a  decline  in  benefits  whenever  present 
programs  are  cluiiiuated.  Tins  sti  lus  horn  two  asjieits  of  the  current  system 
whuh  were  discussed  earlier  i  li  tin*  evtcut  of  multiple  piugr.un  participation 
ami  ('Zf  the  wide  disparit)  111  Ircnefct  levels  from  Slate  to  State  under  programs 
whuh  are  not  fully  federalized  like  AKIX.  and  honsmg  assist,  we 

There  is  no  remedy  for  this  that  dm  s  not  involve  setting  the  tax  enilif  at 
unrealistic  le  vels  Phasing  out  sfraf<<gies  may  I*'  devised  when  the  States  finance 
some  continuing  aid  to  those  whose  Inherits  decline  shaipb  when  piograuts  are 
eliminated  At  anv  event,  there  will  In-  a  definite  ih  <  d  f«,<  <  <<<,(  inflation  ol  certain 
key  programs  sueh  as  t|K>se  involving  medical  can  w!m  h  (he  •  ledifimouie  tax 
at  whatever  level,  cannot  replace 
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Finally,  it  should  be  clearly  understood  that  die  CIT  (or  for  that  matter 
any  income  nuwtcnantx'  program)  cannot  cure  the  basic  problems  of  the  km 
income  population;  the  scarcity  of  jobs,  lack  of  job  skills,  experience,  mobility 
or  proximity  to  jobs,  the  inadequate  health  care  or  the  inferior  educational  op- 
portunities What  it  can  do  is  to  provide  a  basic  level  of  income  maintenance  in 
a  manner  that  i*  far  more  efficient,  more  equitable,  Jess  demeaning,  and  less 
damaging  to  the  family  stability  arid  work  incentives  of  those  with  low  incomes 
than  the  present  system 
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TBI  n&sm  rmxxmAMS^HimUMs  o*  uEarmns 

Am  ro  Famw  with  Dertwocirr  Chhjmn 

tmtm 

total  benefits  — 
f7£t*ltao 

total  wwipir  mi  — 

12.6  mdboo  persons  / 
3.4  nwfiion  famines 
^  it  if  estimated  that 

7$%  of  «JI  eligible  persons  participate  mi  (fm  program 
91*  of  all  ebgtbk  female  Heads  of  famjlic*  participate 
37*  <{  all  families  eligible  for  A  FIX  M?P  fui  tkripate 

F<mm>  Sr*Mr> 

hi  :  :  i 

tirf,il  UftchU  - 

$2,2  hilltufi  (Immiu*  value  o<  lutxl  stomps) 
luul  recipients  —  ^ 

13,1  million  persom 

it  is  estimated  that  as  of  2/74  between  37  ;in&1.39  million  persons  would  he 
eligible  for  f<M*i  stamp*  and  that  26  million  who  were  eligible  would 
not  be  participating  in  the  program 

in  fiscal  1974 

total  recipients  (estimated)  - 
5,3  million 

total  expenditure  - 
$23  billion 

EMftftCftffCY  Assistance 

a*of8/73 

total  .recipients  - 
17,882  families 


MffOfCAlD 

as  o/5/73 

total  beneficiaries  - 
7 A  million  persons 
during  fiscal  1973 

Medicaid  serviced  a  total  of 
23.5  million  persons 
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matl/73 


tit  ^ 
1 ,7  mWbr  dimbfod  p€S**0nS 
*  fiscal  1973 

tDUl  redpiPHU  of  bospstaj  services  - 

47mflBoo 
total  reosjriavi  of  doctors'  services- 


Ou>  Ac*  Stmvmms  aw  DwAmrrr  Iimnuwc* 
as  of  9/73 

toial  recipients  of  OA  I  benefits  - 

I$9r**U»oo 
total  rectpM*ntf  of  SI  benefits  - 

7  million 
total  ffxipfrnt*  ol  Di  benefits  — 
3.4  million 
in  fiscal  1974 

.      total  OASDHf  es|Kndftures  - 
1  $98,5  b&iofl 

R*n  *oao  Retirement,  Disability  aso  Sc<fivivo*s  Benefits 
as  of  9/73 

total  beneficiaries  —  * 

• 

FcfWHAL  A*tt>  St/fTt  UnKMPLOTmINT  IWUfttfCE  BEKEfTTS 

as  oi  7/73 

total  recspirnti  — 

1.3  million  proem  ^  V 

in  fiscal  1974 

total  e^prmljt'urrs  — 
«23bilUonA 
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SUMMARY 


Twenty-three  million  j  in  the  United  State*  today  live  in  famines  with 
incomes  below  the  poverty  lev*...  There  are  more  than  UK)  fcdcra'ly  funded  pro- 
gr  urn  now  in  operation  which  arc  aimed  at  reducing  |x»vcrty.  These  programs 
dispense  both  cash  and  in  kir,  benefits  (such  as  r.ood  stamps,  housing  and 
medical  care  t 

But  all  the  programs  together  succeed  in  raising  less  than  oik  half  these 
families  above  the  poverty  I  eve!  In  addition,  many  of  the  present  programs  are 
deigned  in  such  a  way  that  they  are  unnecessarily  costly  and  complex  to  *d* 
mimstcr.  inequitable  and  demeaning  in  their  treatment  of  the  poor,  ami  may 
even  produce  serious  work  disincentives  for  the  low  income  {Herniation. 

The  Nil,  is  proposing  major  overhaul  of  the  entire  income  maintenance 
system.  Aitliough  iik  rciiicutal  changes  and  ufiprovi  mcnU  base  liecn  made  ami 
tan  Ik'  made  m  the  present  programs,  there  h  a  dear  need  for  reform  of  tlx* 
sVsfcin  as  a  ultole. 

What  is  pie  sen  ted  here  is  a  broad  outline  of  tin-  kind  of  program  we  would 
like  to  mx'  implemented  iss  tile  long  range.  Of  all  the  various  alternatives  to  nV 
present  system  of  income  maintenance  m  this  country .  the  oik*  which  best  ful 
fills  ttie  goals  *    tin*  NL:L  is  the  universal  refundable  Credit  Income  Tax. 

This  pi*v»  *m  involves  a  merger  of  tin*  welfare  system  and  the  tax  system. 
Under  the  CAT  each  person  in  the  country  receives  a  basic  yearly  grant  (or  tax 
credit)  from  the  govemr  nt.  Each  person  files  a  tax  r  4  turn  feven  those  with 
no  income  I .  All  income  is  taxed  initially  at  a  single  |ti  .mary  tan;  rate.  The  actual 
ta^es  a  person  pays  are  the  difference  between  tin*  tax  credit  lie  gets  and  tin- 
primary  taxes  be  j>ays  (primary  taxes       income  x  primary  tax  rate) 

If  a  person  has  no  income,  the  primary  taxes  equal  /no,  tin-  person  keeps  the 
tax  credit  and,  m  effect,  reoer  ?s  a  transfer  from  tin-  government.  This  transfer 
payment  would  go  to  all  persons  with  no  income  as  a  matter  of  right  and  would 
replace  most  of  the  present  welfare  iK-nefits. 

As  a  person's  income  rose,  the  amount  of  primary  taxes  to  \h'  paid  would 
rise  and  the  net  amount  of  tin-  transfer  payment  received  would  decline.  This 
would  go  on  until -at  some  level  of  income  deemed  sufficient -the  person's 
primary  taxes 'would  equal  the  tax  credit.  In  cffeit,  tin-  jwrson  would  then  juy 
no  taxes  and  receive  no  transfer, 

Above  this-hreakeven-iriromc  level,  people  in  effect  pay  positive  taxes 
much  as  they  do  now  and  the  average  effective  tax  rate  would  rise  as  income  rose. 

The  important  point  about  the  CAT  is  that  it  is  umsersal-cvcryonc  files  a 
tax  return,  cveryo«ie  gets  a  tax  credit,  and  everyone,  with  anv  income  at  all,  pays 
primary  taxes.  There  would  be  no  means  test  (other  than  the  declaration  of  in- 
come  on  the  tax  return),  no  work  conditioning  ami  no  intcria  for  eligibility 
other  than  a  purely  economic  one.  to  qualify  for  a  transit  i  one  must  have  a  low 
income  or  no  income  at  all. 
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The.  poor  would  not  Ixr  sfignutuetl  or  segregated  from  the  rest  of  the 
population  and  the  trnnemious  wa>tc  and  inefficiency  of  the  vast,  explicated 
and  poorly  coordinated  array  of  |>resent  programs  would  be  eliminated 

It  has  been  estimated  that  the  CIT  could  reduce  the  number  of  poor  families 
in  this  country  by  as  much  as  80*  ( the  present  programs  reduce  it  by  47% )  With 
broadening  of  the  tax  base  through  partial  tax  reform  (elimination  of  some  of 
rprtTflL  IKMI^s^ntUl  ***tw»  <*nd  efccmjKioiis  from  taxable  income!,  tin 
CJr -which  amounts  to  a  national  minimum  income  guarantee-could  fie  fi 
nanced  without  a  great  increase  over  the  cost  of  tin*  present  programs  which 
it  would  replace 

The  JIT  would  op-rare  hi  conjunction  with  the  income  security  piograms 
which  currently  exist  (stub  as  OASDI  a»;d  UIB), 

IV  CI  ♦  (or  for  that  mutter  any  intone  niaintenaiue  program  I  cannot  cute 
the  basic  proUcnis  if  tlk-  low  iikihim'  population  the  scarcity  of  join,  lack  of 
job  skills,  cft|*peii<  e,  mobility  ot  proximity  to  jobs,  the  inadequate  health  care 
or  (lie  interior  educational  np|»nrtimitics  What  it  .an  Jo  is  to  provide  a  bask 
level  of  iiw-ojiH-  iru'iitc-nancc  m  a  maiiiier  that  is  far  more  efficient,  more  eqmt 
able,  less  demeaning  and  less  <lamat;.i.-  to  the  f.nmiv  stability  and  work  incen- 
tives  of  those  with  low  incomes  than  the  present  %>steiu 
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S'nce  the  Credit  Income  Taw  involves  changes  m  both  the  tax  and  transfer  systems 
of  this  country,  its  costs  cannot  be  assessed  in  the  way  one  usually  assesses  the  cost 
of  e  transfer  program  (the  amount  of  money  it  tnrnsfers  out  plus  the  ^ts  of  admin 
utratx*  i } . 

Because  of  the  diScuhies  associated  with  the  whole  question  of  what  is  meant 
by  cost  here,  we  shall  avoid  using  any  single  definition  of  it  and  simply  analyze- 
in  gross  terms-how  the  C.I.T.  might  work,  where  the  money  might  come  from  and 
where  it  would  go  in  comparison  with  the  present  tax  and  transfer  systems. 

Under  a  C  IT,  the  government  would  pay  out  to  each  person  in  the  country 
a  taxcredit.  This  is  the  total  grani  outlay  It  is  equal  to  the  amount  of  the  individual 
tax  credit  times  the  number  of  people  receiving  the  credit  Each  person  would  file 
a  tax  return  and  anyone  with  income  would  pay  taxes  back  to  the  government  This 
is  the  gross  tax  collection*,  ft  is  equal  to  the  tax  base  ( Amount  of  taxable  income) 
times  the  primary  tax  rate. 

H  is  important  to  understand  that  although  everyone  with  income  pays  some 
taxes  under  the  CM  T,,  in  reality  sill  taxpayers  under  the  bieakeven  point  (where 
taxes  paid  -  tax  credit  received}  are  in  fact  receiving  a  transfer  from  the  government 
and  those  over  the  breakeven  point  are  paying  positive  (axes  which  finance  the  system 
Under  the  present  tax  and  transfer  systems  the  govern*  >ent  transfers  large  amounts 
4>f  money  to  low  and  middle  income  |>er sons  and  the  levenues  to  finance  these  trans- 
frrs  come  from  the  positive  taxes  paid  by  those  with  taxable  incomes.  However,  at 
present  everyone  in  the  country  does  not  receive  a  tax  credit  and  many  people  with 
very  low  income  receive  no  transfers  at  all.  The  question  arises  as  to  how.  under  the 
C  f  T.  there  can  be  enough  revenue  to  cover  (he  enormous  cost  of  giving  this  tax  credit 
to  all  persons  with  incomes  below  the  breakeven  point  without  taxing  everyone 
above  it  at  prohibitively  high  rates.  This  is  possible  for  basically  three  reasons: 

( 1 )  the  savings  from  elimination  of  the  present  income  maintenance  pro- 
grams (AFLrC.  SSI,  etc  ) 

(2)  enlaigmg  the  it/e  of  the  tax  base  which  means  that  gross  tax  collec- 
tions would  bp  greater  than  under  the  present  system,  and 

(3>  administrative  savings  resulting  from  simplified  (ai  collections  (income 
could  be  taxed  at  its  source)  and  simplified  administration  of  the 
transfer  system   (no  mnre  three-tiered,  city  state,  federal  welfare 
programs,  no  more  costly  eligibility  investigations  .etc.). 
One  importaiK  assomptKm  which  we  are  making  here  is  that  the  system  must 
be  "self-financing"  m  the  sense  that  the  revenues  collected  by  the  government  must 
cover  the  roft  >t  the  total  grjnr  outlay  plus  at  least  as  much  res  rime  to  finance  other 
government  programs  and  activities  as  there  is  undet  the  piesen*  la*  systrm 
We  outlined  four  possible  plan*  for  the  C  I  T  on  page  1 1    TIk-  plans  differ  as  to  the 
amount  of  the  tax  credit  and  who  would  receive  it  What  follows  is  a  summary  of  Ben 
Okner's  analysis  of  the  relative  "costs"  of  each  of  these  plans  in  terms  of: 

(A)  total  grim/  outlay     amount  of  the  individual  tax  credit  X  the  eli- 
gible population 

(Bj  &uss  tax  collections     this  u  (A)  plus  (I>).  it  is  also  equal  to  the 

lx>e  of  taxable  income  X  the  primary  tax  rate 

(O  cost  itf  present  welfare  rmgramr     this    is    the    amount  currently 

spent  by  the  Federal  government 
on  progiams  which  the  C.I.T. 
would  replace 

( D)  revenue  ft*  all  other  government  programs      this  is  the  total  amount 

now  collected  by  the 
Federal  Government  in 
personal  income  tax 
revenues,  minus  (C) 

tfrffti 
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Under  each  of  che*c  lour  'J. I  T.  plans  we  are  assuming  that: 

(A)  +  (D)  must  equa:  (B)  ' 

and  that  ' 

(B)  -■  the  base  of  taxable  income  under  partial  or  comprehensive  reform 

of  taxes  x  primary  tax  rate. 
There  are  two  very  important  sources  of  savings  under  the  C  I  T.  which  are  not 
included  in  this  analysis  because  of  the  difficulty  involved  in  estimating  them; 

( 1)  the  administrative  savings  involved  in  tax  collections  under  the  C.IT., 
and 

(2)  the  savings  to  the  state  and  local  governments  in  grants  and  admin- 
istrative costs  associated  with  the  present  income  maintenance  pro- 
grams which  rr  ght  he  eliminated  under  a  CJ.T.  At  present  the  state 
and  local  governments  spend  approximately  $21.3  billion  per  year 
on  these  programs. 

Table  I  shows  htm  the  costs  of  the  C.t.T  vary  under  each  of  the  four  plans  as 
set  forth  by  Okner  based  or  1970  d^'a, 


TABLh  I 


Gross  Cost  Estimates  ol  tfce  Foot  C .IX  ft**9 

(i))  Cost  of  present  programs       $7  >  billion 

(D)  hVvcniK'  for  «dl  other  government  piogfjiu*       $7ti  3  b»Mion 
(il)  and  (D)  remain  ti>mtaut  for  all  bmr  <  -  I  T  jiLiis 

Plan  (A)  Tax  Chliht  or  $1500  to  Ai  i  Aihi.ts 
(A)  Total  grant  mitlat       $11*4.3  billion 
(H;  (»n»s  lax  t-ollcition*  mjtmed      $27<>  (>  InWunt 

12  Hi  under  partial  tax  reform1 
Primary  lax  ral<*      w  .>f  urK^f  t„imppe|>en*ivt-  lax  rcfoinr 

Plan  <B)  Tax  Ckmmt  or  $1100  ro  All  Alk  lis  sm>  $300  zn  Ai  l  I'm  loafs 

(A)  Total  grant  outlay      $215.-*  hdhoti 

( H  i  Cross  tax  ttrflcctious  required      $2^1  7  billion 

46  If  under  partial  tax  reform 
Primary  las  ralr      42.2%  uiukr  enmpreheii<»it<*  tax  leform 

Plan  (<  i  Act  rW.LAtr.n  Tax  CmviT 

(fft  +  -  llfttffl,  55-64-11200.  |H  54 -$1000,  N  17  $400,  0  H  -$200; 
<A>  Tofal  grant  otitlav      $15*  4  billion 

(B)  Oross  tux  eollevtiom  rcijinred      $2.14  7  hi  11  urn 

37. If  under  partial  tix  reform 
Primary  U*  rate      j4  (^  umje.f  ^^.l^i^^.  <4i  reform 

Plan  (O)  Tax  Crkwt  Bassoon  Family  Six* 

(First  2  persons  in  family  get  $1250  ea<h.  3ru  and  4th  $750  each,  5fh  and  8th 
$501)  each,  all  others  Ret  $250  each) 

(A)  Total  giant  outlay      $200.7  billion 

(B)  (Jross  fax  eolleetions  required      $277.0  billion 

*  43. H$  under  partial  fax  reform 

Pi  unary  tj*  rate      ^  ^  under  comprehensive  U%  reform 
AM  ol  the  aftove  estimates  are  ha%ed  on  1^70  d  Ij  or*  tjxfs,  population  jikI  program 
onst<. 
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Und^r  Plan  <C)  which  givo  tin  |oucst  level  of  tax  credit*,  the  total  grant  out 
by  of  1 156.4  billion  is  the  smallest  of  any  o*  the  plan*  and  Plan  <  B)  with  the  most 
generous  tax  credits  ha*  therefor*-  the  largest  total  grant,  outlay,  $213.4  bdbon. 

The  Rrw  tax  collections  rc<|t*ued  under  each  plan  is  simply  (A)  the  total  grant 
outlay  plus  (D)  thr  $70.3  Mhon  rawed  by  the  present  iax  systems  for  alt  of  Iter  gov 
ernrnem  programs* 

The  gross  tax  collections  required  vary  as  the  total  grant  outlay  varies.  Under 
Plan  (B),  the  roost  generous  plan,  the  government  would  have  to  collect  $291.7 
i  u       J|HTSOfw1  iwcufiH'  taxes  in  nrijcr  to  pay  for  the  tax  credit  of  $1500  to  all 
aduk*  and  $300  to  all  chiMu*u  and  still  have  fund*  kit  for  other  government  pro 
grams.  Under  Plan  (C).  tin-  clicaprst  plan  with  the  Uvi~t  lax  credit,  gross  tax  col 
lections  would  have  to  f«*  $234  7  hihVm 

These-  figures  ran  be  misleading  howcvci  d  it  is  im  cleat  Iv  understood  what 
the  terms  total  want  tmtfay  imI  <ros*  *dx  t  ectum*  re/urn  d  actually  include.  7ofu7 
gr«nl  outlay  is  in  no  sense  umipaiahle  with  the  4i>*t*  »\  irtc.piisciit  mciHiic  inamte 
nanet*  programs  because  it  mcluuc*  all  tfk*  tan.  credit*  p.iid  out  to  people  at  the 
breakeven  point  and  higbci   pc<ii>|,    who  m  jHn.iiih    ri  f uihl  their  tax  credit 

to  tin*  government  m  the  looes  the*  pat  Kscn  iteopk  |H.|ow  ,|H.  brcaki  ven  income 
ktel  Hill  U  iiloiilnu:  p.iit  of  thin  t.i%  ir.dil  t.-  (he  ^-MihtiMiit  mile**  tiny  have  no 
income  .it  .ill  aiMl  pas  mi  ',,ses  then-Jon  The  toiupjiahlc  pit  m  '  ,tj\  ^rant  outlay 
wihiUI  1^'  the  cost*  ol  .ill  the  iiiMimr  nuiutefi  'ine  proems  plus  the  tcrtiil  amount 
of  the  present  |hi\oii.iI  exemptions  and  staitdaid  dcilm  tmu*  included  m  the  tax  sys 
tern,  pins  .ill  the  of  fin  exemptions  dcdui  t»ms  houi  t.oable  iruifflic  which  wire 
eai In  i  iltst  i»sv4  d 

Imluilcd  tr  out  pioposal  loi  a  i  ledif  luniuie  f  ax  is  tlx-  assumption  th.it  it 
would  fw  atcompanicd  with  some  rueasmc  of  fa*  lelorm  As  mentioned  earlier  l.i* 
reform  would  increase  tin*  si/e  <.|  the  tax  base  .ind  would  ..fii..n'n  otiar  things, 
laeihtjte  ailfiimistratinii  ol  llw  (  I  T    As  (h<    (ujuo  s  ..h  I   show  llHv  two 

elements  work  logi-trttt  the  |iion.if%  t.ts  r.it.-  iud  lh.  m/i  .»f  the  t.ix  base  With 
gieatei  t.i%  rrhuui  .md  .i  f.iM^/Xis  Imm  the  prifiuis  t.,s  ».<(<  v«  '  '  i.ills  With  ks* 
t.ix  fihum  JIM  I  a  sm.ilj<'i  t  .fx  base  higher  pinnai%  t.s  Mtr  in  hi«ded  l<  iaix  the 
Korts  tax  (olle«tiotis  n  <|uiird 

l^  i*  OklM  i  I<*i4ti-d  .it  |tv<»  .ilt*  im  it  s*  f  ,x  r*  li.t  in  p|  j».,,ti  ti  ,hkI  uMiipiehelisisi* 
B*»th  paifial  .iimI  mhii|Hi  \tt  ii%»sf  I.m  ubfim  uould  pi..vnl.  .,  l.i-n  h.iv*-  <»t  t.«\ali?t« 
Hiomie  thin  rsislv  imifci  tU'  pr.-#  hi  Ukk  s  0J(-  ^ .  tirju*  U  riMn  plan  vv^nKI  ruLff(r 
this  base  by  .lUnit  )  Tli«-  pattn  tiLo  i  veiupth.nv  di-dm  ti*nrs  mil  prefcirnce;  «lm  b 
are  elumratiil  ifikh  < Tiki's  irhnni  pl.ms  in  n,  t  nn<ss<nk  tin  sjH*ih<  oiks  %^hfcb 

Hh«  NCfL  wiMikl  like  to  si-v  ehiniii.ited  .mil  theifbin   ..in   must   •  iuf»ei  ill  /Iffoking 

it  tlx-  i-stniLite*  on  I  I  of  <U  t  nm.os  |.*s  i.ih  *  ikm^hi  to  hrf.mce  e.wii  of 

the  |Maiiv  that  tlrv-  t.ix  lati-s  are  basi'd  on  tin  . ma  of  tl„  t  .s.d.K  nmum  lust-  &n  n 
a  fywri^e  s^f  of  tot  rt  ftnms  ft  o<n-  w«i<<  t..  riitf»h|i'  nti>ie  isfiosne  t.ix  h  bum 
me  asures  than  Oki«  i\.  the  si/..  o{  f|,(.  t  *s  |M%e  would  In  l.n  *  i  o.-l  the  primal  |.ix 
i«ite  |.fV*er  Less  exfetiMXr  irhtim  U"old  uuii  Mse  rhe  b  v « !  a\  l\n  piutiars  tas  i.iles 
In  jm\  imm-  tin-  p.ofi.il  .md  <.hii|<iv!m  h>«m  u-biim  pl.mt  mm  !  In  (rknii  s<  isi  .is 
useful  ^  ii/le*  (or  rvhm.ifini:  tin-  os.  i.dl  i.Ms  ol  tli«  <  I  I  |'fM-  ,((lo.t!  uhiriu  inrasnie* 
arr  s|telU*d  '»uf  in  di  tafl  in  Hi  boons  I  .tod  2 

The  h'guies  on  Tahli-  I  diow  tlul  under  tin-  must  #  |tn.<u«  pl.m  <  flan  tl« 
primary  tax  late  would  U-  ground  p<  .Vith  paili.il  t  is  rebuilt  tthifc  ui«lei  <om 
Vfiheosoi-  feforru,  uhnh  uie.uis  ,<  laigii  t,i\  base.  tlM  Ux  i.ifi  inpiired  to  fiil.ime 
tla*  system  diop>  to  42  21.  VihUi  Plan  id,  f|H'  cbe.ijM  st  plan,  thr  primary  tas  late 
wmikl  lie  37  i*  is  Mb  partial  retonn  and  around  3|  iU  t:is.u  <  oiuptehi-usive  r^bffui 
M.  as  suggested  rarlier.  a  suitax  vsnr  to  lie  mtr imIik  «  J  ut»  incomes  over  a  lettaiii 
l^vi  l  for  example  >t  escrsoiN'  uifb  inco^ue  o\n  $J0.(Kh»  jn  t  srar  mi  ti<  to  pay  a  \(fi 
Mirchargr  fins  would  loss  it  tb*-  lex  el  ol  flu  primal  %  Ik  iaii  omd  f  <  ;j  tin  sistriii  ^ 
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a  whole,  tliat  is,  the  ta*  rate  at  which  all  other  incnnie  was  t*u-d, 

It  is  import  at^towider  stand  that  tlic  pi  unary  u*  rates  listed  on  TaWe  I  art* 
not  the  actual  ratcsliF'WHch  everyone's  income  wot!  Id  cgecttvety  be  taxed,  and  can- 
not therehire  be  compared  with  trs*  present  structure  of  Us  rates  Hi  this  country. 
This  Has  explained  in  greater  detail  and  the  figures  on  Table  II,  page  13,  to  show  bow 
im:ler  a  CM  T.  plan  with  a  primary  tax  rate  of  40%.  the  average  effective  tax  rate  which 
individual  families  face  rises  js  m<\>me  rises.  A  two  person  family,  getting  tax  credits 
of  $1000  |*r  person,  laces  an  av<*ragc  "tfeetive  t«\  rate  of  20f  if  their  income  is  $  10,000 
jhi  vear  and  ote*  of  29%  if  their  income  is  $18,000  pei  ye  jr.  even  though  tlie  pi  unary 
tax  rate  is  set  at  40%. 

The  redistnbutive  impact  of  tlicse  ftHii  ('.11  plans  wilt  now  be  ejummed  and 
compared  with  the  way  the  present  ta*  ami  transfer  systems  redistribute  income 
in  this  country. 

Table  II  is  based  on  Okner's  estimates  of  tin*  redistribute?  effects  of  the  lour 
plans.'  Column  1  sImfws  what  share  of  Mai  income  i>  levrivcd  by:  each  l/5th  (<|imr 
file)  of  the  |**pnlatron  in  this  lOtiufiv  liefore  I  axes  and  transfers  T!>e  ienns,  lowest 
I  Mh,  second  I  .r>th,  etc  ,  refer  to  an  artificial  division  of  (Ik*  population  into  five 
groups  de|K'inlni^  on  the  relative  level  of  their  income.  It  is  as  though  we  lined  up 
the  whole  population  and  tanked  them  h\  income  from  lowest  to  highest  and  flien 
divided  ihem  into  five  equal  si/«il  groups  U  income  were  evenly  distributed  each 
Hioup  ( '.vim  h  contains  2Xti  <ri  tin*  {*'pulatinu)  would  receive  ZW  of  total  income. 
In  fact,  as  'I  able  11  indicates  (his  is  not  tin  case  , 

In  'iilinnn  I  we  see  that  the  l«m#*l  I  *»||i  iciritcd  onlv  I  H%  of  total  prc-ta* 
anil  transfer  niioiue  m  I'JTO  IIk'  pn  sent  sisfem  u\  taws  and  transfers  increased  the 
share  of  tins  lowest  ipimtilc  to  *V24Jtf  {column  1)  t  ohiiims  3,  4.  5,  ami  ft  show  the 
shaie  this  lowest  £toup  would  ha\e  ended  op  with  iindci  (Ik*  Uir  ('IT  plans.  This 
ranges  from  f>7of  (Flan  l>)  to  7o|?  i  H.in  Bi.  of  t*rtal  income  after  fin-  ta*  credit* 
were  paid  out  and  the  taxes  collected 

It  can  fx  seen  from  Table  fl  that  the  wiimd  lowest  I  -"Vth  of  tlu*  |N»pulatiou 
and  tin1  thud  lowest  I  ~>th  would  also  *  aid  up  vsith  a  laigei  shale  of  income  uudei 
the  futn  ("IT.  plans  than  tlie\  do  nndei  the  po'v-nf  >\  stem.  The  fourth  (pontile 
l  f|te  ui«»up  \\it\t  tlx  sc<ond  lustiest  incomes)  would  hot  ctjH'Hcuce  modi  clung* 
under  any  of  these  f<<ur  ("IT  plans  1  In  \  preseulU  get  23  27 'J  of  pre  tat  and  transfer 
income  aird  would  get  bunt  22       tu  J'lJl'l  uicUi  tin*  (   l  i  s 

tabu:  n 

Tbe  Redwtr*trti>e  Inpact  of  tbe  hour  CJX  Plan* 
Compared  *Uh  tkc  Prrjval  Sysiecss 


Sht  re 

K'*r 
7'ui  Jrw/ 

Shuts 

lamest 

1  »th 

1  HO* 

SettMKl 

1  ith 

H  H4 

Tlmd  1 

'>th 

MoT 

N  07 

KoiKth 

1  ->th 

27 

Highest 

1  %fh 

47  r^  i 

t. 

l^rf 

s/wjfe  .«/  ttntirm%  AfU*r  Tatt^  ami 
Trumft'ff  I  luier  C  I  T  Plan 


ICi 

<l>) 

<•  'HI 

7  ON 

6.75H 

6  7(H 

10  "irt 

hi  76 

10  1^ 

10  54 

lb  41 

1^77 

IH  4S 

HUH 

2.1  OS 

22li(^ 

23.24" 

4  $  r» 

42.47 

43  <>7 

KNr? 

too-/ 

1<m 

All  of  the  aU/\r  estlui.ites  an  based  on  |4<70  tf.it a  ai«l  «mi  a  loiliptelHibsnc  tali  lefofill 
base  Utt  i)\<-  foiu  ( '  I  T.  plans 
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fZ  1-    "Trr  I*  Ml  »*h     M.ull-r  »»uu-  ol  total 

thry  chJ  up  w.th  47.63%  and  undrf  tlw  (  I  T/,  th*>  «.„,M  B,t  ho,„  to  43  3W 

o<  tot^l  moony. 

ir  .J^x'  "  b*trd  W'  *w  <>  no  s«,«4%  .m.  I,.ghrr  mwrnH-v 

If  the  CIT.  wcr,  acoo,npa.u«i  |,y  »uth  -  su/ia*.  th.s  m**  „„  a  s,nall«  vImi. 

«fpi*t  fax  ox,*,*-  for  , ho*.  ,n  thr  top  .,„,„t,|«  Whul.  .„„„«,!,  „  aHertcd  *o»ld 

rcdjx-e  tr*  «h*r,  <rf  only  thr  top  I  *h  and  ,„,>  wooM  a  I  ,  pri.iwry  ta»  tat. 

to  t*  -ppltrd  to  the  OKvnw  ol  rvrr><Wr  Muw  il„-  «„ta,  I.  wi  and  «»L  „u«„tl> 

i     ^f*  U,V  •»"•«"•  f<"  »'•        .|««.liU  Ul  I,,-  Irvrl  ol  tho 

1*'         VT?*  ~        mi,kr  *•■  •y4f*"tn  ,hj'  '         t""«' '•»»»«.    I..  .4lur 

words,  it  would  do  more  toward  equalizing  tl„.  «Jisoil..iti„n  ,,(  ,;„„,„,. 

/o.      r?7«»in"«  <  I  T.  plain.  (>,«•  rMniu.   |,|,!(.  ||  ,,,,„ 

<B|  would  rfat  the  la:**!  a.noo.,1  ol  ,i,omi,  r.^sl,,!,,,,,,,,,  „   |(|  ,mr,Jw.  „.,, 

ftww  of  the  bottom  .,umtil<-,  ,„,,„  Jnv  „{  ,|K.  „,|„.,  „„,,     ,  |(%  lm)  H(>|(||,  |Jr  . 

crra*  rt*f  »h*r*  of  thr  top  ^.....tlLs  .nor.-    I'l.o.s  ;C     ,,„|  ,„.  ,|K.  ,„,s(  ,„„ 

grrnivr  Tahl«-  Ill  >|,ow>  !(«•  i«hstnl«ilioii..l  nop...)  ot  ,(„•  ,        <  I  I        ,ls  ,„  .t||ls 

of  iih-  ,Hrcv.it  thaiiK.-  w  (!•.•  sh.Mv  held  U  v*h  ,v„ut,U-  ,tu,U  t  .•„!,  ,, 


TAW.K  III 


rmraf  CfcMgr  in  Skarcv  of  lotal  Income  Held  t»  f  «ch  Qniatiic 
Met  T»%es  mmd  Tnnshn  t  odrr  (be  Four  C'.l.T.  Plans 


t  Hi 

SeinwiJ  1  ">ffi 

*  _'n 

f  1 1 

Ttiird  1  Sch 

*  s 

*  in 

Fotrrfli  1  rich 

f 

1 

*> 

■  I .  ♦  1-1 

.     "i  .  |M 

-  I*    rli.ni    "1  > 

In 

wieif  iKt-  Ui  *>M<»»i  in  this  uMififn  m  f..  U-  ^..li^.tt.j  ,f ,  c-il  r«Mii< 

t*aj*n«!  pf^Mf-nn  As  llir  ir^V  <|ii*  sli^r*  b-lff  l.i  U-  Ul  hI..»I  nln,l 

wHl  tbr  rrdnlrilMrtKwi  of  imnnu-  .is  fl,sM;»N(f  ,.|,i„.„.,ff     ,  ,c,hl<(.  r|M.  flM 

of  poverty/ 

Obvumsly  IK^  nrw.n-  d  r  I  J  ,,l.,n  fnl.stnlH.t*  s  fl„  „„„  h  „h  ,|I  (N<.  iU  f|K.  (||,lK,( 
quinti*t5  to  ilKHt-  in        I.,wi7  i|umlil<  v  ttn  imirr  <     t  tt\,  if  „  ih  *  Immuf,.^  |n,V4-ilv 

eitrnt  to  whuh  r4ch  ^  trn*^  four  ("IT  p|JM>  .nU.  «!,<.  (m.i,iU-,  ol  |jni,!us 

with  port  U%  did  iransle-r  iik^ok>>  tnloM  thv  |m>vmIv  Irv.l  <  L.nl,  j||  <IM„  p]jn> 
woukj  havr  4  tremfiiJoiis  iifi|U4i   Tin-  \>t*  u  ut  s\*u  u,   .it  l^-H   ir,^  0<  ^jj 

Umilicf  tx-low  ih*.  pnvrrty  li-v.l  ol  tuumu    I  mJ-i  (  I  J    ,,1,1,  ,  h  most  K«'iiri.ii» 

o/  tU  Ichii  Pl^-onU  2  7*  ol  ,11  lunnlirs  ...  th<   <  us   s  M  h-„mii,  U-|<(U  <>(<. 

poverty  level  of  im^mie  jfter  «4*<-s  4n<l  'rjnslns 
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TABLE  IV 

*t  Vmm  CJ.T.  rUm  WmM  Rc*k*  *e  taker  awl  rtRHt  «f 
FMriMct  wifk       T**  bcNm  Brtuw  At  F^wfy  Lett! 


(A) 


C.I  r  f  LAN 
(B)  (C) 


Total  number  of  poor  families 

after  taxes      9  0  mUbon      2  2  mlllKMt      1  8  million      2,7  million      1  8  million 

Percent  of  all  f  amines  below 
poverty  level 

after  taxes        13  5*  3.2*  2.7*  4,0*  2,8* 

Tbe  Above  estimate*  are  b**eo  on  WO  dmu 

finally,  we  will  look  at  Okner's  comparison  of  the  redistribution  of  income  under 
the  io\%<  C  I  T.  plans  with  the  way  it  is  currently  redistributed  by  income  class.  These 
estimates  are  also  based  on  1970  data  and  are  listed  on  Table  V.  On  line  1  we  see 
that  those  with  incomes  under  $3000  in  1970  h*d  their  incomes  increased  by  181.  U* 
by  the  tax  and  transfer  system,  CJ.T.  Plan  (A)  had  it  been  in  effect  would  hasy* 
increased  their  incomes  by  27l*t  Plan  (C)  by  257*  and  Plan  (D)  by  254*.  Line  2 
shows  that  those  in  the  13000  to  $5000  category  of  income  were  also  net  gainers 
under  the  present  system  which  raised  their  income  by  13T.8*  in  1970.  AM  four  CJ.T. 
Plans  would  increase  the  incomes  of  this  group  by  a  larger  percentage.  Those  with 
incomes  from  $5000  to  $10,000  in  1970  effectively  paid  2.4*  in  taxes  ((heir  income 
was  reduced  under  the  present  system),  Continuing  on  tine  3  we  see  that  all  four 
f\I.T,  plans  would  transfer  income  to  those  in  this  group  raa£cr  than  taxing  th<*m. 
Those  above  the  $10,000  level  of  income,  on  line  4t  become  net  taxpayers  under  all 
four  (M  T,  plans  The  effective  rate  listed  on  Table  V  for  each  income  class  and  for 
each  Plan  rs\  in  fact,  the  average  effective  rate  at  whkh  persons  in  that  income  class 
would  be  taxed  If  it  is  listed  at  a  negative  rate  ihkr  181  1  on  bue  one  under  Present 
System)  this  means  that  persons  in  this  income  class  receive  a  net  transfer  (rum  the 
government— effectively  a  negative  tax.  When  the  rate  is  positive  (no  minus  sign') 
the  people  in  thi*  uK?>mc  class  pay  positive  taxes  to  the  government. 
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TABbK  V 

*****  *******  J"0**?"  *  UKmam  Vm**  Tn  mi  Tmrfer 

(•  negative  HFrtfivr  Us  r*r  okm,,'*  pc^  m  th«  ci*.  wmw  a  trailer) 
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'  U(i 
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31  3 

Under  $300  pt  y%, 
13000-15000  . 
$5000  $10,000 

$l0.000$| 

$lr>,000.  $20,0<H> 
$2».{M*f  $.!\<k*> 

$'A>iHHI  ^  1 1  Hi  (H  Hi 
$IOO.IIOO-$*tOO.<MNJ 


All  of  the  pmrdm*  nM  4iKl  MxJistrilHiiiun.il  jii,jm<  <  « ->tHiMl^  were  done  by 
Hen  Okner  m  IU73  fused  cm  Uk(  pojmLtMm  4f*l  HkW  troui  1970  It  was  not 
possible  m  this  sHrdy  to  tolly  u|>d.nV  iin^t  of  tb*-#e  otniMt^  Jim-  to  tne  uxw  of  thjs 
project  and  the  uojv,nm>ilitf  (rf  iimmv  ie<iiii  <Ja(j 

Ofcner  did  inukc  some  jHo»eet»>fi«  io/*l<J75  ami  |b<>^-  «i.  pH"**iil<x1  on  Table  VI 
Rised  an  hi*  c«pe<1.iti'«i  <rt  an  nuiasc  „,  fbe  cml  of  living.  (*,„.,  i:Kf<M««J  the 
amount  U  'he  u*  itedit  j«,  $I7*>0  r«>r  ^.mIhIi  mh\  $.150  f«*  j  fluid  <  hVviscd  Plan  H) 
Th»  corresponds  to  roughly  Wtf  <rf  tlx  |w»w»f?  ntt-urnc         Uti  I*f75. 

Abo  on  Table  VI  art-  <h*  u|^f^t«tl  cMnn.it<^  <»|  trn  ot  a  <*1T  pLif 

with  *»100  U%  cte<l*s  Uw  rJW.|,  ^|4I|<  afl<|  $J%4>  {(k  r^  li  4  hitf  I  fn*  ^  Pkin  B  Au« 
ifWifcdjrhc  fi«U«^  m  thi»  iM«  uf  Tal»k  \'l  IumxJ  on  ^r,Ml  P/74  ifata  on  ickxiw 
tJWt*.  iwptdjtMm  And  costs  of  prr»ent  iikw  numti-naiHt'  pr^ruHM  W<r  inorrascif 
Oic  Amount  of  the  t«i«  <fcdit  in  ord*-i  t»  oVfiNMiUrjfr  th,it  ntn  omh  .  4  C  I  T  fvUn 

P—^1^  Fjw«y  ***        •mmwg  that       rrfofRi  takis  pl^v.  *4HiU  itiU  be  within 
of  «  rcAfombl?  levd  The  4Ctiwl  level  of  thev  ormwrv  t^rn  rates  under 
f»l  Augmented  are  based  on  Okner  s  estimates  of  tlw  the  base  oi  U» 

f^Jnoome  under  partial  and  JOmirebefMive  tax  reform  and  the  si/e  U  this  base  is 
imbaMy  larger  than  would  mxmtly  bt  the  case  lor  1974  As  suih.  the  primary  ta* 
ralef  listed  under  Plan  f  B)  AugnxrHol  arc  prnlubly  ilightlv  Uwt  iImh  tl»ey  woukl 
berf  calculated  on  the  actiMl  revised  m<™H  |uw  f<n  ;974  under  p*iiu\  and  com. 
prebensive  reform.  -> 
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TABWK  VI 

OUrr'i  Gt*m  C+«  Erffctti*  for  197$ 

Hfcvisu>  Pl*n  (  B)  T**  (  fitwr  or  $1754)  Ptn  Ainu  and  $350  Pm  Cmiui 

(A)  Tt*d  &ar*t  <wtktf      $281  MIkki 

(B)  (;ro>A  lax  itMcrtums  r*  quifcd      $408  htUton 

uhkh  thrC  IT  mndd  rrpfatr      $17  bfllxMi 
(I))  flrtvm*r  ft*  all  fHhtr  Ktwrnmrnt  prograttLs      $127  Inllioii 

(A)  (Bj 

#<jm'  <>/  (axaMt-  tiUiniu   tn  I^T")      $  ^7>  IuIImhi    <ijimI<-i  p.iitu!  miwmii) 

$1<M'  ImIIk'H   i  iiMiiri 

mhii|>i«'Ik-mmv«-  ft'ionn ) 
Primary  tax  rafts  wvdrd  to  41  VI  mi'lff  |mHi.«I  rrlomi 

fatnifu  f  >y\t<-m  IS  "»I  iff  it  li-f  <i>mpniN*MMvr  t.**  ft  ti*in 

Plan  (Hi  Ai  i,u»mm»         <  hi  5~<MN»  Pm»  Aim  i.i  inm  I IV>  Pm  < 

(A'  1  ftul  want  **utla*f%     Ml  I  l»illi.»fi 

<B)  (»"m>  Mt  i  ttttii  iwH>  rt  iftun  if      5  17*J  SH  Ifillitifi 

(<!)  C<i*f  of  outotw  ououti-oum  «■  /Jin*1       $Jt~>  *<>  wi 

(I))  Ht  ti  tnu  fur  other  mmTtiftirtit  ftntwanis      $V  I  M  billion 

A  Assuming  Okun's  I'sfifiMt*^  of         « ?t  t.i\Alr!c  imouim'  Imv  ,i>  alnivr 

r'rtrthuy  tax  rati'y  fordid  ft*  V»  V/  •  «r i « f «  i  « vinjui  lunsitc  Uk  fftwfih 

findrur  sy sti  ff i  \fy  it'S  Mini*  I  |mMmI  M'foilii 
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WELFARE  IS  THE  PROBLEM 


David  A  Stockman 


Every  session  of  Congress  in  the  past  decade  has  seen  the 
start  of  a  major  effort  to  revise  the  tangled  mass  of  transfer  payment 
programs  that  constitute  our  nation  s  welfare  system.  Each  of  these 
efforts,  including  the  one  begun  by  the  Carter  Administration  last 
year,  has  ended  in  a  stalemate  The  persistence  of  the  stalemate  is  all 
the  more  remark  able  in  light  of  a  ne;  universal  perception  of 
irremediable  flaws  in  the  existing  system  The  reasons  un&rlying  the 
rejection  of  such  disparate  approaches  as  the  Nixon  Administration  s 
Family  Assistance  Plan  and  the  Carter  Administration  s  Program  for 
Better  Jobs  and  Income  are  only  now  becoming  apparent 

Many  serious  watchers  of  the  welfare  reform  debate  on  Capitol 
Hill  hi*1*  ached  a  consensus  on  the  causes  of  the  Congressional 
statem  rn.s  view,  ably  articutated  by  Senator  Daniel  P.  Moymhan 
m  a  recent  article  in  TW6  JCUm  t*€  i*sti»v  ft  fop  sooo€co*o*uc  stuoks' 
hofds  that  comprehensive  welfare  reform  requires  so  many 
trade-offs  that  no  one  is  able  to  muster  the  political  sKilt  to  fashion  a 
compromise  acceptable  to  a  majority  of  the  competing  factions  Con- 
sider just  two  of  the  seemingly  irreconcilable  sets  of  conflicting 
goals  the  demands  of  state  offic  als  for  fiscal  rehef  vs  those  of  ad- 
vocates of  higher  benefit  levels  <nd  the  program  designers  quest  for 
administrative  simplicity  vs  effeciive  mechanisms  fcr  reducing  fraud 
and  abuse  Compromise  has  proven  impossible 

However  as  difficult  as  it  may  De  to  shape  a  politically  ac- 
ceptable formula  for  revision  of  the  welfare  system  the  real  obstacle 
to  change  is  more  fundamental,  The  legislative  log-jam  is  only  a 
political  overlay  masking  a  basic  policy  dilemma  that  is  :he  true 
source  of  the  stalemate 


Reproduced  with  the  permission  of  the  Journal  of  the 
Institute  for  Socioeconomic  Studies,  c  1978  fro* 
Journal  of  the  Institute  for  Socioeconomic  Studies, 
v.  3,  autumn  1978;  39-50. 
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A  breakthrough  m  this  policy  conundrum  may  be  in  the  offing, 
however  The  revival  of  margmahst  thinking  m  the  public  policy  arena 
offers  the  promise  of  an  Alexandrian  sundering  of  the  political 
Gordian  knot  Sudden  and  unexpected  Congressional  support  for  the 
Steiger  Amendment,  which  lowers  the  tax  on  income  from  capital 
gains,  and  the  gathering  momentum  of  the  Kemp-Roth  plan  for  a  30 
percent  cut  in  personal  income  tax  rates  indicate  a  renewed 
awareness  of  the  power  of  government  policies  to  shape  individual 
behavior  through  incentives  that  influence  decisions  on  the  margin 

Former  Wall  Street  Journal  editorial  writer  Jude  Wanmski  suc- 
cinctly described  the  margmalist  perspective  in  a  recent  book  bearing 
the  modest  title,  The  Way  the  World  Works- 

As  a  general  rule  of  the  economic  model,  the  only  way  a 
government  can  increase  production  is  by  making  work 
more  attractive  than  non- work...  The  statement  may  seem 
childishly  simple,  but  economists  frequently  argue  that 
when  individuals  are  taxed  more  they  will  work  harder  m 
order  to  attain  a  target  level  of  income  or  vysatth  These 
arguments  can  be  Supported  by  anecdotes,  but  cannot  be 
true  on  the  margin.  If  the  person  taxed  works  harder,  then  it 
follows  that  the  person  who  receives  the  tax  receipts  works 
fess.  and  there  ire  thus  neutral  effects  on  income.  Aft 
economists  agree,  though,  that  in  addition  to  an  "income" 
effect  there  is  a  "substitution"  effect,  and  that  clearly  a 
worker  substitutes  leisure  for  work  when  hts  tax  rate  is 
raised 

What  remains  to  oe  points  out  s  *n;i!  this  response  to  rvgh 
mjigmal  4ax  ^u^ijuoat  couimea  m  ,PP^r  .nrome  investors  or  up- 
wardly mobile  middle  income  c.t./e^s  There  is  little  >eascn  to  believe 
that  the  poor  respond  to  h»gn  mjfqmal  \$K  Mtes  -my  differently  than 
the  wealthy 

The  More  You  Tax,  The  Less  You  Cet 

■  Although  the  poor  ran  ,n  -  st  '-,:.r-<:es  Mi  c^t  a  Form  1040 
and  end  up  owing  the  IRS  only  a  !.n,  percentage  of  their  income  ~  if 
they  pay  any  tax  at  all  -  they  are  "^vertheiess  subject  to  marginal  tax 
rates  that  mau:h  or  even  exce#..J  mj-q .na!  rates  Uce6  by  our 
weafthiest  citizens  The  marginal  tax  ra?e  fa<:*<i  by  welfare  rectpients 
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results  from  the  combined  efiect  of  the  benefit  losses  and  income  tax 
liabilities  that  they  incur  when  they  increase  the.r  nt  i-welfare 
earnings  Under  the  current  AFOC-Food  Sta.np  program,  many 
weitare  recipients  face  a  marginal  tax  rate  of  70  percent  or  more  For 
every  dollar  gained  through  increased  work  effort,  they  lose  70  cents 
through  reduced  benefits  or  increased  income  tax  liability  At  certain 
income  levels,  the  marginal  rate  under  the  AFDC-U  program  (for 
families  that  include  an  unemployed  father)  exceeds  100  percent  - 
gaming  a  dollar  through  increased  worK  effort  leads  to  a  net  loss  m 
total  family  income  Faced  with  these  astoundmgly  high  marginal  tax 
rates,  the  welfare  recipient  has  come  forth  with  an  outpouring  of 
creative  effort  and  ingenuity  that  matches  or  even  surpasses  the 
Kaleidescope  of  tax-sheltered  investments  devised  by  the  wealthy 
The  difficulty  is  that  such  "tax  avoidance  by  welfare  recipients  is 
uniformly  counterproductive,  for  society  as  well  as  for  the  recipients 
themselves 

There  is  a  saying  that  goes  '  the  more  you  tax  something  the 
less  of  it  you  get  "  Nothing  could  more  aptly  describe  the  effect  of  the 
high  marginal  tax  rates  of  the  existing  welfare  system  on  the  work  ef- 
fort of  welfare  family  heads  Nor  is  the  impact  limited  to  work  effort 
alone  High  marginal  tax  rates  introduce  perverse  incentives  that 
erode  family  stability,  decrease  parental  responsibHity  and  en- 
courage welfare  fraud  among  the  beneficiary  popuianor  i"  short 
high  marginal  tax  rates  are  the  analytical  key  to  understanding  the 
whole  range  of  problems  associated  with  the  welfare  issue 

The  reduction  of  work  effort  is  un  jouDtedly  the  most  oovious 
effect  A  dramatic  example  is  provided  by  the  programs  m  which 
families  with  unemployed  fathers  receive  DeneMs  Jnder  such 
programs,  earned  income  in  excess  of  $360  per  year  is  taxed  at  a  rate 
of  67  percent  up  until  the  pomt  at  which  the  father  works  100  hours 
per  month  or  more  —  the  equivalent  of  a  half-time  joo  After  that  point 
the  family  <s  disqualified  from  further  assistance  payments  altogether  Doe 
to  this  absurd  provision,  a  family  in  .vhich  the  male  head  chooses  to 
accept  a  full-time  joo  at  the  same  wage  rate  as  the  prior  haiMime  job 
will  actually  suffer  a  net  decrease  m  ta*e-home  income  once  the  loss 
of  in-kmd  benefits  such  as  Medicaid  ant)  food  stamps  is  taken  into 
account  No  culture  of  poverty  is  necessary  to  explain  *hy  fathers 
of  such  families  decline  invitations  for  full-time  employment  Con- 
fronted with  this  negative  incentive  on  the  margin  the  male  head  of  a 
welfare  family  will  be  as  much  of  a   rational  economic  man   as  any 
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Wall  Street  banker  could  possiDly  be 


The  situation  is  equally  gr,m  for  female  family  heads  over  many 
income  ranges  of  the  regular  AFDC  program  A  welfare  mother  m  my 
home  state  of  Michigan  who  chooses  to  go  from  a  half-time  to  a  full- 
time  job  at  $3  00  per  hour  stands  to  reduce  family  income  by  better 
than  S47  00  per  month  _  a  marginal  tax  rate  of  117  percent' 

None  of  the  proposals  that  have  been  before  the  Congress  this 
year  resolve  th.s  problem  in  a  satisfactory  manner  The  incremental, 
approaches,  despite  expansions  of  the  earned  income  tax  credit  to  a 
wider  family  income  range,  only  reduce  the  marginal  tax  rate  from  the 
70-100  percent  range  to  a  more  modest  60-90  p.  cent  range  for  the 
ma,or,ty  of  welfare  recipients  The  response  of  »•  wealthy  to  such  tax 
rates  *  to  shield  their  , ncorne  from  taxation  r  ough  tax  preferences 
accounting  g.mm.cks.  and  non-taxable  compensation  Lacking  these 
mechanisms,  the  only  way  the  poor  can  sfv  .  j  income  ,s  to  conceal  ,t 

SIT  '"J?  "  'n  '0,m  °f  ,e'SUre  01  her  -on-measurabie.  non- 
taxable  benefits 

The  President  can  claim  w.th  some  ,ust,ce  to  have  sought  to 
end  the  work  disincentive  faced  by  welfare  recipients  at  the  lower  end 
of  the  income  scale  The  problem  with  the  Administration  welfare 
reform  pfan  was  that  it  went  after  th.s  goal  by  Orocdervng  the  income 
range  sub,ect  to  the  dis.ncentive-pr oduc-ng  high  marginal  tax  rates  of 
the  present  welfare  system  In  effect  the  President  proposed  that  we 
export  these  high  marginal  rates  to  the  middle  class 

The  pnmary  cause  of  the  highly  undesireabie  export  was  the 
exemption  ,„  the  Administration  plan  of  the  first  $3  800 Z  fam?,v  n 
come  from  the  benefit  reduction  formula  Welfare  parents  who  too"" 
jobs  m  the  $5,000  to  $6,000  range  would  Dy  the  AdEn«?at7o  pTan 
have  experienced  a  small  loss  in  beneMs  Out  if  family  mcome  rose 
above  this  modest  level,  the  benefit  reduction  formula  ,n  the  Carter 
Program  for  Better  Jobs  and  Income  .PBJI,  would  take  the  charac te 

56.000  to  $12,000  would  be  taxed  at  marginal  rates  .n  the  range  of  55 
to  65  percent  Thus,  while  the  first  increments  of  additional  family ,n 

lyst^T  ^  P:Tted  ,f0m  fhe  h*h  ma^«na'  -ts  of  th  c  i 
vioTa  & ,  th  d,Smcent,ve  e"°«  '"Wears  with  undim.nished 
vigor  a  bit  further  up  the  income  scale  When  combined  w.th  oVhJr 
features  of  the  President  s  plan  such  as  the  expansion  * 
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income  tax  credit  and  a  new  payment  to  offset  tates  for  low-income 
workers,  the  $3,800  disregard  would  have  ensured  that  a  larger  share 
of  American  families  than  ever  before  would  become  subject  to  the 
work  disincentives  now  reserved  for  the  very  poor 

The  work  disincentive  is  not  the  only  adverse  effect  of  high 
marginal  ta*  rates,  however  An  equally  acute  problem  is  the  strong 
financial  incentive  for  the  dissolution  of  nuclear  families  in  our 
present  system  —  an  incentive  that  would  have  been  perpetuated  un- 
der the  Presidents  PBJI 

The  clearest  incentive  for  family  break-up  is  well  Known  Under 
the  present  system,  particularly  in  the  states  that  do  not  offer  a  welfare 
program  for  families  including  both  unemployed  parents,  a  father  who 
is  uninterested  in  working  can  provide  his  family  with  an  income  of  as 
much  as  56  000  annually  by  the  simple  expedient  of  absenting  himself 
from  the  home  and  thereby  enabling  his  wife  to  qualify  for  AFDC 
benefits  and  associated  in-kind  transfers  The  PBJI.  which  offered 
almost  two  tmes  as  much  tn  benefits  to  single  women  with  small 
children  as  it  does  to  intact  families,  would  have  done  little  to  reduce 
this  incentive  to  family  dissolution  and  fraud 

The  incentive  for  family  dissolution  is  not  confined  to  families 
with  unemployed  fathers,  however,  nor  is  it  confcied  m  its  effect  to 
families  that  would  in  the  absence  of  the  incentive  be  close  to 
breaking  up  The  very  same  powerful  financial  incentives  act  on 
families  with  fathers  who  do  want  to  work  and  who  may  have 
moderately  well-Mying  jobs.  For  example  the  State  of  Michigan, 
through  its  AFDC  program,  pays  a  *  bounty  of  nearly  $4  000  per  year 
to  each  family  that  causes  its  $9.000-per-year  father  to  disappear  -  of- 
ficially -  from  the  household  Although  the  nof-an  that  adult  couples 
would  be  w'fhng  to  maintain  an  informal  or  episodic  living 
arrangement  m  order  to  qualify  for  AFDC  and  secure  a  net  gam  in 
family  »nc ome  of  $4 .000  ma_£  often d  mi dd  1  e- c ! ass. ..sen si o lUjcsl  every 
welfare  caseworker  can  attest  to  the  pervasiveness  of  this  practice 
among  the  welfare  beneficiary  population 

The  high  marginal  tax  rates  of  the  means-tested  welfare  system 
also  erode  parental  responsibility  m  homes  in  which  the  parents  are 
legally  separated  According  to  a  comprehensive  MEW  survey  of 
AFDC  recipients,  fully  83  percent  of  absent  or  non-supporting  fathers 


589 


David  A.  Stockman 


potentially  had  earning  or  child  support  paying  ability;  that  is,  they 
were  not  dead,  incapacitated,  or  otherwise  unavailable  Nevertheless 
only  5.6  percent  were  found  to  be  subject  to  court-ordered  child  sup- 
port payment  obligations,  and  less  than  an  additional  four  percent 
were  providing  support  under  a  voluntary  arrangement  Moreover, 
even  me  child  support  provided  by  this  small  fraction  of  fathers  con- 
sisted primarily  of  token  payments.  Half  of  the  court-ordered  fathers 
were  paying  less  than  $75  per  month  —  frequently  less  than  $25  — 
and  nearly  two-thirds  of  those  under  voluntary  arrangement  were 
paying  $75  or  less 

in  short,  only  five  percent  of  potentially  capable,  but  absent 
fathers  were  making  more  than  token  payments  for  the  support  of 
their  own  children  Of  course,  not  al!  of  the  90  percent  of  absent 
fattier*  failing  to  provide  child  support  are  delinquent  in  the  strict 
sense  Large  numbers  fall  into  the  officially  separated  category 
described  previously.  To  some  unknown  degree  their  ch.ldren  benefit 
from  the  combined  pool  of  shielded  earnmgs  and  transfer  payments 
available  to  the  family 

in  the  case  of  genuine  separations  —  which  undoubtedly  num. 
ber.n  1he  millions  -  the  legal  machinery  for  enforcing  child  Support 
obligations  is  nearly  worthless.  Under  both  the  existing  program  and 
the  afternat.ve  proposals  that  came  before  the  Congress  this  year  the 
tax  rate  on  child  stpport  payments  is  100  percent  The  deserted  mother 
thus  has  absolutely  no  incentive  to  seek  out  the  father  or  to  cooperate 
with  evil  enf.-cement  authont.es  and  the  courts  Any  amounts 
retrieved  go  to  .ecoup  the  state  s  welfare  costs  or  result  m  a  doirar- 
for-dollar  reducf.on  »n  her  benefit  entitlement  It  .s  little  wonder  that  so 
few  errant  fathers  are  ever  brought  to  task  for  turnmg  the.r  ch, id  sup. 
port  responsibilities  over  to  the  publ.c  welfare  admm.strator 

Perhaps  the  most  serious  failing  of  the  *»ifare  system  we  have 
today,  at  least  in  the  public  mna  (S  the  substantial  amount  of  fraud 
and  abuse  it  engenders  The  most  common  forms  of  reap.ent  fraud 
are  concealment  or  non-reportmg  of  assets  or  income  m  order  to 
establish  elig.o.i.ty  for  benefits  at  higher  <»ve!s  and  failure  to  report 
changes  m  fmancaf  circumstances  in  order  to  maintain  eligibility 

The  extent  of  fraud  and  abuse  under  the  Current  system  is 
remarkable  only  m  that  .t  «s  not  even  more  Widespread  The  h.gh 
marginal  lax  rates  of  the  current  system  have  raised  the  stakes  for 
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concealing  income  to  a  level  that  can  justify  quite  a  bit  of  nsk  And 
just  as  with  the  mtemal  Revenue  Code,  the  effect  of  these  high  tax 
rates  has  led  to  the  creation  of  a  labyrinthine  structure  of  definitions 
ant*  distinctions  for  the  determination  of  what  is  taxable  —  in  the 
sense  of  resulting  in  benefit  fosses  —  income 

The  average  AFDC  caseworker  manual  contains  over  200 
pages  of  text  setting  forth  the  distinctions  between  income  that 
results  in  reduced  benefits  and  income  that  has  no  effect  on  benefits 
This  mass  of  paper  grows  apace  as  the  , system  tries  to  take 
cognizance  of  ever  finer  shades  of  definition  in-order  to  achieve  some 
rough  equity  It  ts  little  wonder  that  state  AFDC  programs  require 
more  than  100.000  employees  just  to  make  payment  determinations 

The  high  marginal  tax  rates  of  the  present  system  contribute  to 
administrative  complexity  in  another  way  by  establishing  a  strong 
countervailing  force  to  the  stringent  behavioral  standards  for  em- 
ployable welfare  recipients  that  require  maximum  'work  effort 
Legions  of  caseworkers  and  investigators  are  needed  to  ensure  com- 
pliance with  the  work  effort  standards:  this  should  not  come  as  a 
surprise  m  a  system  that  rewards  work  effort  by  taxing  away  most  of 
the  resulting  earnings 

The  irony  m  all  this  is  immense  We  offer  strong  financial  in- 
centives to  welfare  recipients  to  shelter  a  few  hundred  dollars  in 
earnings  from  tax  by  concealing  them  Then,  we  pay  welfare  workers. 
$15,000  per  year  to  ferret  out  fraud  and  bring  it  to  the  attention  of 
$30.000-per-year  prosecuting  attorneys  This  can  never  be  a  winning 
proposition 

The  "Iron  Law  of  the  0r**fc -Even  Palm 

It  would  appear  that  the  problems  resulting  from  the  hign 
marginal  tax  rates  of  the  present  welfare  system  would  oe  amenaoie 
to  a  simple  solution  We  could  lower  these  hign  marg.nai  rates  to  a 
level  at  which  work  disincentive  and  the  encouragement  of  fraud  and 
family  break- up  would  disappear.  But  it  would  be  necessary  to  bnng 
the  marginal  rate  to  below  30  percent  in  order  to  produce  any 
meaningful  change  —  and  that  causes  us  to  run  into  what  may  be 
called  the   Iron  Law  of  the  Break-even  Point 

The    Iron  Law    is  this  any  system  that  establishes  even  a 
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barely  adequate  minimum  family  or  household  benefit  entitlement 
requires  high  marginal  tax  rates  in  order  to  Keep  the  break-even 
point"  (the  income  level  at  which  eligibility  for  public  assist  .nee 
would  end)  at  a  politically  acceptable  income  level 

The  following  examples  illustrate  the  operation  of  the  Iron  Law 
if  the  minimum  family  benefit  for  a  family  of  four  is  set  at  the  near- 
poverty  level  of  $6,000  and  the  marginal  tax  rate  on  earnmgs  is  Kept  to 
25  percent,  the  break-even  pomt  is  an  annual  income  of  $24  000  Un- 
der  such  a  system  more  than  two-thirds  of  all  American  families  would 
receive  some  form  of  cash  welfare  payment'fEven  if  the  marginal  tax 
rate  is  permitted  to  go  up  to  40  percent,  the  breaK-even  pomt  is  nearly 
$15,000.  This  would  include  half  of  all  famn.es.  a  result  that  is  no  less 
politically  unsalable  than  the  first  example 

Only  a  marginal  tax  rate  of  70  percent  or  higher  can  lower  the 
recipient  population  to  a  reasonable  fraction  of  the  total  population 
W.th  the  $6,000  benefit  level,  a  70  percent  marginal  rate  yields  a 
break-even  point  of  $8,600  in  annual  income 

The  incremental  approach  to  welfare  reform  favored  by  the 
Carter  plan  sought  to  circumvent  the  operation  of  the  Iron  Law  by 
plac.ng  a  ceding  on  income  for  entry  into  the  welfare  system  that  was 
below  the  break-even  point  tor  those  already  in  the  system  Thus 
those  who  qualified  tor  benefits  by  reason  of  an  income  below  the 
threshold  would  retain  benefits  even  after  their  income  rose  above  the 
threshold.  This  permitted  the  imposition  of  a  lower  marginal  tax  rate 
on  the  efforts  of  welfare  recipients  to  improve  the.r  earnings  This  was 
only  achieved,  however,  by  dint  of  the  serious  ir.equ.ty  inherent  in  «his 
device  for  restricting  the  eligible  population  to  a  reasonable  level 
J™tW°  ne,9hbor,n9  'allies  might  each  have  current  incomes  of 
87,000  One  would  be- <oooiv.no  s.gmf.caiit  wtfirjie-pBrteTre-because  ~ 
its  income  had  earlier  been  lower  The  other  would  not  qualify  for  any 
benefits 

Expedients  such  as  this  can  ultimately  offer  httie  relief  from  the 
Iron  Law  Inevitably  the  constraints  of  lim.ted  budgets  maKe  the  adop- 
tion of  low  oreak-even  points,  with  their  companion  hig.  marg.nal  tax 
rates,  a  necessity  The  special  Mouse  Subcommittee  on  Welfare 
Reform  was  forced  to  permit  states  tha  supplemented  benefits  above 
the  Federal  minimum  level  to  raise  the  benefit  reduction  rate  -  the 
marginal  tax  rate  for  welfare  recipients  -  from  the  52  percent  ceiling 
in  the  original  Carter  plan  to  70  percent  Desp.te  prodigious  efforts 
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the  Subcommittee  was  unable  to  free  the  basic  means-tested  welfare 
system  from  high  marginal  tax  rates  without  raising  the  breakeven 
point  to  an  income  level  too  high  to  be  acceptable  Forced  by  the  Iron 
Law  to  make  a  choice  they  fell  back  upon  high  marginal  rates 

A  Radical  Solution:  Abolish  Moans-Tottac!  Welfare 

The  preceding  analysis  suggests  that  the  recent  com- 
prehensive welfare  reform  proposals  are  variants  of  a  single  unviable 
generic  design  means-tested  family  entitlements  Even  variants  such 
as  the  negative  income  tax.  which  eliminate  the  problems  associated 
with  high  marginal  tax  rates,  suffer  from  other  ailments  arising  out  of 
their  dependence  on  the  means  test  In  the  case  of  the  negative  in- 
come tax  for  example,  the  complexity  of  determining  eligibility  and 
the  incentives  for  concealment  of  income  would  i>e  essentially  the 
same  as  under  the  current  system 

*  It  is  thus  evident  that  the  only  real  solution  to  the  problems  of 
means-tested  welfare  for  the  working  or  work-eligible  population  is  to 
simply  do  away  with  it.  "Welfare"  as  we  know  it  should  be  abolished 
for  aif  but  the  non-working  —  the  aged,  blind  and  disabled  -  whose 
eligibility  can  be  ascertained  by  reference  to  physical  characteristics 

This  leaves  us  with  some  fundamental  questions  however  Do 
we  as  a  nation  want  some  kind  of  transfer  payment  program  for  the 
working  population  if  so,  how  should  such  a  system  b^  structured9 

Judging  by  the  high  fevel  Of  government  resources  currently 
committed  to  income  transfer  programs,  and  the  consistent  efforts  of 
the  Federal  government  to  expand  coverage  under  these  orograms  it 
is  clear  tf>at  there  is  an  implicit  consensus  fh3t  transfer  payments  are 
appropriate  for  those  with  inadequate  incomes 

Just  as  cfeaHy.  there  appears  to  be  a  consensus  that  fh.s  policy 
derives  first  and  foremost  from  our  desire  to  protect  children  En- 
SufTrrcj  adequate  income  wpporTfor  cfifrdren  "Ts  tfie  fbcus  of  the  APDC  * 
program  as  well  as  the  original  guiding  principle  behind  the 
establishment  of  the  personal  exemption  m  the  \ntema\  Revenue 
Code  UnhKe  me  many  tax  preferences  subsequently  added  to  the 
Code  m  i»eu  of  reductions  in  the  high  marginal  rates  of  the  personal 
income  tax  the  personal  exemption  was  never  a  backdoor  means  of 
lowering  marginal  tax  rates  It  was  a  Federal  commitment  to  adequate 
resources  for  raising  children 
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The  effective  support  level  provided  by  the  combination  of  the 

,  H3yment  pr°9fams  and  the  P^sonal  exemption  vanes 

however,  by  income  The  high  marginal  tax  rates  associated  with  the 

Z  m     hParemS  qU'Ckly  f6duceS  the  level  of  PuD,(c  support  for  each 

mr«mT?        '!  reS,°red  ^  ,,0*'y  M  f*'*"™ 

income  tax  rates  increase  the  value  of  the  personal  exemption  Bv 
putting  ,„  place  a  system  of  universal  child  payments,  we  could 
satisfy  this  fundamental  des.re  of  society  to  prov.de  for  the  support  of 
children    while  simultaneously  doing  away  with  the  problems 
associated  w.th  the  means-tested  welfare  system  The  universal  chKd 
payment  system  would  eliminate  alt  of  the  problems  associated  w.th 
high  marginal  tax  rates,  since  no  change  ,n  income  status  would  af- 
feet  e«.g.b,i,ty  it  would  ei.mmate  a.l  the  administrative  complexity  of 
ex.s  ,ng  welfare  programs,  since  the  only  determination  necessary 
woud  02  to  identify  the  proper  recipient  for  each  child  Because 
would  replace  both  our  ex.st.ng  AFDC  transfer  payment  system  and 
the  persona  exemption  ,n  the  tax  code,  the  net  cost  of  a  universal 
eh.id  benefit  system  could  actually  be  less  than  the  cost  of  the 
existing  system  e 

in  addition  to  the  implicit  desire  to  provide  (or  children  evident 
from  our  ex.st.ng  welfare  and  tax  polices  there  are  other  Z 
ponces  ,n  favor  of  income  transfer  that  indicate  that  our  so cety  I  no 

luX  fltT  mC  mark6t  f°  3,,0tate  mCome  offering  some 

buffer  Firs,,  there  are  exphc.t  transfer  payment  programs  directed  at 

T^luZ^^yr  b6,0VV  Cer«m  ,6VelS  SUCh  35  ^-d  stamp 
Phc,t  m  tho  8'9n,,,cant-  the'e     the  policy  of  red.str.pution  im- 

plicit in  (he  minimum  wage  faws.  which  preve  its  the  mark*!  i,.m 
va.u.ng  labor  serv.ces  below  a  leve.  that  proves  ce  fa  "ee  of^ 
come  (he  in,2nt  of  effecting  a  transfer  of  ,nCome  with  n  the 
market  structure  winm  tne 

min  J1  ""^.na|l0n.  me  overt  transfer  payment  programs  and  the 


rates  of  the  over,  programs  result  ,n  tremendous  won,  disincentives 
and  the  ,v,thorawa<  of  labor  trom  the  market  Tne  min.m.m  wage 


wanrVr  h,r,°9  W°fKerS  Wh°Se  Pf0fl--«-ty  cannot  Support  a 
wage  .it  me  mm. mum  statutory  level 

An.     -  ;,am  to  repair  or  replace  me  **,st.*g  oeneM  programs 
ror  ......  u,  necessity  contam  an  element  of  mccme  tranter 
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Perhaps  the  most  likely  candidate  for  a  new  mechanism  for 
f  distributing  benefits  »s  some  form  of  wage  supplements  implemented 
through  a  negative  income  tax  withholding  structure  for  low-wage 
workers 

A  tax  credit  of  perhaps  20  percent  of  gross  wages  earned, 
provided  to  low-wage  workers  immediately  through  a  negative 
withholding  tax.  and  phased  down  to  allow  positive  taxes  only  at  a 
>  level  above  the  normal  entry  level  wages  for  unskilled  and  semi- 
skilled jobs^ would  have  a  strong  work  incentive  effect.  Such  a 
system  would,  like  the  universal  child  payment,  have  many  ad- 
vantages The  system  would  impose  a  negative  marginal  tax  rate  at 
the  lowest  ranges  of  the  wage  scale,  giving  very  strong  work  in- 
centives  while  simultaneously  encouraging  the  largest  possible  num- 
ber of  workers  to  participate  in  the  taxatfle  labor  market  The  mv 
portance  of  drawing  workers  out  of  the  underground  labor  market,  in 
which  transac'  ons  escape  all  taxation  through  the  use  of  cash  or 
barter  arrangements,  cannot  be  overstated  Some  economists  have 
estimated  the  total  annual  value  of  goods  and  services  in  the  un- 
derground or  black  market  at  $100'  billion 

The  negative  withholding  system  would  also  enable  us  to  put  a 
freeze  on  the  minimum  wage.  This  would  in  ticne  significantly  expand 
\at>or  market  opportunities  for  low-wage  workers,  without  sacrificing 
society  s  desire  to  see  that  every  worker  disposes  of  some  minimum 
level  of  income 

Because  the  negative  withholding  system  would  attach  to  the 
workers  and  not  to  the  family  urtit.  it  would  encourage  more  than  one 
family  member  to  enter  the  labor  market  it  would  actually  be  to  the 
advantage  of  the  family  to  have  two  workers  with  nominal  wages  of 
$3  00  per  hour  instead  Of  one  worker  earning  56  00  per  hour  The  in- 
creased labor  market  attachment  for  low  income  famines  that  this 
would  produce  would  improve  their  ability  to  weather  |Ob  losses  by  in- 
dividual family  members  A  related  posit  ve  aspect  of  the  negative 
withholding  system  would  be  its  complete  neutrality  m  affecting 
family  behavior,  since  family  status  would  be  irrelevant  to  eligibility 

The  most  attractive  alternatives  for  welfare  reform  available  to 
us  thus  take  cognizance  of  the  plain  fact  of  the  matter  means-tested 
welfare  is  unworkable  and  harmful  By  moving  to  systems  such  as  the 
universal  child  payment  and  negative  withholding,  we  can  shape  in- 
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centives  at  the  margin  that  lead  to  nigher  labor  output,  greater  family 
stability,  and  a  lesser  burden  on  the  economy  as  a  whole  while  stm 
meeting  the  unstated  but  implicit  policy  goals  of  providing  a  minimum 
Standr 'd  of  living  for  those  who  cannot  achieve  it  without  some  form 
of  assistance 
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WHY  THE  NEGATIVE  INCOME  TAX  WONT  WORK 
4 

(Sourer :  TfaorojM  K  Wtcb,  ChAllenjcr,  v.  It,  July  Xngunt  1906 :  13-15) 

'^Reprinted  by  p*  mi** Ion  **{  CbaUen**] 

Taxes  always  generate  conf iwemy.  While  the  discussion  has  gefi- 
crally  revolveil  around  such  tiling  as  rates*  depictions  and  exemp- 
tion*, a  new  dimension  has  recently  heen  added:  the  negative  income 
tax. 

Within  the  past  year  Iwtfh  the  llmncil  of  Economic  Advisers  and 
the  Treasury  nave  conducted  stair  studies  on  it:  tlie  Office  of  Eco- 
nomic Opportunity  h:^  endorsed  the  idea  after  a  study  by* the  Univer- 
sity of  Wisconsin's  Rol>ert  Lampmau:  a  recent  member  of  the  Council 

.of  Economic  Advisers  (Vale's  James  Tolun)  has  publicly  endorsed  it 
in  a  major  article;  and  it  has  been  mentioned  favorably  in  publications 
of  both  The  National  Industrial  Conference  Board  and  the  CS.  De- 
partment of  I*il*>r,  In  January,  a  study  committee  made  up  of  150 
bemoemts  in  the  !lou<e  of  Representatives  umler  the  chairmanship 

*of  Rep,  James  II.  Scheuer  (D.-X.T.)  issued  a  re|K>rt  calling  for  the 
adoption  of  the  negative  income  tax.  And.  moiv  recently,  the  tripartite 
Presidential  Commission  on  Automation  has  recommended  it. 

When  |>eople  sjnMk  of  a  negative  income  tax,  flier  are  talking  about 
an  income  tax  in  reverse.  The  income  tax  (ix^itive^  falls  only  on  peo- 
ple- who  have  incites  iii  excess  of  their  permissible  deductions 
eruptions  and  errdit*.  The  income  tax  in  reverse  (negative)  would  call 
for  a  payment  by  the  Treasury  to  people  wlio  hat  e  incomes  that  fall 
Itelow  some  specified  poverty  level.  The  income  tax  whnld  therefore  op- 
erate in  l*?tii  directions:  those  with  more  than  adeqnate  income  would 
pay  it;  those  with  barely  adequate  income  wouhl/W  left  alone:  and 
those  with  less  than  adequate  income  would  receive  payments  from  the 
government. 

Assuming:  a  national  consensus  that  tlte  |>overfy -stricken  should  be 
hel|ied»  what  ;ire  the  advantages  of  ,i  c"ash  rebate  through  the  income 
fax  mechanism  over  other  ways  of  helping  the  poor?  The  alleged  ad- 
vantages fall  info  four  classifications: 

Equtty. — As  Joseph  Kershaw,  Research  I>iivcfor  for  the  Office  of 
Economic  Opportunity,  said,  "jhe  last  tw«i  fax  cut  bills  went  right 
over  the  heads  of  the  poor,  dimply  l>ecau-e  ino-f  of  them  don't  pay 
taxe*.  Increasing  deductions  or  exempt  ion*  uonldu't  help  our  clients 
either  Hut  a, negative  tnx  plan  would  U»  :i  miiv  way  to  help  the  (toor/' 

fiignity. — General  public  assistance  relief  generally  involv^  what 
many  jieople  think  is  a  degrading  and  humiliating  inquiry  into  the  re- 
source* and  needs  of  the  applicant  (the  *#nee<N  te>i").  The  receipt  by 
the  poor  of  a  cash  payment  from  the  government  as  a  matter  of  right 
would  not  involve  this  indignity  and  would  not  carry  with  it  the 
stigma  of  "being  on  relief.*1 

Motivation. — The  relief  recipient  loses  his  relief  when  he  na  longer 
needs  it.  In  fact,  he  loses  whatever  portion  of  it  he  no  longer  needs.  It 


Reproduced  from:       IKS,  Congress.    House,    Resolved:  that 
the  Federal  government  should  guarantee  a  minimum  annual 
cash  income  to  all /citizens .    House  document  no,  90-172* 
90th  Congress 9  1st  nmnnion.    Washington.  U«S.  Govt,  Print, 
Off,,  1967,    p,  137-141. 
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\  M  claimed  that  he  therefore  is  discouraged  from  taking  a  job  and  mak- 
n**ome  money  because  all  this  would  do  would  I*  to^m  uceTeh mi- 
mte  \m  weekly  relief  check.  Therefore,  all  the  uZmmnUoi !*  na- 
tive income  tax  mimp*  a  sliding  vale  of  negative  KnefiN-  I a?K 
as  the  income  of  the  recipient  increases  the  ueiMttve  t ix  I Z  wRtd? 

ti?fZTXl?]X"  • m      n«ir>  »£It  'fi  Kit 
ty  puoncize<i,  f he  family  with  no  income  H-m,  <  »w  Si  5<Nt  hut  if  Hie 

Eftnewj.—lx  is  claimed  that  the  income  tax  w  hich  is  ■.•^  uni 

,m  «^3&/i    1  1  '  e  "n  m'°,,,e  ,,,x  «*WUv.  The  experience  built 

hi ?MZ\T  ViiXr"  r'«,,c  wifh  »«H"a^  :»<««"es  c  a,  readily 
taxrS  thir  ,,a,u,,°  ho,Vh  "f  «l^^'»i»i»ir  the  amount  of  2 
1  £!•     ^'''r  sl",M-,M  W  ^  l»«r.  The  income  tns  Js  ^ 
erm,,Vn?  'VL'1  ",!,k"!*         Payments,  „avs  Milton  pffi„ 
rwommends  itself  on  purely  mechanical  grounds."  ™<«™n, 

«  rong  w  ill,  the  concept  of  a  negat  ive  income  tax > 

first,  the  negative  income  fax  is  a  very  frank  and  ..mm  device  for 
taking  money  away  from  the  rid,  and  .riVing  it  to  he  S  t e  neZ 
step  could  l>e  to  take  ,f  away  from  f|,e  fairly  rich  and  gi  e      o The 

middle  income  ^  and  „>u.  it  f(,  „    ,„  inJ?m^j\wT 

sncc  fh*  vast  majontv  of  tlu-  electorate  are  and  always  xvill  I *  Ufa* 
the  average  meome  level,  mosf  office  seekers  would  be*  ,-e  v  7«m£ 5 

o^TnVThi^ 

last  35yeaS  *  KV",ne  ^  m<Iom  in  " in  the 
Second,  poverty  is  relative  ami  .very  hard  to  define  Th«  x.iteisfencc 
fanner  may  I*  living  very  u  ,11  with  a  n,<h  family  i,«  »f 
91,1)00  f 1  year.  wl.de  the  unemployable  X,.^,,  in  Harlem  mb'ht  h  ve 
great  dim eulty  ra.sm^  him^lf  a!>ove  the  povciv  li  >v  f  e  J  ven 
^•00  a  year.  Poverly  .,anda„1>  ,Ut  Jr}.  xs  u]i.]y  

subsidy1  'f  ,N,^^:,^i1vV.i^'0^,^•  «**H"H~»»*  HvmW^WfW- 

suhsuly  I>>  less  tlian  any  additions  to  earned  incoihe  to  inovide  an 
ncent.ve  to  work,  this  would  do  little,  if  !1Ih,  tf,HK,  f  ,  •  ,1  oi  •  "  foil1 
have  much  drive  to  work  in  the  first  place.  Anv  ik ,  « m  LTw  J  e  Si 
«Jr  line  ether  can  and  will  learn  tJearn  a  livi  ,J  <a  ,  I    d    .1  I  Ih". 

uon  t  then  the  pnbhc  ass.stance  "needs  te>("  i<  a  lH  tf«.,  app.oac  Vh.  n 

\7t  '^.Vr1'  "M,r,<,V  f.nM"  r"-""" •»-*  -  a  matter  of  right! 
Aftei  all.  for  fho^  who  .-an't  „r  won't,  tl,,.  ,  ad,  -ub-idv  mi-hf  at  i  -L  v 
d.s,  ,,var  and  t lien  general  public  a^i.fa„,e  '  ,  ,|  ' 
vouljt  have  to  come  to  the  res-ue.  <Vrtai,,lv  fla  re  are  -oe  mi  „y 
mnplc •  I^elow  the  ^nerfy  line  who  would  I*  helped  bv  a  S  S 
frmn  the  ,r.,verm„ent4  but  every  social  worker  Lnowi    15l    here  are 
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To  them  the  negative  income  tax  would,  in  effect,  say,  "if  you  don't 
earn  an  adequate  living,  the  government  will  give  it  to  vou— with  no 
question*  asked  as  to  how  much  you  need  it  or  how  you  will  spend  it." 
Inthis  connection  I  am  reminded  of  an  editorial  some  20  years  ago  in 
'The  Economist"  (Ixmdon)  which  discussed,  tinder  the  title  "The 
Carrot  ami  the  Stick/*  the  inroads  on  work  incentives  that  had  taken 
mace.  "The  whole  drift  of  *  *  *  society  for  two  generations  past  has 
j*e*to  whittle  awn v  both  at  the  carrot  and  the  stick,  until  now  very 
little  of  either  is  left/*  Another  generation  has  passed  since  the  edi- 
torial was  written,  and  we  have  seen  still  further  erosion. 

But  we  have  also  seen  in  very  recent  years  a  new  recognition  of  the 
power  of  the  carrot  (reduction  in  federal  personal  and  corporate  net 
income  tflxes).  To  propose  a  guaranteed  income  for  evervone  at  a  time 
when  there  is  growing  evidence  that  it  would  seriously* reduce  incen- 
tives to  work  and  to  advance  is  surely  inappropriate.  As  Hubert  H, 
Humphrey  said  recently  ("The  Record  Upswing— It  Didn't  Just  Hap- 
pen r  Challenge,  XovvDec.,  1065) :  "TK  job  of  eradiating  pove  7 
will  be  a  long  and  difficult  one  because  *  *  nnnot  simply  buy  a  new  way 
of  life  for  people.  It  is  much  more  than  just  a  question  of  money.  We 
must  re-educate,  re  energize  and  reinspire  them.  To  the  extent  that 
such  constructive  efforts  can  l>e  implemented  through  economic  re- 
sources, our  society  can  and  must  make  the  investment/1  I  agree,  but 
the  negative  income  tax  hardly  seems  to  I*  the  proper  approach. 

So  much  for  the  pros  and  cons  on  the  idea  itself.  There  are  forceful 
arguments  for  and  against,  so  that  reasonable  men  will  be  found  on 
both  sides  of  the  issue.  Hut  when  we  come  to  the  mfat  question — is  the< 
income  tax  a  suitable  mechanism  for  getting  money  into  the  hands,  of 
the  poverty-stricken  i — tliere  is  only  one  answer.  No. 

Hie  only  jurisdiction  that  has  «iO  far  adopted  anything  approaching 
the  negative  income  tax  is  the  State  of  Hawaii,  which  last  year  insti- 
tuted a  program  of  tax  credits  which,  for  a  family  of  four  with  an 
inconv  of  ie>s  than  $!,!'<  ti),  will  result  in  a  negative  tax  payment  of  $72. 
Havaiis  legislators  were  not  contemplating  wiping  out  poverty  with 
this  kind  of  payment  :  they  were  thinking  alxnit  the  relatively  harsh 
way  in  which  the  retail  sales  tax  treats  the  low-income  family.  This 
tax  credit  would,  through  the  mechanism  of  the  income  lax,  distribute 
some  money  to  the  poor  to  make  up  for  the  regressive  impact  of  the 
sales  tax.- 

Hawaii  Jms  had  very  little  experience  with  this  tax  credit  or  with  a 
similar  program  voted  at  the  same  time  which  grants  tax  credits  (or 
negative  tax  payments)  on  a  sliding  income  scsde  to  families  with  chil- 
li ivn  in  school*  kindergarten  through  collesre.  Hut  the  experience  it 
has  had  so  far  makes  it  quite  clear  that  there  U  rto  way  to  draft  legis- 
lation of  this  sort  that  will  get  the  amount  of  money  that  is  intended  to 
the  right  people.  Many  very  well-to-do  families  ;irv  qualifying  for 
Hawaii's  tax  credits  \therca*  many  [nw  families  nre  not— mainly  Ins- 
cause  the  income  tax  return  of  t\  per-ou  :i  mo*t  unreliable  measure 
of  the  income  status  of  Hie  family  of  which  that  person  i-  u  member^ 

These  proi>lems  would  lie  vastly  enhanced  af  the  national  level  with 
a  negative  income  tax,  Despite  what  its  proi>onents  say,  the  income  tax 
is  not  a  ready-made  mechanism  for  distributing  money  to  the  poor, 
even  if  such  a  distribution  were  desirable*  Its  mechanics  are  completely 
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unsuitable  for  three  reasons,  and  these  should  be  understood  before 
the  proposal  is  taken  seriously. 

Many  types  of  income  are  not  taxable  and  not  reported  on  the  income 
tax  return— social  security,  unemployment  and  workmen's  compensa- 
tion benefits,  public  assistance  payments,  interest  on  tax-free  securi- 
ties, pensions  and  annuities,  proceeds  from  life  insurance,  etc.  Obvi- 
ously, all  these  would  have  robe  listed  (as  required  bv  Hawaiian  law) 

 rebate*1*™*6         ^  *****  wh°  miffllt       to  Qualify  for  the  tax 

Once  the  rebate  were  big  enough  to  do  very  much  good  to  the  pov- 
erty-stricken, and  the  Hawaii  tax  credit  rebates  are  not,  taxpayers 
would  be  tempted  to  drop  wives  and  children  as  dependents  and  let 
themfile  separately.  With  little  or  no  income,  they  would  qualify  for 
the  rebate.  For  example,  I  would  simply  drop  mv  three  teen-age  daugh- 
ters  as  dependents  (they  all  file  income  tax  returns  based  either  on 
modest  summer  earnings  or  on  receipts  from  a  small  educational  trust 
S5«*>  Uropp,nff  m  as  t,el*;><'«ents  W°»»'<1  cost  me  some  $300  each  in 
additional  taxes,  but  with  their  insismifieant  income,  thev  would  be  so 
far  below  the  poverty  line  thaf  thev  would  each  qualify  for  verv  much 
more  than  $300  under  any  of  the  negative  income  tax  plans *I  have 
seen.  Once  tyives  and  children  could  qualify  for  tax  refunds  if  their 
incomes  were  low  efiough,  then  the  number  of  people  filing  income  tax 
returns  would  increase  tremendously. 

In  short,  there  would  have  to  be  a  personal  examination  of  the  income 
status  of  each  person  applying  for  a  tax  rebate-  just  as  though  he 
were  applying  for  general  public  assistance.  Thus  one  of  the  most 
/TiP^f"  nrK,,men,ts  °*  the  proponents  of  the  negative  income  tax 
(that  it  gets ;  away  from  the  degrading  "needs  test"  of  general  public 
^assistance  relief )  disappears.  1 

For  the  poverty-stricken  to  be  helped,  they  need  the  money  now, 
not  a  rebate  sometimes  after  next  April  15  when  thev  have  filed  their 
income  tax.  This  means  that  there  would  be  the  further  administrative 
complication  of  people  having  to  decide  in  advance  how  low  their 
incomes  would  be  in  the  forthcoming  year,  filing  preliminary,  esti- 
mated returns,  receiving  their  negative  income  tax  rebates  during  the 
year  and  then  making  a  final  settlement  with  the  government  after  the 
year  was  over. 

This  is  done  with  a  fair  degree  of  accuracy  bv  the  regularly  em- 
ployed person,  but  since  most  low-income  people' have  a  greater  and 
more  unpredictable  fluctuation  in  income  than  does  the  normal  tax- 
payer, the  final  figures  might  be  hard  to  predict.  In  all  probability,  the 
requirement  of  filing  a  preliminary  return  at  the  lieginnirv  of  the  year 
would,  for  people  with  little  or  no  income,  lie  an  impossible  chore 
Hiis  means  that  many  of  the  people  who  would  need  it  the  most, 
wouuin  t  participate  in  the  program  because  thev  wouldn't  know  how 
(as  the  government  is  discovering  today  in  its  efforts  to  enroll  the  poor 
elderly  people  in  the  voluntary  doctor  insurance  plan  of  Medicare) 

1  he  poverty-stricken  are  |>eople  who  either  haven't  filed  income  lax 
returns  in i  the  past  or  have  only  used  the  short  form- which  we  have 
seen  would  not  be  enough.  These  people  are  generally  uneducated,  fr»- 
quently  illiterate,  do  not  read  the.  newspapers,  have'never  consulted  a 
tax  attorney  or  accountant,  and  therefore  simply  wouldn't  know  about 
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the  program,  and  if  they  did  know  of  it,  wouldn't  know  how  to  go 
about  participating  in  it* 

Outside  of  turning  every  social  worker  into  a  tax  consultant*  it 
would  seem  that  the  only  way  of  overcoming  this  problem  would  be 
for  the  government  to  give  a  specified  sum  of  money  (say  $400  a  year) 
to  every  person  in  the  country  and  then  get  some  of  this  money  back 
through  the  regular  income  tax  channels  from  those  whose  incomes  are 
adequate. 

This  would  be  a  massive  transfer  payment  operation,  since  the 
money — to  do  arty  good  for  those  who  nec<l  it — would  have  to  be  paid 
out  in  monthly  installments;  this  would  mean  nearly  two  and  one-naif 
billion  check  mailings  a  year,  and  the  aggregate  dollars  disbursed 
(at  $400  per  person)  would  be  over  $78  billion. 

Some  difficulties  might  l>e  overcome  in  nart  by  modifying  the  tax 
rates  such  as  n  fairly  high  tax  rate  on  tne  first  $400  of  income  in 
excess,  say,  of  $1,500* for  a  single  person  and  $3,000  for  a  taxpayer 
with  four  or  more  exemptions.  But  even  this  wouldn't  solve  the  major 
problem  of  every  low-inrome  dependent  becoming  an  independent  tax- 
payer — which  would  involve  millions  of  |>eople  and  billions  of  dollars, 
in  short,  while  the  objectives  of  the  negative  income  tax  are  debata- 
ble enough,  the  proposed  method  of  achieving  these  objectives  is  com- 
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SOME  BASIC  PROBLEMS  OF  NEGATIVE  INCOME 
TAXATION 

(Bomw:  Willi..  A.  KWb,'  Wuwosu,  U«  Review,  v.  1966,  So.  X  Summer* 
(Reprinted  bjr  pvrmlwloa  of  tbe  Wlocoeain  Law  Ueriew) 

importmnt  issue*  of  Uu  a*4  *oci«l  poiirp. 

.J7*^.™*?^  P«?I»wd  plans  for  -negative  income  taxation," 
tneewstiMf  federal  income  tax  mechnnism  would  he  used  t<>  dis- 

2S2l«2k  #P  ^.J*0^'  V"  ,,s*  of  t,,e  ^l^nl  tax  system  to 
accomplish  this  "wel  W' '  objective  would  I*  achieved,  generally 
>P«Uan«,  by  assuming  that  a  arson's  -incomc"~as  defined  in  the 
vHiZ    fLr?u'nW  /he  proper  measure  of  his  economic  well 

™togto* .the  purpose  of  determining  the  amount  of  financial  sup- 
port  he  should  receive.  Given  his  premie,  and  given  a  decision  as 
to  what  is  a  minimum  tolerab.e  -income,"  the  role  of  government 
as  botower  of  cash  benefits  would  l*conie  as  relatively  mechanical 
-J?™1*  co,letT!oi;;  »n<livklualuted  detenu iiuit ions  by  <-ase- 

r mjSL^'JS  '  ?°r  "ample,  if  it  were  agreed  that 

a  minimum  tolerable  income  for  a  family  of  two  or  more  is  .1.000 
dollars  per  year,'  and  >f  the  family's  actual  income  were  1.400  dol- 
lars, then  there  would  be  a  "negative  income"  of  l,fi<>0  dollars  ami 

^L~*JS  h^^e  entitled  to  a  payment  of  *       fixed  iwr 

Cgtjjs  of  that  amount.  The  plan  coufd  I*  dovetailed  even  more 
^1  ,ll  !X  P™'sro<« by  as.siim.nK  that  the  minimum  tolerable 
income  (the  "poverty  line  )  is  determined  simply  hv  referrne*  to 
exemptions  and  deductions  allowed  under  the  <fode.  Thin  for  i 
family  of  four  the  "poverty  line"  would  !*•  :;.ooo  dollar.. -four  ev 
cmptions  at  60)  dollars  each  •  plus  a  minimum  standard  deduction 

•ttttirtftfuT^l;  Irjxx^^JR  "\7  '■•  «"r-   

lTa-«i|..p.  „np«pl,,,m,nt  «  ,7," •     l.l .'1  V  1""","'  "  '  ""' 

•  "  "«  

Reproduced  fro. :       U.S.  Congress.    House .    Resolved :  that 
the  Federal  government  should  guarantee  a  Minimis  annual 
cash- income  to  all  citixens.    House  document  no.  90-172, 

!Si  ^fr***'  Ut  *c"i<ra-  Washington,  U.S.  Govt.  Print. 
Off.,  1967.    p.  104-123. 
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of  600  dollars,*  For  a  family  of  five  the  figure  would  be  3,700  dol- 
lars, aad  so  forth. 

Trie  purpose  of  this  article  is  not  to  discuss  in  detail  how  negative 
income  taxation  might  work  or  to  analyze  all  the  problems  it  raises, 
hut  rather  to  present  its  most  significant  features  and  effects  in  the 
context  of  a  comparison  with  currently  existing  alternative  programs 
for  making  payments  to  the  poor.  These  comparisons  are  based  on  the 
general  asumption  that^the  negative  income  tax  would  make  use  of 
most  of  the  basic  rules  of  income  determination  and  of  administration 
now  applied  to  taxpayers. 

I.  Thk  Conflict  Between  Incentive  and  Welfare 

As  indicated  above,  the  pap  between  actual  income  and  the  poverty 
line  can  l>e  readily  determined.  One  of  the  first  Questions  then  to  be 
considered  is,  how  much  of  this  gay  should  Ik*  filled?  This  question 
raises  one  of  the  fundamental  issues  involved  in  negative  income  taxa- 
tion and,  indeed,  in  welfare  legislation  in  general.  The  traditional 
assumption  of  most  welfare  law  has  been  that  all  able-lnxlied  persons 
should  be  prepared  to  support  themselves  by  their  own  efforts  to  the 
maximum  extenj  possible,6  While  there  may  be  disagreement  over  the 
moral,  ethical,  or  soda,  value  of  this  assumption,  there  can  lie  little 
disagreement  over  the  fact  that  it  is  justified  tor  the  immediately  fore- 
seeable future  by  the  existence  of  unfilled  jmblie  needs  that  assert  com- 
pelling claims  on  tax  revenues/  Accordingly,  one  of  the  principal 
tasks  of  any  architect  of  welfare  programs  is  to  insure  that  not  too 
tnanv  peopfe  quit  their  jobs  and  trade  their  wages  for  a  "dole."  This  is 
a  difficult  task,  kvause  there  are  many  heads  of  families  today  whose 
earnings  fall  U'iow  the  poverty  line^'and  many  more  whose  earnings 
aro  very  little  above  that  line/1  One  obvious  way  to  insure  continued 
effort  at  >elf-support  on  the  part  of  such  potential  welfare  recipients  is 
to  make  eligibility  for  lienefits  dependent  on  proof  either  of  their  will- 
ingness to  work,  as  with  unemployment  compensation,1"  or  of  their 
inability  to  work,  as  with  disability  insurance  l>oth  under  the  Social 
Security  Art  "  and  under  private  plans.  However,  the  proponents  of 
negative  income  taxation  reject  this  approach,  presumably  Un-ause 
they  abhor  the  kind  of  i>oliciiig  institutions  that  it  requires.1-  Accord  - 


''1st.  Ufa  C*n»r.  **r  l*.**i.  i  l-tln**.  for  a  inarrle*!  couple  Alio*  n  Jolot  return  tli#«  mini' 
Miiini  *tan*lanl  fl'itueflon      i  flat  $'joo  phis  *1<H>  for  r:\ch  member  of  the  family. 

•'  For  'i  MTi-nf  oiaiiihMjtlon  •  f  this  attitude.  »N\irinff  <»n  :\l*l  to  '  mlllcft  with  <l'Pen<lrnt 
th\U\r*'$t.  *»v  s  ttri  Nil.  Ifto,  ^7tli  r»njr..  tst  Sev-  (19G1)  "Y»ur  committee  relieve* 
fh.if  in  im<  nipl»vil  Individual  wh«»e  family  I*  reeeivlnc'ald  untie r  thin  program  xhouM 
anvpf  ;hm  n*:i*ori:ible  offer  of  employment  " 

*  Si'<*  K**>Tlinp.  Hook  Review.  X  V  Time*.  Foh  'J7,  1066.  f  7,  pi   1.  p.  1. 

alf  Im*  t"vn  iMMlnintrd  ffvif  flien*  ner<*  7.2  million  poor  funiill***  »  not  including  uoat 
t.olnd  iinlivJrlu.il* I  In  i'W..  out  tn  over  half  of  thw  r|i<>  family  ln-.nl  currently  had  a 
full  hiiH  "f  |mi  Mini**  )**lt.  and  that  In  alnnmt  lliirfj  prro-id  "i  j**»»*r  f.uinll<*  tin-  Uv.id  had 
infU  «-iMpl»»v«'d  full  firm*  for  .'if  le;i*c  a  y**:ir.  Or*-lwi'n*-k> .  <'»ntt\ti\\»t  thr  roof,  \nothtr  f.Qok 
at  th*  I'ttt  iittt  Putfilr.  S*»<  m,  S£rCRiTi  lif'l.t  :t.  .".  |s  21  aOrt'i. 
s  "  K<»r  rhr  .war  l^f.;;  ffion*  *<Te  .13.777.021  t.i\  r«t«rn»  f*oii*ffftff  w;r  tifty  inr»'e  p>reeot 
•  •1  :i|f  n'tuffiV  p'lHjrfln^  an  ad.iutfMt  pro*  4  Jwomr  <tf         fhati  r^MMi  Tft»*  l«fa|  ad- 

ui»t*d  ;:r««*a  tniiiiiH-  r»*|H»rfftl  oji  mil  fh#»»»o  return*  ,i(ui«p*t  **1  hilli  #«.  IS-  'i'lif:  tnt'ftv 
lu.r'f.  l\Ti:n*tf.  KMKvrr.  S»'Rtirr  KTviihtk*  i«k  h<it  1       . I'ri.limi i .  I* 

HIMio  u.  Mt.  Tw  KKTI'II^m  iVJKTt),  Of  :^#ur«e.  n«»f  ill  Om'm*  r«  turii^  m»fi*  h>  Ih  ,hJj.  »»f 

f.ifiiih«'«.  i«nt  no  »loiiht  ,i  Mib^f.mfia!  part  n<«r«'. 
r//  .  WIS  ST  tT.  ft  (iM.1l, 
ijt  Y  #V  f  f23<n(2MA>  <Kupp.  lOH'^  nj.tke-  flfffihUUjl  f<*r  <ll-abilU^  mMiraoce  ben**- 
ffr«<  4^|f»  n'[r  ff t  <>n  pro*<f  of  "tn.thility  (o  en^.i^r  in  ,mv  ^nfi^f .infliij  ^jfnful  activity  by  reason 
of  40y  m<tir<MJ!v  fjrti-rmlfi.iMi'  phynjeflf  or  m<  nr-il  impdirm.  nt  ^liicli  raft  be  especte<t  to 
retttrft  9i t  ttfMtb  »»r  n  filch  ha*  lasted  or  ran  h»  *»^p*»rfe<|  fn  fn^t  f**r  a  fwnflnitoui  p«rie4  of  not 
thnn  1^  nioiifh^." 

19 See  ToWn.  Improving  the  ticonQmi?  Status  of  the  S'egro,  1005  PaedaUts  S78,  991. 
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mgly,  if  the v  want  to  keep  poor  people  in  the  work  force,  they  have  no 
alternative  but  to  preserve  on  adequate  financial  incentive  to  work. 
Unfortunately,  however,  preservation  of  incentive  is  incompatible 
with  the  achievement  of  an  adequate  level  of  welfare.  This  last  propo- 

f?"^  course  is  vital,  can  be  readily  illustrated, 

i  »  ^^P,1*11  ProP09**  V  P">f.  Robert  J.  Lampman,'1  and  earlier 
by  Frof.  Milton  Friedman,"  the  rate  of  payment  applied  to  the  neca- 

-!!^m^mS  wou,d  ***  P°r  cent  "  Th's  n,eans  that  °'«'v  '»«lf  of  the 
need  would  be >  met.  If  also  means  that  for  every  dollar  earned  by  the 
taxpayer  his  disposable  income  would  lie  increased  bv  fifty  cents-  in 
other  words,  the  individual  is  ahead  by  onlv  half',  f  whatever  he 
earns.  Table  1  presents  this  plan  more  graphically.  I:  demonstrate*, 
for  example,  that  if  an  individual  cams  2,«WK>  dollars,  he  will  have  dis- 
able resources  of  2,500  dollars,  which  is  only  1,000  dollars  more 
than  if  he  had  earned  nothing. 

TA8U  |  (UMPfMAN-ntlEOMAN) 


0 

flrO0O 
1.500 
2.000 
2,500 
3,000 
4,000 

$1,500 
1,000 
750 
600 
250 
0 

0 

$140 

$1,500 
2.000 
2, 250 
2.500 
2,750 
3,000 
3.360 

>  At  fmm  fcnfc  rm  of  14  pwewrt. 

Professor  Lampman  offers  the  rough  estimate  that,  all  other  thimes 
being  equal,  his  plan  (which  modifies  the  fax-law  definition  of  income 
in  certain  ways  that  would  reduce  payments  '«)  would  cost  the  federal 
pyernment  about  8  billion  dollars'per  year  and  save  the  states  3 
billion  dollars  per  year  (in  public  assistance  payments  which  the 
negative  income  tax  would  supplant)  for  a  net  eo>t  of  5  hillion  dollars 
per  year.1. 

As  an  alternative  to  the  fifty  per  rent  rate,  it  would  1*»  possible  to 
make  a  payment  in  the  entire  amount  of  the  negative  income"— in 
»  nlvf  1V<J,  guarantee  to  everyone  a  certain  minimum  income  (r.q.. 
3,000  dollars  for  a  family  of  four).  This  approach  would  have  the 
virtue  of  insuring  that  no  one  would  suffer  severe  material  privation 
Hut  at  the  same  time  it  would  eliminate,  for  a  large  segment  of  the 
population,"  any  financial  incentive  to  work. 

Comparing  the  two  approaches,  it  mav  be  observed  that  the  latter 
is  preferable  in  terms  of  direct  humanitarian  object ives  while  the 

#t# ^curtly,  rotirrn^nt  H*wrrU  m  inroni^  f.»r  flu-  mm»«- 

17  iff.  J|f  S,  " 

tnl&J&i&hwVt'Zy''''  *h""'''  r""  r"s"  '"  ""        NV  «•<"  2<».  vim. 
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farmer  is  better  in  terms  of  preserving  incentive  to  work.  Under  the 
Lftmprnm-Frtajman  plan,  the  fnaximum  payment  (or  "floor"  on 
total  resources)  of  1,500  dollars  meets  only  half  of  a  family's  presumed 
minimum  needs.  The  "break-even  point' —  that  is,  the  point  at  whujh 
no  payment  is  made— is  3,000  dollars.  Under  all  plans  there  is  a  fixed 
relationship  between  increases  in  earned  income  and  decreases  in  pay- 
•ments;  as  earned  income  increases,  payments  decrease.  This  relation- 
ship may  l>e  called  the  "taxM  rate,  which  descries  the  extent  to  which 
an  individuals  earnings  fail  to  contribute  to  his  financial  betterment,  , 
A  sixty  per  cent  rate  would  mean  that  payments  would  be  rcduml  by 
sixty  per  cent  of  earnings.  The  higher  the  "tax"  rate,  the  less  tire 
financial  incentive  to  work.  Under  the  Lampman-Friedinan  plan  the' 
rate  is  fifty  percent.  .  «# 

Under  the  second  plan  descril>ed  the  maximum  and  the  "hreak  eveiw 
point"  are  both  3,000  dollars  and  the  **taxM  rate  is  100  per  cent,  A 
comparison  with  the  Lampman-Friedman  plan  illustrates  the  inexo- 
rable relationship  between  the  maximum  paymenf  (representing  the 
welfare  or  humanitarian  goal)  and  the  "tax  *  rate  (representing  the 
incentive  or  economic  goal) :  the  higher  the  maximum  payment,  the 
higher  must  be  the  rate  of  "tax1*  on  earnings  in  order  to  "break  even" 
(that  is,  make  no  payments)  at  any  given  point.  Choices  are  limited. 
If  one  chooses  ;i  maximum  payment  ("floor")  of  2,000  dollars  and  a 
"break-even  point"  of  :J,000  dollars,  then  the  "tax*'  rate  must  be  sixty- 
six  and  two-thirds  j^er  cent  (localise  an  increase  in  income  from  zero 
to  3,000  dollars  must  1h»  accompanied  by  a  decrease  in  payments  of 
2,000  dollars).  This  is  illustrated  by  Table  i. 

TABLE  2 

Ificom  Subsidy  Tjx  DHpauWt 

rtttvrcef 

0  $2,000  *?.  000 

li.ooe  t.m  ...  2.m 

3,000  0    3,000 


If,  on  the  other  hand,  it  is  decided  that  the  maximum  payment  shall 
bo  2,000  dollar*  and  the  "tax"  rate  -hall  be  thirty -three  and  one-third 
percent,  Mien  (localise  payments  are  reduced  by  only  33;i  dollars  for 
every  1,000  dollars  of  income)  the  "break-even  |HiinT **  must  l>e  0,000 
dollars  ( which  means  that  some  payment  \s  ill  U>  made  and  no  tax  will 


fatmly 

'  income  r 

income 

Subsidy 

0 

RfiOO 

JI.UO0 

1.666 

7,000 

I,  JU 

3.000 

1,000 

4.0W 

666 

5.000 

m 

6.000 

u 

UBU  3 


3  > 
:  V/6 
WW 
4,  f>) 
4.6*6 
V  HI 
6.  uvj 


-*TMh  is  Ok*  a\*\*x%*.\\:\\  roi*<»mm<f»<l<Kl  hy   V,*!««  •ron.«mM  J .1  in-- -  T#4mii  r-Mn 
mtir  12. 
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It  can  readily  be  seen  that  there  is  an  infinite  variety  of  combina- 
tion* of  (a)  maximum  payment,  (b)  rate  of  tax''  (including  various 
I^T?^  K  (c)-  Mb«*^ven  points  If  it  is  assunled,  how- 
ever, that  cost  considerations  at  the  present  time  dictate  a  fairly  low 
break-even  point/ M  then  the  conflict  between  welfare  (dictating  a 
nigh  maximum)  and  incentive  (dictating  a  low  "tax"  rate)  cannot  be 
avoided.*  Negative  income  tax  proposals  tend  to  resolve  this  conflict 
in  favor  of  preserving  incentive,  while  existing  welfare  programs  tend 
to  resolve  it  in  favor  of  the  welfare  objective. 

II.  Basic  Changes  in  Approach  to  Welfare 

Given  the  limitations  imposed  by  considerations  of  cost  and  incen- 
tive, it  is  reasonably  dear  that  negative  income  taxation  cannot  pro- 
vide adequately  for  all  the  needs  of  potential  welfare  recipients.  It 
is  no  panacea.  At  the  same  time  it  may  well  be  a  useful  weapon,  alonir 
with  others,  in  the  "war  on  pov  erty,"  and  may  advantageously  supplant 

pl^^oSes^SS'ry"  "  ^  °T     Pim'  ThUS  a  companU^  aP 

A.  Minimization  of  Cost 

In  comparing  negative  taxation  with  other  devices  for  rlieving 

V°^Hl'  °ne  the  UilsH'  ISM,es  tI,!"  must  ,)e  considered  is  how  good 
a  100  the  negative  tax  does  of  insuring  that  payments  will  m,  to  people 
who  are  needy  ami  only  to  such  people.  In  terms  <>f  providing  some 

I2L  *  HF?  .  .Wh°  *T  in  fact  ne*(1^'  the  negative  tax  would 
2Ki  °  ratC  M,lv~«t  least  if  it  is  assumed  (a)  that  a  procedure 
can  be  developed  to  ,«.iin.t  current  payments,  instead  of  waiting  for 

\Sr.  taX  Petlin,,  m<{  {b)  tluit  the  task  wf  timing  benefits  will 
present  no  more  of  an  obstacle  to  potential  claimants  than  does  the 
task  of  claiming  present  day  welfare  l>enefits,  On  the  other  hand  the 
negative  tax  raises  some  very  serious  problems,  to  say  the  least,  when 

"  ffi*  Keutaa.  supra  nnfc  1S.it  SS 

^.^«S{K^   

MJJJ!,TT  thS  Ztiii  tK^a!iXP  f»xwth»ii  »lif.uld  not  bo  thought  <>t '  n*  i  "wrlfttrr 

PU*  Ta*  J   iir*  *>iti  -n  4  KilA.     w%  1   *l£J  I1:  ,"'1.  «,,I"*ri>i   lit  Simf/f,,  ttit  *.  f;j 
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w©  ask  how  good  »  job  it  does  of  denying  payments  to  people  who  do 
not  need  them*  It  should  be  noted  parenthetically  that  to  discuss  this 
tot  proposition  is  not  to  imply  that  minimisation  of  direct  costs  by 
limiting  payments  to  the  needy  is  tlie  only  goal  of  a  good  welfare 
program*  Efficiency  of  administration,  fairness,  preservation  of  indi- 
vidual dignity/4  and  other  cbjectives  must  be  considered  as  well,  and 
the  accomplishment  of  these  objectives  may  in  fact  preclude  mini- 
misation, of  direct  costs.  However,  as  long  as  unlimited  funds  are  not 
—  available  and  as  long  as  there  are  alternative  devices  for  distributing 
those  funds,  such  minimization  does  seem  a  relevant  consideration. 
And  certainly  if  the  total  fund  available  for  distribution  is  regarded 
as  more  or  less  fixed  in  amount  regardless  of  the  manner  of  distribu- 
tion and  if  that  fund  is  not  adequate  to  meet  all  needs,  any  significant 
diversion  of  benefits  from  needy  to  nonneedy  i*nsons  is  a  matter  of 
very  serious  humanitarian  concern. 

/,  Capital  asset* 

One  reason  Vhjr  negative  income  taxation  may  be  thought  to  do  a 
bad  job  of  minimizing  cost  by  denying  payments  to  people  who  are 
not  in  need  is  that  our  income  tax  system  does  not  take  account  of 
wealth  as  such.  Thus  it  would  be  possible  for  a  person  to  have  sub- 
stantial assets  and  still  have  a  negative  income  entitling  him  to  pay- 
ments* For  example,  a  man  disamed  and  deprived  of  income  from 
work  for  a  year  or  so  might  have  savings  on  which  he  could  live. 
Similarly,  an  elderly  couple  might  have  a  house  plus  modest  savings 
but  very  little  cash  income.  To  be  sure,  in  such  cases  it  might  well  be 
argued  that  payments  under  the  negative  tax  would  lx>  justified,  or  at 
least  not  objectionable.  This  is  particularly  so  in  light  of  the  fact  that 
the  problem  is  probably  not  one  of  serious  magnitude:  very  few  low- 
income  people  have  significant  amounts  of  assets.25  The  elimination  of 
any  exhaustion-of-assets  requirement  not  only  would  remove  an  ele- 
ment of  harshness  from  the  welfare  system,  but  also  uould  eliminate  a 
ruljp  wliose  unpopularity  can  \*e  exacted  to  result  in  avoidance 
•  efforts— that  is  to  say,  cheating — of  a  serious  magnif  ude.  Such  cheat- 
ing could  lie  fairly  difficult  to  detect,  If  the  assets  n re  modest  in 
amount,  it  is  possible  that  they  could  i>e  concealed  fairly  easily,  or  they 
might  ln>  transferred  to  children  or  other  relatives  or  friends  in  con* 
temptation  of  a  claim  for  welfare  *-talu<a."'  Since  the  temptation  and 
op|H>rtuuity  for  cheating  seems  great,  any  >enou>  etfort  to  enforce  the 
statutory  reouireineiu  would  probably  have  to  Ire  hated  on  the  assump- 
tion that  all  claimants  aiv  potential  liars  Suspicious  interrogation 
ami  investigation  would  thus  In*  largely  iiuatoidahlc  and  all  hut  the 
most  insensitive  claimants  would  lie  likely  to  |n*r<  cive  rhe  enforcement 
vtfort  as  oppressive  and  "degrading/' 

The  uni>opuIarity  of  the  exhaustion  ot  :i-M^  nu|uireinent  was <  dem- 
onstrated recently  in  debates  over  medical  care  for  the  aired  and  in  the 


-»  S<**»  jt  7'JS  infra. 
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«*TliN  \tt\»U\em  ha*  \hi*u  n'ttinkil  h*  -nftlriruilv  *f>ri"ii*  t>>  ^-tu-TM*'  !•  ^i*l.n t*tu  <l<  ^ijcirtMl 
fit  in\.tlUl4tr  Mich  iran-f^r*   s<t\         W'tn.  sti'f  tl4UY\i    'ihr  tVi*<<tn*in 
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S!^!EL  hS3  H  °f  *n?"m*™s"  *«{  in  favor  of  "insurance."  «  On 
tft»  other  hand,  the  unwillingness  of  Congress  to  abandon  such  an  ap- 
proach complete  ly-at  least  as  to  "welfare"  programs-was  reflected 
22?  2?*  reC*ntIy  m. !t?  kJ"**1  to  appropriate  money  for  the  rent  sub- 
Md^progrom,  after  it  had  been  noted  with  surprise  and  chagrin  that 

L27?lT?U  d  reCMVe  *i  ?nt  subsi,d>;  even  *I>0«^>  »'e  had  substantial 
assecs,  mus  are  revealed  some  of  the  conflicting  strains  underlying 
our  approach  to  welfare  problems.  The  negative  income  tax  chooses  the 
approach  that  is  far  more  palatable  to  welfare  recipients,  ami  thus 
sacrifices  the  goal  of  cost  minimization.  1 

Even  i f  it  were  agreed  that  certain  capita!  assets,  like  savings  «ur- 
counts,  homes  and  so  forth,  should  be  disregarded  for  pin***  of  the 
negative  tax,  bv  no  means  all  of  the  problems  of  the  pro  per  treatment 

J™?"?  of.c5Pttai  assets  fhiU       returned  to  the  individual  in  the 
«ELSfiEn°d*  F?>'menf<?-  Should  »he  fact  that  wealth  has  lw  trans 
£??Si£!?*»fc,?ht  f°  l*"0/1"'  1'ayn^nts  make  a  difference?  Of  course 
It  lg  unlikely  that  many  of  the  people  who  would  fall  below  the  poverty 
line  as  defined  by  any  negative  tax  plan  would  be  beneficiaries  of  Pri- 

J22j£2Sftb?it  at  Ah°?  l*n*U"\  p,ans  to  w,,ich  employees  have 
contributed H  To  the  extent  of  previously  faxed  employee  contributions, 

nrTpTfT  t  TTl  '\ke  *nn™iw*-<  -nstitufe  a  return  of  capital 
£w£2s*    »  ab?"f  P!l>'menfs     retired  persons  under  the  So- 

cial Security  Act  If  such  payments,  presently  excluded  from  income,7" 
were  brought  back  into  income  for  purpose*  of  the  negative  tax,'"  then 

r#?Sk  i  m  *  P01?10"  °f  SUch  P™"™'*  which  could  I*  regarded  as 
attributable  to  employee  contributions?  Should  these  amounts  In-  re- 
garded as  a  return  of  capital?  If  so,  must  thev  lx>  disregarded  under 
the  negative  tax  as  long  as  all  other  forms  of  capital  are  disregarded  ? 

It  may  well  be  that  agreement  could  W  reached  to  adhere  closely 
to  existing  concepts  of  taxation  of  income  and  to  accept  the  conse- 
quence of  some  payments  to  people  not  really  it,  "need"  in  the  tradi- 
tional sense.  But  to  make  payments  to  such  people  is  to  depart 
substantially  from  the  premises  of  existing  welfare  programs" 
rerhaps  even  more  importantly,  were  we  willing  to  ignore  wealth  in 
making ^determinations  of  eligibility  for  welfare  U-nefits,  then  a  good 
Ueal  of  the  basis  for  objecting  to  existing  programs,  ami  for  hesitating 
to  accomplish  our  welfare  objectives  by  expanding  them,  would  disai£ 
pear,  because  the  requirement  that  a  welfare  recipient  exhaust  hi*  own 

SS2f.Sf  ?u!UFnu*  to  ^  P"bIi<*  for  help,  together  with  the  policing 
problems  that  such  a  requirement  seems  to  present,  has  l>een  one  of  the 
most  serious  sources  of  criticism  of  many  existing  programs. 

T^SSSJB„'4;'w'«,5S2  SSii'iilfnYJ'A!  '»'■'«:", i.   n„,r,,„ 
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9.  The  definition  of  "income" 

Further  problems  are  raised  by  the  extreme  liberality  that  Congress 
has  demonstrated  in  allowing  exemptions,  deductions,  exclusions,  stud 
credits  in  the  existing  tax  structure.  The  result  is  that  "income1'  for 
tax  purposes  is  only  a  distant  cousin  of  "income"  in  un  economic  .sense. 
Difference's  resulting  from  certain  business  deductions—like  the  oil 
depletion  allowance,"  accelerated  depreciation,33  and  the  investment 
credit  are  probably  not  worth  worrying  about  since  only  rarely 
would  they  reduce  income  below  the  poverty  line.  The  prospect  of  a 
Texas  oilman  receiving  a  welfare  payment,  while  it  seems  ludicrous, 
do^s  however  serve  todramatir,e  a  more  penernl  phenomenon.  The  fact 
is  that  a  ^welfare"  payment  made  to  such  a  f>crson  is  different  more  in 
appearance  than  in  reality  from  the  benefit  presently  l>estowed  under 
our  incomo  tax  law.  Money  that  the  oil  man  is  ahead  by  virtue  of  an 
extra -generous  depletion  allowance  is  worth  just  as  much  to  him,  and 
costs  other  taxjwiyers  ju?4  ;in  much  in  additional  burden,  as  money  that 
he  would  be  ahead  by  virtue  of  a  payment  under  t  lie  negative  income 
tax.  Similarly,  if  a  taxpayer  has  an  income  of  5,000  dollars  per  year 
and  is  over  sixty-five  years  old,  the  100  dollars  or  so  that  he  saves  by 
virtue  of  his  extra  exemption  Vt  is  worth  just  as  much  to  him,  costs  the 
rest  of  us  just  as  much,  ami  has  no  more  apparent  justification  than  a 
cash  payment  to  the  same  man  under  the  negative  income  tax.  Yet  it 
seems  very  unlikely  that  the  public  would  jieiveive  the  identity  of 
result  and  treat  the  cash  payment  with  the  same  apathy  that  it  has 
bestowed  upon  provisions  that  •'merely"1  reduce  tax  liability. 

Like  the  problems  raised  by  business  deductions,  the  problems  raised 
'by  |>ersomu  deductions  and  by  exclusions  are  not  likely  to  lie  serious 
in  magnitude,  though  every  year  there  would  undoubtedly  be  some 
fairly  well-to-do  people  whose  income  for  tax  purposes  would  fall 
below  the  poverty  line  because  of  an  extraordinary  casualty  loss™  or 
medical  exj>ense  17  or  l>ecause  they  received  only  tax-exempt  interest 3* 
or  payments  on  a  |>ersoual  injury  judgment/'4  Of  far  more  serious  con- 
sequence,  ltowever,  are  the  problems  raised  by  cash  receipts  such  as 
social  security  payments,40  various  forms  of  public  and  private  assist 
mice,"  children's  wages  under  000  dollars  certain  Hii)|>ort  payments 
pursuant  to  a  divorce,1-  regularly  recurring  gifts  ami  voluntary  pri- 

»te  sup|K>rf  payments,11  and  scholarships1 1  ,\<  well  as  the  extra  ex- 
emptions for  blindness*'  and  for  U-ing  over  Hxty-five.'<:  A  further 
source  of  serious  concern  is  imputed  income  in  the  form  of  the  rental 
value  of  owner  occupied  homes  ami  the  value  of  homegrown  food  on 
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fe'^A^lfil^w"1  Pr^'r  °f  •"«ion»,  **»*>«•  i"  cost  of 
^ll**?-  I?  proviAe  a  "*dv.nmAe  dev  ice  that  is  S  52 

&  Responsibility  of  relatives 

'    ^#Thti°!1  of.?>st  m,nirnijWf '<«>  i*  reflected  in  one  other  basic  fentur* 
™^ET,W?  \Un  P«W»»™-«»h.  requirement  ha  t^S  ^ShS 

family  ties  in  contemporary  society,  and  the  ihcimflrn|^^!S?iS! 
role  of  government  welfare  programs  public  <nniHi.<t  f£  *i  •  ffn,m.ant 
ment  may  ultimately  become  difficult     mus te r  ^Uo„  ^ITth'e^ 

™M  £.  .I"  ?',e  fh;lf  an  ,n<,ivi<»»"l  must  support  rerta  in  re  at  "  Js 
7toh£w$T7**'  fw  «™Pl'.  a  mmirement  that  a  <  KhISSJ 
hi?h  .„  i  i,  whRd  I"""""'""?  «^rt«l  H.e  family  l*fore  the  '■ ,  hi " 
birth  and  had  never  contributed  to  its  sup,>ort  Bur  the  oh  £  ous  t« 
dlT^h^  ^  FPPn^Kv  relative  seen,  to  stem '„o7o Zf ",m  t£ 
idea  that  the  requirements  may  l>e  unjust  or  unwise  lM.r  ,1^  from 

iSwJB?"5°n  tHflf  f>r0,,le'"S      ^fonement  are  L  Zv  Z   s  <«  ™ 
weigh  any  financial  or  moral  gains.  1  U 

It  can  readily  be  imagined  that  forcing  anv  unwillimr  person  t« 
contribute  to  the  snpport  of  a  relative  will  U-  difficult  Xffll l! 
embarra.ss.nff  to  the  relative  on  the  reviving  end.  I  it  he  ^  wlZ 
problems  se^m  to  have  ari^ 

At  first  blush  it  might  seem  that  enfoirinV  a  liii^u./r^oWimS^S 
nrSTm,flhf:,,tl  ^^mnable.  1 1 1  p  ra«t  i  ( e.  1 1  oweve  r^  cert  a  i  n 

?K  «S2  TT"Vltt"1  "**  eff<,rtS"  ,,n!*  P™«*'  quite  offensive 
These  s,de  effects  are  a  product  of  the  fart  that  once  if  is  decided  ' 

Ife/i*    T  h,W  WU,<1  <,""S  Uw  il  ^"tinninir  obli*  ion  o  K 
efforts,,,,,*  Ik>  made  toenforee  the  olfe,  ,<„,.  ( hherwisc  ti  e  m-S 
irniif.  irmiKmnble  hnsband  will  I*  Mw  oil  ,  „,,,.,,,i7ll"  at 7easV> 

'*  *****  n.»f€*  *r,  infr* 

»i%r< pttzh Vr./^v/;',% "r "•  ' 

ei^Tr  -r.,,,h„n  

MTln.  .WCl  jss  ;*vs  1*  ■»,<  7''ii  i  I'l  'i  i  ,  ,    •  M'"'if  il  II  ..t.ii.-  >    Ktr.  |,,„  r  <:•»  C  ,| 

which  hri<l  iifi.-.; nJf|fnib,fl  il     rmnirTim  ....  M,nt  k.'"'  "  M*  r  *  '  "  '  <"«ss 

1W*  ,n,r«  n»%+W  jH1«1s         •<-««!  t..  Iiur.-  idfi.1.  hr«.i.|«T  €f.|.lh-  .Mltti    x,*  fl  „  . 
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thin  his  compliant  counterpart.  The  so-called  Xoleo  Amendment  of 
the  federal  AFDC  statute  require*  Mint  the  states  "provide  for  prompt 
notice  to  appropriate  law-enforcement  officials  of  the  furnishing  of  aid 
to  families  trith  dependent  children  in  respect  of  a  child  who  has 
been  deserted  or  abandoned  by  a  parent ,r  M  This  pnoviskm  is  hardly 
likely  to  imprtive  whatever  chancer  there  might  have  I  men  for  recon- 
ciliation.^ In  addition,  several  states  have  adopted  the  further  re- 
quirement that  the  wife  co-oj^mte  with  the  state  authorities  in  pur- 
suing all  leptl  remedies  npiin.st  the  husband/'  In  many  instances  the 
wife  may  I*  reluctant  to  offer  such  assistance  Un-anse  she  regards  the 
effort  as  futile  and  distasteful  or  because  she  fears  retaliatory  action* 
but  the  law  makes  continued  receipt  of  l>cnefits  dependent  on  her 
co-operation.  Since  the  receipt  of  benefits  may  represent  the  differ- 
ence virtually  bettveeii  life  and  death,  the  wife  may  have  no  choice 
but  to  pursue  a  course  of  action  that  is  highly  repiij^nant  to  her. 
Anyone  who  views  this  kind  of  situation  with  sympathy  for  the 
wife's  best  intciot*  is  likely  to  react  Mronjjly  against  the  basic  rule 
that  led  to  her  iiiifoiimiufe"po-»ifmii.  Nejratr  e  income  taxation  could 
supplant  exMin^  rules  of  relative  rcs|Miusibilit\  ami  adopt-  new  an- 
swers to  the  (iiie>ttoh  of  who  should  liear  what  burdens  of  support,53 
Presumably,  however,  this  would  at  the  same  time  make  desertion 
somewhat  easier  for  husbands. 

£t.  Local  f!t  sitohslh'iVtty  ami  lit  %i<U  ncs  Rcqu<v*  w*  nts 

The  welfare  M-tem  in  this  c  ountry  has  in  the  past  U-en  based  on  a 
pattern  that  includes  a  hi^h  decree  of  l<»al  responsibility  and  con- 
trol"'0 This  means  that  to  a  considerable  extent  the  level  M  aid  ha> 
t>eeii  permitted  to  vary  from  one  locality  to  another  according  to  the 
resources,  cx|H»rieiiee/sctise  of  responsibility,  wi»dom,  prejudice,  ami 
so  forth  of  local  constituencies.  The  result  of  such  diversity,  of  course, 
is  that  in  certain  localities  U-nefits  will  lie  lower  ami  more  ^rud^infxly 
available  than  would  Ik*  regarded  as  tolerable  in  other  areas.  It  also 
means  that  in  some  ureas  lieitclits  will  lie  higher  and  adluitiist ration 
more  companionate  than  would  lie  the  ea*e  if  Mainlands  had  to  lie 
itpved  ii|mmi  at  a  national  level.  This  op|»'rtuitity  for  diversity — in 
welfare  as  in  education,  road  building  and  all  >ort-  of  other  govern- 
ment protrrams    is  .-imply  a  characteristic  of  i'cdcralMit. 

Our  concept  of  local  responsibility  as  thn-  sh:i|M-d  r:ii*e>  the  prac- 
tical problem  <>f  competitiveness  with  re-pecf  to  fax  rates.  If  a  high 
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fc? ZLZZ      J*"      19  l*1™1"**  t0  attract  to  one  area  the  wel- 
£5^P«.i  uf^°ther  are^  th,e  ta?tt  in  the  firs*  «**  must  rise, 
may  be  driven  away,  and  a  downward  spiral  of  increasing 

SSn^JifeVS  ln$U8tn?  m»y  N"  *•  Or  at  least  there  might  be  a 

SSfo te?hl£?7f  ^ * re8u  V  T,**>lution  " ^therto lower 
be^ts  or  limit  them  to  long-term  residents.  Choosing  the  latter  alter- 
n*t  ve  will  result  in  inevitable  hardship  to  some  transient  pauperis 
well  as  serious  problems  of  implementation,"  The  negative  ncoine 
tax,  like  any  other  national  program  financed  by  federS  taw  3d 
eliminate  most  of  these  kinds  *3  problems.  It  would  do  so^owXr 
only  by  meeting  much  of  what  is*left  of  the  notion  that  ^en  wfthin 
co"m£  °f  !u  18  CWl£try  «Pon.ibility  for  relief  of  ,ZJy  li" 

comes  greater  as  the  problem  comes  closer  to  home.  This  is  not  th* 
place  to  debate  the  merits  of  such  a  choice,  but  it  d™  seem  appropriate 
to  point  out  that  such  a  fundamental  vah,e  choice  i ™  faTthf  coii 
sequence  of  adoption  of  the  negative  tax.  1 
C.  Paternalism 

?£i«i£l *  e\I*'V",V,l'e  ■"»»«'  n.antal  problems,  employment  mid 
training  opportunities  mental  health,  budget  management"^ mkE 

^SZd:rT'U'r  A  vita?q,,es!ionTa 

SLi,nS  ,^  T  °f  S"\'U  "  *™«l\of  l"*«»*'«».v  helpful  and  presumably 
dedicated  people  is  whom  should  (hey  help  arid  in  what  rim, instances' 
Many  of  us  doubtless  could  l*neHt  froih  informed  rounse Vma  vTto 

SEE  "J?  ^J™5*  fo  fi,cts  «ould  1*  the  creation  of  a  system  in 
Jo^Sl  ™k,r' T  ^  ^^^"r  l>?  «  ^vernn^t  emSed 
dSSSLhST  *K Ji>0  WpU,d,  ,nT,nT  inf0  *•  individual's  personal  fife, 

37n;£fV"-V  k,mcl  °,f  Co,,n.f  !in*  or  <*»*r  services  were 
needed,  and  offer  adv. ee  alwut  the  availability  of  such  services  Such 

ZffE^&A  ST  reinf°rCe1  by  "»«ng  «rt«n  mmncial  Kefits- 
tSLZ^JZ  ,  Rr,pereonal  ex<>m^,on  ,mder  thp  fetloml  income 
tax^lewident  upon  "co-operation"  with  the  worker.  This  kind  of 
unsolicited  intrusion  into  ,>er*>nal  live,  might  produc !  " ulitantia 

SK^h  *n.°n  ,Tfl,c-v  "r,<i  '"^"'leuce  that  ^ems'imon.. 
H  *'J  7,r"ot,™«  »<  Hie  proper  rofe  of  government  in  our  free 
society  The  fact  ,s,  however,  that  the  kind  of  paternalistic  govern, 
mental  role  just  described  seem*  to  U*  a  predominant  ami  widely  ac- 
cepted characteristic  of  existing  welfare  programs  in  this  country  " 
r  or  example,  the  manual  for  public  assistitn.-e  promul.rated  bv  the  \\vis 
ropain  Department  of  Public  Welfare  contain-,  the  foU„i,'j,„r 
ments  in  its  introduction:  ,  " 

Uiw    lwrrtv  aaiafnit  a  more  j.rortocfire.  «iii-frliW  \\f,-  ;I,„|  »...  i  "L!,l  I 
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tm  toetal  •trrke*  i*f  usUtiof  clients  to  m«et  tbelr  p*raoo«l  nod  social  Btedf 
♦  ♦  Uott  flu»ilte»  tad  lodiridunU  come  to  tbe  county  welfare  department  for 
faaortjU  afvUtanc*,  bot  frrqaeaUy  tWn  need  is  a  nymptofli  of  the  client's  Inability 
to ftwdtoa wlflkwt owtaUte help  •  •  •  • 

It  amns  safe  to  say  that  this  quotation  reflects  the  following  atti- 
tudes and  assumptions:  that  welfare  clients  often  have  personal  prob- 
lem that  they  cannot  cone  with;  that  they  can  1*  helped  to  solve  those 
problems;  that  they  might  not  be  capable  of  seeking  appropriate  help 
on  their  own;  and  that  the  fact  of  their  financial  dependency  justifies 
an  active  role  by  a  government  agency  in  examining  t'te  question  of 
need  for  services  ancfin  offering,  or  even  urging  the  acceptance  of,  such 
services.  In  a  sense  these  are  very  humanitarian  assumptions :  they  tend 
to  insure  that  no  poor  person's  nonfinancial  problems  will  be  ignored. 
But  they  are  also  clearly  paternalistic.  . 

The  broad  reach  of  this  paternalism  on  the  part  of  ffovernntent  is 
illustrated  by  the  activities  expected  of  a  caseworker  in  Wisconsin; For 
example,  in  connection  with  enforcing  the  requirement  that  relatives 
of  welfare  clients  contribute  to  their  support,  the  caseworker  is  in- 
structed that  "although  a  relative  may  be  unable  to  make  a  financial 
contribution,  it  is  important  to, explain  fto  him]  *  *  *  that  he  ma^  be 
able  to  offer  *  *  *  visits,  letters,  and  other  indications  of  continuing 
interest  in  the  recipient  *  *  Vw  Similarly,  the  caseworker  is  advised 
that,  incident  to  the  job  of  providing  financial  assistance,  he  is  respon- 
sible for  "recognizing  what  services  a  father  needs  and  referring  him 
to  and  supporting  him  in  the  use  of  community  resources,  such  as 
clinics  for  alcoholics,  vocational  rehabilitation  agencies,  etc.  *  *  */f#l 
Lest  the  caseworker  misunderstand  his  role,  he  is  furtlter  instructed 
that  lie  "must  help  the  father  to  feel  that  he  is  or  can  be  essential  to 
strentghening  family  life  *  *  and  must  help  him  to  "understand 
his  responsibility  to  the  family  "  ** 

The  extent  ta  which  the  welfare  recipient  is— or  feels  J  hat  he  is — 
coerced  into  accepting  the  advice  of  his  caseworker  cannot  he  deter- 
mined so  readily.  It  can  l>e  noted,  however,  that  welfare  departments 
have  very  broad  discretion  in  awarding  aid  and  in  varying  the  amount 
to  meet  special  needs;  that  to  mupy  recipients  the  caseworker  may  be 
the  embodiment  of  power  and  authority;  ami  that  caseworkers  and 
their  supervisors  are  likely  to  lie  convinced  that  the  services  offered 
ape  ones  that  are  badly  needed.  In  addition,  the  welfare  recipient  s 
failure*  to  accept  services  might  induce  the  caseworker  to  invoke,  or 
threaten  to  invoke,  certain  statutory  provisions  that  the  recipient 
would  probaMy  find  highly  objectionable.  Tor  example,  tbe  Wiscon- 
sin statutes  p;  '  ie  that  "the  coimtv  ajrenry  may  require  the  mother 
jo  do  such  remunerative  work  as  in  iN  judgment  she  can  do  without 
detriment  to  her  health  or  the  neglect  of  her  children  or  her 
home  *  *  Kof  the  mother  who  mu-<id<'V<  that  her  full-time  pres- 
ence in  the  Iwmie  is  vital  to  the  happiiH and  well-lwing  of  her  chil- 
dren, a  threat  to  invoke  this  provision  would  l«*  a  very  |*o%verfiil 
fU'<i|Nfit  in  Ihe  hands  of  the  ra«euoiker.  and  f»tic  « i caddy  imagine 
a  situation  in  which  the  caseworker  in  all  u<h  (  fait Ii^tiiiirttr  consider 
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^.on*?88  ****  mother  accepted  certain  instruction  or  advice  about 

EEte^a^^     **  h— d  £ 

I,  JbL^I^i*11ihis  V1**  for  ^ter «  ™«*  a  class  distinction 
;  t,te  ^ndent  poor  must  accept  a  pattern  of^vern 
Kllj&^i (or  P°tentia1  ""erference1)  wfth  the  ?  iES 

in  ^^n  '^   question  whether  suctynterference  is  justified  dXnds 

MC^lS*  Va',d,tjr  e?  Haf  mentioned  ibove  coneeK 

whether  the  poor  can  be  relied  upon  to  solve  their  own  problem*  ft 

Wdl  on  to  >vhYch  the  poor  are  aware  SuSSZm 

a^Sbl^rh  ^  fhe  d^inction,Wthe  aUeSStivi  thaTJre 
fltSL  'or  bringing  services  to  those  who  need  them  and  on  the 
nnDortance  attached  to  equality  and  individual  *\U&£miZi3 

fh^rnonnl^  of  -  " tems  of       abi,i*  *> ^  ■** 

of^K^aJul  VTfil!  inC°,M-  tM  70uM  n0t  menn  al>«»«lonment 
01  counseling  and  the  other  services  of  government  amuro  3ni»l. 

SV^I°£d  to  I*  available,  butt  leaT^ 

to  E  Whe  hpr  ,  h  t;mc  co,lsum,ns  policing  tasks  now  assigned 
uL  «S •  :J  t,!ailP  W0U,<I  a,fer  ^u!>staiitial1v  the  actual 

of™"™      ^rvires  and  whether  .such  a  change  would  be  for  better 

somewhat  related  to  rhe  notion  that  a  welfare  recipient  is  existed 
n*TfttTmS,OM  "       ^rther  belief  t haf  heca n- 

SEL  •  TV"  "*mm*««  his  own  benefit  program.  lVhSe  our 
tox  .ystem  ,«  based  upon  the  assumption  that  ta*pnwrs  l  o,dd  asS 
heir  own  liability  or  freedom  from  liability,  subject  to  Ct  33k. 

#L  «  «  •  ?     «*  determined  by  a  representative  of  Government  in 
>«-««S~»-      I»u1  the  welfare  'approach  is  a ,7™  .  t  Ttl  e 

thereto  2£?r fc'T ?!  V T.T^  * 
rnereio    netessarilj  harsh.  Hie  temptation  to  cheat— indeed  the  need 

wl^T,l,a>      ^U(-  with  benefits  so  low    e  ne  ,S 

cuni8ta114.es  from  causing  intolerable  privation,  and  it  may  welHw  ii,«l 
convenient  and  ex|*ditm,.s  for  the  client  to  .onsult  \^i»Z!!^3 
jWsuch  changes  than  to  rite  a  net  of  form,  and  wai  f  r  S 

Muint  ,tself  so  ,l,at  payments  under  the  ueirative  income  u  x  o„|  be 
made  auAciently  rurrei.r  to  m-Ogni/e  that  ,„Mde  a  ho  ,,  ,  |  ,  of 
their  income  may  need  payments  immediately,  not  at  the  e,    of  |  e 
*  »W  «•«!  of  the  iiKmth: In  .piie  of  all  of  VJ.fJ "  the  £ 

fMNTflt  rfltlllrmrnt.  Ofl,rr«l«.  r  ^.^t.TlIf  til  mn.M.l  h.  ',nn  ,.a">1',n  "r,Ur  «"  «<T<",<I  With 
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is  that  welfare  recipients  are  denied  the  sense  of  self-reliance  and 
trustworthiness  that  ts  accorded  to  taxpayers* 

Those  aspects  of  our  current  welfare  Institutions  could  be  changed 
without  changing  its  structure— without,  for  example,  making  the 
radical  departure  that  is  involved  in  adopting  a  negative  income  tax. 
Welfare  codes  could  be  revised  to  provide  that  the  sole  function  of 
the  caseworker  would  be  to  determine  need  and  that  it  is  no  business 
of  his  to  counsel  or  supervise  the  client  in  any  way.  A  self -assessment 
system  could  he  adopted,  as  has  been  done  recently  in  New  York,05 
Changing  the  btoiccna racte risi i cs  of  an  entrenched  system  could  be 
very  difficult,  hdfeevef \  and  it  might  appear  that  the  same  changes  can 
be  accomplished  more  quickly  and  completely  bv  replacing  the  present 
system  with  negative  income  taxation.  But  such  a  course  could  repre- 
sent^ he  height  of  foolhardiness.  The  existing  structure  is  a  very  com- 
plex product  of  the  accretions  of  many  generations  of  legislative  and 
administrative  experience  and  activity.  This  is  not  surprising.  Com- 
plex, changing  social  problems  are  not  solved  by  the  once-and-for-aH 
adoption  or  simple  (or  even  elaborate)  rules.  To  make  changes  within 
the  context  of  such  a  system,  one  must  first  undertake  the  forbidding 
task  of  acquiring  an  understanding  of  it.  Yet  the  system  may  still  con- 
tain, or  appear  to  contain,  anachronisms  and  inconsistencies.  It  is 
tempting  to  suppose  that  the  inertia  and  opposition  generated  by  an 
entrenched  bureaucracy  can  be  avoided,  along  with  the  task  of  acquir- 
ing expertise,  by  approaching  the  problem  from  an  entirely  new  angle. 
This  is  essentially  what  the  negative  tax  would  do.  But  a  course  as 
radical  as  this  is  bound  to  be  dangerous,  since  prediction  of  all  the 
ultimate  consequences  of  change  is  virtually  impossible.  The  line  be- 
tween excessive  timidity  and  justifiable  caution  may  be  difficult  to  find. 

Z>.  Articulation  of  Hales 

From  the  perspective  of  a  lawyer,  and  of  a  tax  lawyer  in  particu- 
lar, one  very  interesting  and  significant  aspect  of  our  present  ap- 
proach to  welfare  (not  including  "insurance"  programs)  is  the 
vagueness  of  the  statutory  rules  governing  eligibility  for  payments, 
and  the  high  degree  of  discretion  thereby  delegated  to  administra- 
tors. For  example,  the  federal  legislation  establishing  the  program 
of  aid  to  families  with  dependent  children  (AFDC)  requires  that 
the  states,  as  a  condition  of  receiving  federal  funds,  submit  a  "plan 
for  aid  and  services  to  needy  families  with  children." cc  The  term 
"needy"  is  not  defined,  although  the  statute  does  state  that  the  plan 
must  ^provide  that  the  State  agency  shall  in  determining  need,  take 
into  considerat  ion  any  other  income  and  resources  *  *  *  as  well  'as  any 
expenses  reasonably  attributable  to  the  earning  of  any  such  income.**7 
The  Wisconsin  statute  implementing  the  AFDC  program  can  hardly 
l>e  thought  to  go  much  further.  It  provides  that  "the  amount  granted 
shall  1*  determined  by  a  [standard]  budget  for  the  family  iiijroich 
nil  income  [with  certain  insignificant  exceptional  *  <s  *  as  wvft'flfo 
cifieiise*  *hall  lie  considered. 99  **  The  vast  power  delegated  to  the  ad- 
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SSfSSFX^S9  Md  tteir1eniP,°yw*'  ^  .««*  a  provision  is  clew. 
^7""  not  eiK>H*h*  there  is  another  provision  which  reads, 

SU-fn^K  Pf?^1  ch,ld'  ?"*  «nder  this  section  shall  cease"" 
L*S°theSthat  fl,,at  Hie  recipient  be  a  -fit  and  proper" 

^^^Th^K  otstodv  of  [the]  *  •  *  dependent  rmlcF" 
the  e^nVf  statutory  fan^uage  Imposes  little  constraint  on 

tTTl'ri^^^  ancles  is  not  to  imply 
rSL-WO^JT  °ther  co"st,ra,,nts-  ^ere  must  be  some  operating 

™5S5Sff*and  i^al  ,eve'S    Pres«™My  these  rules  must  fall  within  a 

* aS^5?th,:di*fcM  to  "rovokc  demand 
S««1?^SL  addition  there  are  the  constraints  imposed  by  com- 
22%,  Pl^urcs  and  Probably  by  the  simple  fact  of  the  professional 
^f,^  responsible  for  drafting  rules  and  SS 
K;S'nt  of  the  Potential  welfare  recipient,  and  tie  low?r 
^Xf^&'y*^!"        "*  '^istfnguishable  in  effect 

JfoJ^thJ}".  dT,?l>men.t  °f  Tt  n,les'  and  °f  Procedures  for 
.ml  K5?        '  much '^tton  ,s.  'eft  in  the  hands  of  caseworkers 

2  ?  deimeS  P,ub1,.lsh.ed  ^  the  Department  of  Public  Welfare 

5Lt^Tg*ray  e,,m»nat,n«  the  vagueness  of  the  statute.  For 

mstance,  they  contain  a  chart  that  specifies  the  dollar  amounts  of 

ufil  to  lover        clothing  personal,  and  house- 

hold expenses  of  each  member  of  the  family,  the  allowances  vary 

in  the  household^  On  the  other  hand,  there  are  many  matters  as  to 
which  such  specificity  and  objectivity  are  absent.  With  resoect  to  a 
mother  s  duty  to  seek  employment,  the  regulations  provide  us  follows: 

.J.'.w'Z.Jl e^°> mw,t  with  a  mother  receiving  octane*  in  r*bnlf  of  de- 
<tm  .  <*'M«*n  require*  careful  eraluatton  of  the  i.<ed*  «f  rhe  <  i.iuiren  in  atT 
?B  f°  ,<,Ct:  """""f  the  woman'*  Proration  for  einplojme lit.  iCr  Jnt!i!2t 
^  ^If  .npport  and  current  Job  opportunity..  Son*  «  hildren re<i ilreTinoth*?? 

Bood  substitute  parent  part  of  the  day  " 

Similarly,  in  determining  whether  a  client  should  receive  nionev 
for  special  needs  such  as  a  new  dress  for  a  child  to  wear  to  her 
graduation  ceremony,  the  caseworker  1ms  little  formal  guidance 
other  than  the  statement  that  "careful  consideration  [shall  m  given 
to]  the  circumstances  of  each  client."  »  Thus  as  to  some  Issues 
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the  case  worker  has  considerable  leeway  and  consequent  power  over 
flie  client*  Moreover,  this  power  relates  to  matters  that  can  be  of 
very  vital  personal  concern  to  the  client.  A  negative  income  tax 
would  tend  to  minimize,  if  not  eliminate,  such  power  since  the  tax 
t-ode  is  generally  quite  specific  and  objective,  at  least  with  respect 
to  matiety  of  coticera-to  low-income  taxpayer,  4f -would  probably 
.h*  unthinkable,  for  example,  for  the  tax  law  to  provide  for  "such 
deductions  and  exclusions  as  seem  appropriate  in  measuring  the 
individual's  taxpaying  capacity/' 7a  There  are,  to  be  sure,  some  sig- 
nificant tax  provisions  that  are  quite  vague:  the  deduction  for  "or- 
dinary and  necessary"  expenses  is  at  good  illustration^  This  vague- 
ness has,  not  surprisingly,  given  rise  to  disputes.80  But  such  dis- 
putes normally  will  not  involve  poor  people  ami  the  people  who 
will  be  involved  are  likely  to  be  well  mt al  l  tied  to  protect  their  own 
interests.  The  courts  stand  ready  to  help.  And  in  any  event  the 
denial  of  a  deduction  of  a  business  ex|>eiise  is  hardly  likely  to  have 
the  same  grave  iiersonal  consequences  as  the  denial  of  an  allowance 
for  some  special  need  of  a  jwrson  living  on  the  edge  of  tolerable 
material  existence. 

While  the  delegation  to  caseworkers  of  the  power  to  make  highly 
individualized  decisions  may  sacrifice  objectivity,  it  lias  one  very  sig- 
nificant virtue:  it  can  be  highly  accurate,"1  The  preservation  of  the 
power  to  make  judgments  that  can  vary  with  many  unspecified,  and 
perhaps  unforeseen,  factors  tends  to  insure  results  most  precisely 
adapted  to  certain  kinds  of  goals.  Two  somewhat  conflicting  goals 
underlie  most  traditional  public  welfare  programs:  relief  of  poverty 
and  minimization  of  cost.  One  may  quarrel  with  the  latter  goal,  Imt 
if  sought  it  presents  some  serious  problems*  Minimization  of  cost  means 
that  welfare  recipients  are  expected  to  live  in  circumstances  that  are 
just  barely  tolerable.  They  cannot  rise  al*ne  this  level  or  the  cost- 
minimization  goal  is  sacrificed.  But  at  the  same  time  they  cannot  be 
permitted  to  fall  Mow  it  for  obvious  humanitarian  reasons.  The  mar- 
gin  for  error  is  very  slight.  Thus  maximum  precision  is  necessary*  and 
this  may  well  require  highly  individualized  decisions.*2  In  contrast,  it 
would  l>e  |K>s>ible,  if  we  were  willing  to  abandon  cost-minimization,  to 
use  an  extremely  objective  approach.  It  is  jx^Mble  to  make  money  pay- 
ments regardless  of  need.  The  OASDI  system  demonstrates  that  such 
a  system  can  !>e  highly  objective  and  ini|>e  rsnnal.litit  it  i$  somewhat 
wasteful  if  it  is  viewed  solely  as  a  device  for  relieving  or  eliminating 
poverty. 

If  the  foregoing  analysis  is  sound,  then  the  appeal  of  negative  taxa- 
tion as  a  welfare  device  may  1*  explained  in.  part  by  the  conflict 
between  objectivity  and  accuracy  and,  more  particularly,  by  tjie  virtue 
of  objectivity.  But  why  **  objectivity  a  virtue  {  The  question  is  diffi- 
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cult — perhaps  impossible*- to  answer.  However,  the  following  passage 
from  ail  article  on  income  tax  theory  by  Herbert  Stein  does  seem  todo 
a  good  job  of  evoking  relevant  react,  on* : 

Ofejtctirify  is,  of  coon*,  doc  neceemry  in  *  tax  system  and  ha*  xu.t  always 
been  highly  valued.  In  the  old  Chinese  system,  quota*  of  rax  liability  were 
parceled  out  to  tbe  Province*  on  tbe  iNials  ot  Che  Emperor'*  opinion  <>f  what  e«cli 
Pfwlaee  sboold  pay.  Tbe  Province  did  the  s*mt  to  tbe  district*,  which  did  the 
name  to  the  ebon  {groups  of  100  bos),  which  did  the  name  to  tbe  Ik*  ign>u\>H 
of  1C0  families  f.  The  ho  leader  a*»e»sea  ou  each  of  hi*  100  futuilie*  the  tax  lia- 
bility he  thought  etch  xhoald  pay,  Uased  on  hi*  intimate  knowledge  of  each. 
Such  a  *y*fem.  "properly  administered/*  could  be  very  fbir.  Certainly,  it  can  take 
account  of  many  relevant  variable*  other  than  Income.  The  U.S.  tax  svxtetn  may 
be  tmxNn*  In  this  direction,  with  the  WujN  and  Means  Committee!  in  lieu  ot 
the  no  leader,  making  One  distinctions  in  the  tax  treuunent  of  different  classes 
of  taxpayers.  But  it  is  fundamentally  a  kind  of  system  that  we  do  not  like  or 
regard  As  fair.  We  prefer  the  Justice— admittedly  rough— that  comes  from  tbe 
even  application  of  general  rules.  We  are  snsiricJous  of  the  kind  of  justice  that 
result*  from  caae4>y«aae  discriminations  among  classes  of  citizens  and 
taxpayer*." 

To  say  that  objectivity  is  a  virtue  is  not  to  say  that  all  statutes  that 
are  objective  will  be  popular  or  even  palatable,  AiK^bjective  rule 
may  produce  very  bad  results  and  in  such  cases  there  are  likely  to  be 
complaints  not  only  about  the  results  themselves  but  also  about  the 
impersonality  of  the  system.  Moreover,  some  decisions  might  be  so 
unfortunate  from  the  stand|>oint  of  the  individual  affected  that  the 
method  of  arriving  at  them  would  seem  a  trivial  consideration— as,  for 
example,  a  decision  to  take  hi  child  away  from  its  mother.  All  that  is 
suggested  here  is  that  within  certain  broad  limits  of  tolerability  of 
results,  a  system  in  which  decisions  are  based  on  detailed  published 
rules  that  refer  to  objective  criteria  is  likely  to  he  somewhat  more 
appealing:  than  one  in  which  roughly  similar  decisions  are  reached  on  a 
monad  hoc  basis.  This  seems  particularly  true  where  the  decisions 
are  being  made  by  a  large  government  agency,  in  which  the  advantages 
of  personalized  decisions  are  not  likely  to  be  achieved.  These  ideas  seem 
to  explain  part  of  the  appeal  of  negative  income  taxation,  which  would 
bring  to  public  welfare  the  objectivity  of  income  tax  law. 

E.  The  Categorical  Approach  ^ 

One  of  the  troublesome  aspects  of  current  welfare  institution*  is 
that  a  major  source  of  funds  is  the  federal  government  and  the  federal 
welfare  programs  \\v  in  large  part  categorical— that  k  thev  provide 
aid  for  certain  defined  categories  of  people,  such  a*  dej>endent  children 
whose  fathers  arc  absent  or  unemployed  (AFIX  V  "J<1  people  (Old 
Age  Assistance)/  and  the  blind  (Aid  to  the  Wind).*'  The  result  is 
that  there  are  some  very  unfortunate  gaps,  which  arc  filled,  if  at  a!K 
by  the  less  adequate  programs  of  general  assistance  financed  at  tbe 
state  and  local  level. 

One  of  the  most  serious  gaps  relates  to  the  A F I H 1  program.  Origi- 
nally AFIX'  made  no  provision  for  aid  to  families  in  which  the  father 

*>  SfpJn.  Wltif'M  Wtvw  With  ike  federal  Tttx  Su*ttm't  In  fiot'sr  r-.n>i    <>>  W\\h  k 

ihVu*n£ T'li"  ruW:'  r*J  *W"X  T^  C«mr.*MVM  fl»T   Ifo  iCww  i-rli.f 

■  •'•r.n.  !Vf  rtN#»  KMu.  Frarml  Income  T*s  Hr/orm-  A  Re><<t\nn  to  V<<i1v%*ur  /tftOti  -  Tit  ml* 
VKCjttom*.  42  T*%*m  tp.  170  <um\.  <H«*H«»Sn*  th*  *nm<.  Mo*,  umt  Mig*-»tltig  fli.it  in  flu. 
rfiwj  iff  tststloa  Ihe  *lrtui>  of  nbjM-tlrlf.v  He«  In  iht  (*ct  thM  it  retuU  to  mUiiwir*  r^iif 
loTwrtfttal  wotl        nr***d  &r  «ni«r*r«mfml  n?mf»Ari«0fi«  th.it         naf.nv<ir;iffU<  u>  tu*> 

-  T.fiL U '  *Wi  <<f>**>  xmvttUy  Die  or  UtsrsmU  %yh  SrtTist«s  Sonw, 
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was  still  tiring  and  at  home.  The  statute  was  amended  recently  to  per- 
mit  the  states  to  provide  aid  in  such  cases  if  tliey  wished,*7  but  many 
states  hare  not  taken  advantage  of  this  change*"  Not  only  is  this  tin- 
.  fortunate  in  itself  I mt  in  addition  it  lends  to  some  highly  objectionable 
enforcement  policies.  A  loving  and  conscientious  father  is  not  likely  to 
.want  to  leave  his  liome  hut  also  is  not  likely  to  want  his  wife  and 


children  to  starve.  If  his  presence  in  the  home  is  the  sole  Imr  to  welfare 
payments,  the  temptation  fo  fake  absence  may  prove  irresistible*  A 
zealous  enforcing  agency  may  then  consider  that  the  only  way  in  which 
it  can  successfully  fulfill  the  obligation  imposed  upon  it  "by  statute  is  to 
conduct  searches  at  night.  Thus  the  Midden  intrusion  into  t lie  home  at 
a  time  when  the  husband,  if  he  is  in  fact  at  home, ran  be  expected  to  be 
in  bed  with  his  wife/9 

The  problem  is  compounded  when  the  term  ''husband"  is  expanded 
to  include  any  man  living  with  the  mother/0  Again,  the  policing  efforts 
may  prove  highly  objectionable,  but  in  addition  there  is  the  perhaps 
unintended  consequence  of  using  welfare  status  to  enforce  a  moral  code 
that  is  not  enfotved  for  persons  not  in  that  status:  a  self-supporting 
woman  is,  for  all  practical  purposes,  free  to  invite  a  man  to  five  with 
her,  but  an  AFIX  ■  mother  does  so  only  at  the  risk  of  losing  her  welfare 
payments. 

The  negative  income  tax  has  the  advantage  of  avoiding  the  anom- 
alies of  the  categorical  approach.  Itrtvould  eliminate  welfare  gaps, 
though  perhaps  at  some  rost  to  those  categories  of  |>oor  people  who 
have  seemed  particularly  worthy,  deserving,  helpless,  or  politically 
potent,  and  who  may  have  fared  Vtfer  by  seeking  their  own  remedies 
than  by  joining  a  united  front.  It  is  by  no  means  self-evident  that  tlie 
losers  would  be  outnumbered  by  the  gainers. 

III.  Coxri,rsiox 

\  It  should  Ik?  clear  from  the  foregoing  discussion  that  negative  income 
taxation  does  not  repre*ent  simply  a  minor  procetlural  change  in  the 
tmansof  making  welfare  payments.  Its  adoption  in  any  meaningful 
form  would  constitute  a  rejection  of  -onie  fundamental  concepts  and 
gotiK*  of  existing  welfare  ;!i*titiitjons.  At  the  same  time  it  is  not  realistic 
to  suppose  that  a  negative  tax  could  U«  adopted  without  first  making 
some  jWnificaut  changes  in  exiting  income  fax  and  procedure**— 
particularly  as  to  the  definition  of  income*  the  concept  of  proper  tax- 
able unit,  and  the  accounting  |>vriod.  However,  if  the  latter  problems 
do  not  prove  to  In?  t*>o  serious  an  obstacle  »aiid  I  think  they  would 
not— theu\ho  negative  tax  may  repre-enf  a  particularly  apjtealing 
device  for  t^o<e  v/ho  would  like*  to  fee  the  federal  ;jo\ eminent  spend- 
iug  milch  infyre  money  on  relief  of  poverty,  lull  who  disapprove  of 
present  progi^nis  ami  despair  of  the  po^ibdni  of  changing  them 
directly.  \ 

If  negative  inVonie  taxation  is  vieued  a-  ;i  «  omplele  -iib-thiile  ulti- 
mately for  e\i>tiiW  welfare  program*,  then  it  e-ouM  psohably  fend  to 
eliminate  lho*e  features  of  pre.-eiif-day  uell.irc  that  ha\e  proved  ob- 
jectionable on  eifluV  humanitarian  or  libertarian  ^inimds    the  re- 


♦«  s**t*  Itt-ifU.  JuttirhtHfit  Kifh\>in>f  S*t*  ml  thi  t.  tut  i  *jih*f  f.<y<tt  f<<tu<*.  .J  \  .If.*; 
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qwrmnto  of  exhaustion  of  assets  and  of  reliance  on  support  from 
maim,  paternalism  and  control  of  conduct,  individualized  ad  hoe 
decision  making,  and  the  tight  fistedness  resulting  from  local*  control 
and  responsibility.  If  the  definition  of  income  for  the  purpose  of  mak- 
,n*  payments  was  changed  very  little  from  the  definition  now  used 
Ifir  purposes  of  taxation,  some  payments  would  1»  made  to  people  who 


.   ..nyy  P°°ri  tne  program  would  then  encompass  more  members 
of  the  "submerged  middle  class"  "  than  are  now  recipients  of  welfare* 
benefits.  With  all  these  changes  welfare  might  well  begin  to  seem  much 
more  respectable  and  less  "degrading."  However,  if  existing  programs 
are  to  be  eliminated  and  if  incentive  to  work  is  to  be  preserved  for  many 
people  who  are  presently  employed,  then  the  program  would  either 
become  extraordinarily  expensive  or  it  would  have  to  adopt  a  level  of 
benefits  (for  instance  a  maximum  of  1,500  dollars  for  a  family  of 
four,  as  under  the  Lampman-Friedman  plan)  below  that  which  is  " 
currently  regarded  as  adequate  A  program  like  old-age  assistance 
can  provide  adequate  levels  of  benefits  without  concern  for  incentive; 
toa  considerable  extent  this  is  true  also  ot  AFDC.  It  would  be  un- 
fortunate indeed  if  the  benefits  allowed  to  the  aged,  and  to  families 
with  dependent  children  and  no  means  of  support,  were  kept  below 
an  adequate  level  because  of  a  need  to  preserve  incentives  for  other 
groups  of  people.  This  kind  of  consideration  seems  sufficient  to  rule 
out  the  possibility  of  replacing  current  programs  with  any  kind  of 
negative  tax  plan  that  would  seem  feasible  from  a  cost  standpoint 
within  the  foreseeable  future.  Accordingly,  the  negative  tax  must  as 
WW  matter  be  appraised  on  the  assumption  that  it  will  be  oper- 
ated side  by  side  with  existing  programs. 

Once  it  is  seen  that  existing  programs  will  continue  to  operate, 
many  of  the  virtues  of  the  negative  tax  seem  to  vanish.  Welfare 
recipients  would  receive  a  basic  payment  under  the  negative  tax;  this' 
might  improve  their  material  well-being  considerably  and  give  them 
some  feeling  of  security  and  independence.  Nonetheless  they  would 
continue  to  find  it  necessary  to  turn  to  existing  agencies  for  help  under 
exist irfg  programs  in  order  to  achieve  anything  like  a  decent  standard 
of  hying  Whatever  evils  inhere  in  the  present  system  could  not  be 
avoided.  On  the  other  hand,  an  abandonment  of  the  idea  of  negative 
income  taxation  would  hardly  serve  to  eliminate  the  troublesonuTprob- 
Jems  of  public  welfare  that  are  raised  in  this  article.  Negative  taxa- 
tion basically  does  not  raise  new  problems;  it  merely  presents  the  old 
problems  in  a  fresh  perspective. 

The  fact  that  negative  taxation  probablv  cannot  replace  existing 
welfare  programs  or  free  the  poor  from  substantial  reliance  on  those 
,  programs  lends  support  to  the  notion  that  the  poor  ran  In-st  l»e  helped 
by  improving  the  administration  and  the  funding  of  rxHtiii"  pro- 
grams, by  improving  the  present  insurance  programs,  and  bv  c-tab- 
fishing  new  transfer  payment  programs  like  farr-ih  alhrnannV-  and 

"See  Friedman.  Book  Review.  J9«*  Wis  L.  Rev  W1  5.12 
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rant  subsidies.*  There  is,  of  course,  no  shortage  of  advocates  of  this 
approach,"  From  this  perspective  perhaps  the  most  important  role 
to  be  played  by  the  negative  tax  js  as  a  model  of  a  more  generous, 
'  if  not  to  say  I  topian.  welfare  system  to  be  hoped  for  in  the  some* 
what  distant  f  iture.  Also  it  might  be  a  useful  temporary  device  if 
Congress  were  at  any  time  to  conclude  that  more  money  should  be 
spent  immediately  on  relieving  poverty  and  were  unable  to  agree  to 
expand  any  particular  existing  program. 

Whatever  may  be  its  merits  as  a  device  for  relieving  poverty,  the 
negative  rax  seems  an  exceptionally  useful  vehicle  for  raising  im- 
portant issues  of  social  policy  in  general  and  or  tax  policy  in  par- 
ticular* The  problem  of  defining  income  for  the  purpose  of  making 
pavments  tends  to  focus  attention,  better  than  any  other  device  that 
1  pave  encountered,  on  the  apparent  unsoundness  of  many  sources 
of  "erosion"  of  the  tax  base.  After  all,  if  an  exclusion,  exemption, 
or  deduction  is  not  defensible  for  purpose*  of  making  payments, 
how  can  it  _be  defended  for  purposes  of  computing  taxes?  More 
broadly,  it  seems  to  me  that  anyone  who  is  genuinely  interested  in  tax 
policy  must  be  concerned  with  the  basic  issue  of  the  proper  role 
of  government  with  respect  to  the  distribution  of  income  ana  wealth. 
In  considering  tins  issue  it  makes  little  sense  to  look  solely  at  the 
revenue  side  of  the  ledger  (that  is,  at  the  tax  system)  and  to  ignore 
the  expenditure  side  (that  is,  transfer  payments).  Thus  a  certain 
baste  knowledge  of  our  system  of  welfare  payments  and  welfare  law 
seems  essential  to  sound  tax  policy  analysis.  More  importantly,  we 
should  all  be  concerned  with  public  welfare  out  of  simple  humani- 
tarian concern  for  our  fellow  man.  To  the  extent  that  the  negative 
income  tax,  bv  virtue  of  its  use  of  legal  concepts  and  rules  that  have 
traditionally  been  within  the  bailiwick  of  the  lawyers,  tends  to  stimu- 
late such  interest  anil  concern  among  members  of  the  legal  profession, 
it  will  have  accomplished  a  worthwhile  incidental  objective. 


*8f*.  c.e..  Editorial.  Rent  Subsidy  Rebuff.  NY  Tlm<*.  M&rrh  22.  1964.  p  3*.  col.  I 
(city  *1>  :  P*nn.  Sfomr  Poor  folk  Retifa  in  Mi4<tlfCtn*g  Hornet  Wifh  Help  of  V  £  Fundi, 
Wall  Str^C  Journal,  J*tK  24.  19fl*.  p.  1,  col  I  <Mld«<»«f  ). 

*  JW.  rap  Fprobarfa.  Poticiet  Affecting  tnc#mr  Distribution,  In  Povrrtt  iv  A  mekk  a  121 
(Gordon  eu,  I96.r»f  ;  &*hf>ttl.iOff,  Poverty  and  tnmme  Unintenonc?  for  the  igc<(  In  PcVEBTY 
i*  Amkru  v  227  (Gordon  IIMWj. 
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SECOND  THOUGHTS  ON  THE  NEGATIVE  INCOME 

TAX 

(Bmrtx:  Occrft  H,  Hltttefcraatf.9  Industrial  Relations — A  Journal  of  Economy 
**&  Socirty,  February  1M7 : 


I  readily  admit  to  finding  the  negative  income  tax  a  highly  attractive 
idem-  It  offers  a  method  of  doing  something  prompt  and  substantial 
about  poverty,  white  taking  a  long  step  toward  tax  equality  at  the 
same  time.  Nonetheless,  the  more  I  reflect  on  the  practical  implications 
of  the  scheme,  the  more  skeptical  I  become  In  my  judgment,  these 
emerging  doubts  are  serious,  not  fanciful  or  trivial  rnta*  they  can 
be  resolved  by  the  proponents  of  the  plan,  I  hold  that  we  should  con- 
cent  rut  e  our  attention  on  lese  ambitious  ways  to  improve  the  present 
system  of  incotip  maintenance  and  supplementation. 


By  "negative  income  tax"  I  mean  any  form  of  income  maintenance 
and  supplementation  based  on  the  mechanism  of. the  personal  income 
tax.  In  essence  this  requires  the  introduction  of  Treasury  subsidies, 
payable  to  low  income  households,  jib  the  counterpart  of  taxes  paid  to 
the  Treasury  bv  households  that  are  better  off.  Technically,  these 
subsidies  are  a  form  of  transfer  from  government  to  jjerson*  On  the 
same  definition,  taxes  paid  are  a  negative  transfer,  as  Lampman  bns 
pointed  out. 

The  logic  of  the  idea  is  unassailable  and  is  one  of  the  main  reasons 
for  its  attractiveness.  By  means  of  exemptions,  deductions,  and  ex- 
cludable forms  of  income  now  allowed  at  Jaw,  Congress  in  effect  has 
established  a  structure  of  minimum  earned  incomes,  geared  to  family 
size  and  composition,  that  are  exempt  front  income  tax.  However,  the 
income  must  l>e  earned  by  the  household  in  the  first"  place — from  its 
fofjor  and  its  property  holdings.  Above  this  no-tax  limit— |HT«entlv 
#{,000  for  a  family  of  four,  with  Imth  parents  under  fti  and  not  blind— 


Id produced  fro*:       0.S.  Congress.    House.    Resolved:  that 
the  Federal  government  should  guarantee  a  lainiaaua  annual 
cash  income  to  all  citizen*.    House  document  no*  90-172, 
90th  Congress,  1st  session.    Waging  ton,  U.S.  Govt.  Print. 
OM,>  1967.    p.  142-155. 
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the  Treasury  now  claims  the  right  to  share  in  household  income,  by 
levying  taxes,1  But  as  the  law  now  stands,  the  Treasury  has  no  col- 
lateral obligation  to  supplement  incomes  below  the  line,  that  is,  to 
share  its  revenues  by  payment  of  subsidies.  Thus,  the  system  is  both 
incomplete  and  inconsistent*  The  negative  iiKome  tax,  or  letter,  sup- 
plementation through  subsidy  based  on  the  income  tax,  would  cure 
these  deferta.  At  the  same  time,  it  would  reduce  the  present  inequality 
of  Incomes  amo'njri^rsow  bvMi^irg^ihsidies  to  atterith^ribnTTOTi  at 
the  lower  end,  just  us  taxes  now  result  in  altered  income  distribution 
at  the  middle  and  upper  levels. 

Among  the  proposals  now  in  circulation,  there  are  two  main  alterna- 
tive methods  for  dt-termiuiuj:  income  deficiency,  hot U  to  1h>  self-admin- 
istered by  the  rejK>rtiii£  family  or  unit.2  One  of  them,  originally  sug- 
gested by  Milton  Friedman,  is  to  fold  the  amount  by  which  the  total 
value  of  exemptions  and  deductions  exceeds  income  and* then  to  fix 
the  subsidy  at  some  j>etventage  of  this  excess,  after  deducting  50  per 
cent  of  income.  The  other  method— proposed  by  Lampman,  Tobin, 
Schwartz,  and  Theobald-  is  to  assign  every  reporting  unit  an  initial 
fixed  allowance  or  credit  /varied  by  family  size  and  perhaps  compo- 
sition), to  reduce  the  initial  valueof  the  credit  by  some  percentage 
applied  to  income  received,  and  then  to  pay  out  the* net  value  (if  any) 
as  subsidy/'  In  essence,  this  technique  substitute*  an  allowance  for  the 
present  exemptions  and  deductions. 

Distinction  must  also  1h»  made  between  full  and  fractional  guaran- 
teed income  plans.  With  a  full  guarantee,  if  there  is  no  other  income, 
the  siibsrly  is  fixed  at  \<H)  jnt  cent  of  the  designated  upper  limit  to 
the  range  of  |>overty  incomes,  i.e.,  any  short  fall  of  income  relative 
to  those  limits  is  wholly  made  up.  For'a  familv  of  four,  this  amounts 
to  ftl/MO  in  Schwartz  s  proposal  and  &i,2<*>  in  Theobald \  By  co»trastf 
in  a  fractional  guarantee,  again  assuming  no  other  income,  only  part 
of  rhe  deficiency  is  covered  by  subsidy.  For  Friedman,  the  minimum 
for  this  size  of  family  is  set  at  $l,frfM>!  For  Lampman,  it  rangts  from 
$420  to  $-J,<wk),  according  to  the  parti^ilar  variant.  Tohin's  minimum 
is  fixed  \\t  SlfilMV  Table  I  presents  a  systematic  i  nnnmrison  of  these 
(uao|Nrsed  minimum  guarantees. 

1  K.ich  mriiitM'r  »f  the  p^'rUntf  unit  n<>w-  h  >s  ,\  £6W>  rvmpHofi  Th**  nrr«nfi  flJlnjr  r-f*  a 
*2<M>  minimum  tf^Miff I . mi   phis  «HW>  i,|<Hf J„n:rf  f,,r  ?iN  ..tvp  r\<»mf.f  t>,n  .m<!  :i  <100  <|<fliic. 
Houjnt  v.ub  ;hMIU«ii.iI  f«rnipfl**n  I'.-r  f|»»«w  \\h>>  ;ir»»  »;*".  ,nH  -,v#t  «  r  \\\ut  ;\rv  hHn*\  <loiiN* 
viifirliih*  nrv  ;im;ir<|p<|  w 

JMt!f«»n  Frl#M|m:in  C<ipit<i1i*m  nn*l  PnMom  <rim  u-..  friiirMti  **f  CU\r,\t:n  Vtenn  urn! 
VU*«'tt\\tiimk*.  nHS:fl.|ip  IflO  ;  Rnfr-rf  J  f..iiitf>m.tn  \  >  <!<it*  <<  Hntr<  t  *comc  Titration' 
|if*>l»!inHl  f«»r  fhi*  Offlcr  nf  FVonnnilr  Mpp«»rf  »wlf  v  nm|-<*h!Mj«'<|  1?mVh  ;in<|  f/i#  fjunrantrrj 
VtMiMHttt  /*  #/  IftWfA  H'A'ff  ft  WohM  C»*if  i|..|ht.r«..|  .if  .1  f '.mfi-rmir  on  thp 

f#n,ir.inr*  (.#l  Minimum  In<'»ni<».  f  nlvi  *>lf >'  .,f  CfMr;itf"  i 'iH|"iMi-fii<fl  !!Ki«n  .r.iw*  T<»Wn 
Mrinnrnntltim  Rn*tr  A11<nrnncen  i  irrifinhll-tW ,  m,|  'On  Imi.r-vif,^  fff*  T.<  "fi"»ik  St.ifii* 
Mf  fb«.  **zrn  '  tMntat**  if  ,i|,  1  f**r, ,  ,»p  Mm  i;,j*(iri|  !:  s.hu.»rfA  \  W.h  m  ftwl 
nif  M<*.fn«  TmC.    ««^/  W*,rfr.  IX  « July  JW4i,  :s  12  or    .<i».i  i;..t,.rr  TI»-.t.iM.  I  ,rr  \ft» 
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ff"lnff  f hi*  f«r.  J 
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It  must  be  conceded  that  any  version  of  the  negative  income  tax 
involves  a  fiscal  innovation  of  the  first  magnitude,  -imply  I  because  it 
proposes  to  pay  out  transfers  in  cash  as  an  integral  part  of  the  income 
tax  itself,  rather  than  as  social  insurance  Ijeneftts,  |)i«l>lic  assistance 
payments,  or  subsidies  of  a  less  obvious  kind  (low- rent  public  housing, 
rami  price  supports,  ami  so  on).  But  from  the  standpoint  of  American 
socio-economic  thought  and  |*olicy,  what  is  really  revolutionary  about 
r  the  proposal  are  its  broader  implications:  namely,  that  government 
should  now-  guarantee  minimum  income*  and  that  tins  guarantee  sIkhiM 
lie  available  to  all  poor  households  filing  a  tax  return,  regardless  of  the 
reasons  for  their  poverty . 

Jo  undertake  such  a  guarantee  and  to  make  it  universally  available 
would  require  a  decisive  break  with  >ome  deeply  ingrained  traditions: 
.first,  because  at  these  low  levels  it  would  effect  a  divorce  of  the  receipt 
of  income  from  the  correlative  performance  of  lalwr  or  ownership  of 
property:  and,  second,  because  it  would  make  the  guarantee  deitendent 
solely  on  the  fact  of  income  deficiency,  regardless  of  cause.  This  latter 
element  represents  an  innovation  of  singular  importance  N'o  longer 
would  the  right  to  assistance  defend  on  a  •tlintrmg  of  handicap*  to 
earning  a  living— -such  as  old  age,  disability,  or  a  broken  home—the 
so-called  -categorical"  approach  now  followed,  under  wbieh  the  able- 
l>odiexLi»djilt  poor  and  their  families  are  largely  t>\<  I  ode.  I  fmm  income 
maintenance. 

But  there  is  more  to  the  formal  side  of  t lu-  myatitc  income  tax.  Anv 

version  of  the  idea  must  fare  iip  to  the  double  lie  i-  of  disincentive 

to  work  and  total  fiscal  cost.  What  shall  I*  done  about  ihe  other  in- 
come of  most  |>oor  families ^  Shall  it  !*>  otf-et  against  rl.e  guarantee, 
as  all  plans  except  Udy  Rhys- Williams*  promise  ?  If  so,  »b«t  should 
he  the  rate  of  offset  i  If  there  is  to  be  one,  shall  laments  from  OASDHI 
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or  line mployment  compensate on,  or  payments  from  public  assistance,  be 
included  within  other  income?  And  if  the  guarantee  is  to  be  based  on 
existing  exemptions  and  deductions,  shall  the  double  exemption  privi- 
lege for  certain  persons  be  retained  or  dropped  ? 

Any  minimum  income  guarantee  must  accommodate  thfec  mutually 
interdependent  elements:  the  level  of  guarantee  itself,  the  rate  at  which 
income  is  to  be  offset  against  the  initial  guarantee,  and  the  total  cost  of  ' 
the  plan.  With  a  full  guarantee,  the  rate  of  offset  must  be  made  ex- 


tremely high*  Otherwise  leakages  to  those  who  arc  not  poor  wTTTbe 
substantial,  and  the  already  hugerost  of  the  plan  will  become  truly 
astronomical/ Tp  constrain  cost,  Schwartz  adopts  an  average  rate  of 
offset  of  70  percent  Of  the  first  $3,000  of  earned  income,  whileTheobald 
actually  proposes  a  00  percent  rate.  But  to  get  around  awkward  prob- 
lems in  tne  income  range  immediately  above  $3,000,  Schwartz  chooses 
to  exempt  from  tax  all  iwonies  up  to  $4,"><K>,  In  other  words,  to  avoid 
resort  to  an  even  higher  rate  of  offset,  he  must  open  up  an  extensive 
array  of  non-poor  incomes  to  leakages. 

Furthermore,  what  these  inordinately  high  offset  rates  would  ac- 
tually mean  is  punitive  "taxes4*  on  the  Hiitor  of  the  some  seven  million 
who  make  up  tne  working  poor.  In  turn,  this  would  invoke  a  serioijs 
disincentive-  effect:  they  would  Ih»  encouraged  to  j^et  out  or  to  stay  out 
of  the  lalnjr  market  htvaiiM*  the  terms  of  trade  l>etween  income  from 
work  and  income  from  the  subsidy  have  Urn  made  so  unfavorable  to 
remunerative  lalx>r.  To  the  extent  that  these  workers  withdraw  from 
the  labor  market,  other  income  falls  mid  the  ro*t  of  rhe  plan  is  inflated 
aH  the  more. 

By  contrast,  a  fractional  guarantee  offers  ronsulerable  relief  from 
these  difficulties,  but  only  at  the  expense  of  providing  a  much  smaller 
contribution  to  raising  "poverty  incomes.  Th*  rate  of  offset  can  be 
made  lower — for  example,  W  [>er  cent  of  other  income  for  Friedman, 
33%  V*r  cei}J  f°r  Tohin,  and  variable  rates  of  !>ef  ween  25  and  75  per 
cent,  according  to  the  particular  variant,  for  Lampman.9  In  turn,  thc$e 
much  more  modest  rates  of  'tax"  on  the  labor  of  the  poor  would 
involve  much  smaller  disincentive  effects.  For  this  reason,  as  well  as 
the  much  lower  level  of  basic  guarantee,  the  total  <-ost  of  the  plan 
can  be  sharply  reduced.  Instead  of  the  roughly  *17*~M)  billion  required 
for  Schwartz's  or  Theobald's  l<x»  j**r  cent  plan,  Tobin's  fractional 
jiunrantee  would  cost  around  $14  billion.  Friedman's  altout  $10  billion, 
if  double  exemptions  are  retained,  and  LanipmanV  various  versions 
somewhere  between  billiotf  and  $1 1  billion  u.«  estimated  on  the  basis 
of  IMS  data.0 

A  final  consideration  concerns  the  ''step"  or  discontinuity  problem; 
which  emerges  in  the  income  raiiire  wlure  I  nutrition.  <«  «  nrs  from 
supplementation  to  tuxes  payable.  To  illn-frife.  -upjMM-  that  Fried- 
man's  plan  was  adopted:  a  family  of  four  \%  iihoiir  of  Tut  in* oine  could 
establish  an  income  deficit  of  £3#<km),  ;t^tin-f  which  £l..MHt  rould  !*• 


»  f  impmiJJ Plan  ff-A  r*all«*  fnf  ft  T^O  \*+r  rrtit  r*fr  II  H  f  r  7"  .W  ;\u*l  27*  |«#»r  *'rtit  on 
.ijH.-H-  Uuti  ti^ntM  **t  *1,ftf>n  nf  nOi»*r  ln**'»f>M«  .  II  V  f»r  .<  /<  r  »  r  < f •*  >>u  fir*f  #1.500  ;ini| 
*Mt  i*rf  **ut  <*n  -oriifiil  $1,500;  «n»l  H  p  for  75  |mt  r*nt  **»  fir^f  *I  ^on  mil  \u*r  r^nt  <»n 
iiftt  *1.,Vh>  Th#-  litffh  Initial  rate*  la  II  R  n.n<!  If  t>  at*  InfiwM  f<.  i|J««<iiir.iff<«  «mnll 
;int<iMu'4  nf  w«rk  lo'  f v*rj  fwor  i»<!  tb*lr  rhll<lr<*n.  whllr  mtit  li  !<'«y  r  ta\c*  In  Om»  liJfttw 
tfrwktf*  ar*  otinM  *t  '♦m'rmnitflnjj  inc^ortr^  jtmtinc  th+  .iffntl  nnrMnff  f wti**  anr  Alfp,i4r 

«  Bhh*\  on  13*12  i*r  IH1  fnertnu'  dnrt  porrrty  ilifn  _  „ 
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^imed  as  subsidy  on  a  50  per  cent  basis.  If,  instead,  the  head  earned 
£1,500,  the  subsidy  falls  to  1750,  and  final  disposable  income  becomes 
^T0'  By  ITa^Vof  »  W  per  cent  rate  of  offset,  a  2:1  relafibnship  holds 
ngfat  up  to  $3,000  of  other  income,  at  which  no  net  transfer  is  payable. 
Below  $3,000,  then,  earnings  from  work  are  "taxed"  at  50  per  cent. 
Wy  contrast,  each  added  dollar  of  income  earned  within  the  $3-$4,000 
bracket  is  subject  to  direct  income  Us  at  14  per  cent.  Fropi  the  stand- 
P°^t  ol ^"j^aherefore.  the  poorer  worker  pays  a  much  stiffer  rate 
g*  Xf.  I2"n.  wwone  who  is  somewhat  better  off.  For  tfie  same  reason,  - 
tfteoisincenttTe effect  would  be" greater  in  the  low  income  group. 

Hie  situation  might  be  corrected  by  fixing  the  offset  rute  at  14  per 
■cent,  which  would  greatly  curtail  the  contribution  of  the  subsidies  to 
poverty  incomes.  Or  the  positive  tax  rate  in  the  first  bracket  could 
be  raised  to  the  punitive  level  of  50  per  cent,  with  unacceptable  conse- 
quences for  incentive  for  those  who  are  self-supi>orting  and  not  poor. 
Alternatively,  the  offset  rate  could  be  graduated  downward  as- income 
nsee,  to  reach  14  per  cent  on  the  last  increment. of  income,  or  the  lower 
end  of  the  present  tax  schedule  could  be  abolishod.  But  descending 
graduation  reduces  the  value  of  the  transfers,  while  raising  the  level 
of  mmimum  income  subject  to  tax  would  mean  severe  losses  of  revenue 
together  with  substantial  direct  leakages  to  those  who  are  not  poor  bv 
official  standards.7  :  3 


ADVANTAGES  OP  TIIE  TAX 


There  seems  to  me  to  be  four  basic  reasons  for  the  interest  that  the 
negative  income  tax  now  commands.  The  most  obvious  one  of  them 
of  course,  is  the  rediscovery  of  pjverty  under  the  imiietus  of  the  civil 
rights  movement/ Another  is  that,  compared  w  ith  techniques  for  de- 
mand management  and  for  increasing  the  productivity  of  the  working 
poor,  the  device  provides  a  quick  and  universal  method  for  raising 
poverty  incomes  to  any  level  desired.  A  third  is  that  it  seems  to  offer 
a  unitary  solution  to  the  problem  of  income  maintenance.  The  tax  sup- 
posedly.would  permit  us  (1)  to  get  rid  of  categorical  public  assistance 
and  its  means  test,  and  (2)  to  extend  ami  improve  income  maintenance-, 
while  simplifying  and  rationalizing  it.  Finallv.  as  ajrelidy  noted,  the 
proposal  carries  considerable  technical  apfwal  for  the  economist  be- 
cause it  would  complete  the  logical  symmetry  of  the  income  tax.  while 
achieving  greater  equity  at  the  same  time. 

.  *0  fnr  n*  our  new-foimd  impatience  w  ith  largr-«  ale  poverty  is  con- 
cerned, it  may  be  remarked  that  this  sentiment  l*gnn  to  Income  mani- 
fest early  in  the  sixties*  when  the  growthgap  problem  was  also 
paramount  It  seemed  easy  at  that  time  to  contemplate  it  major  new. 
program  of  transfer  payments.  l>oth  as  a  means  for  reliev.m*  poverty 
and  its  a  way  to  combat  the  depressive  effects  of  ii-<;,|  dragon  total 
demand. 

Turning  to  the  second  factor,  there  is  no  doubt  thai  ill.  negative  in- 
cometax  t*  n  speedy  and  all-inclusive  method  of  genius  ch*1i  into  the 
baud*  of  tho«e  who  need  it,  one  that  has  incidental  advantage*  as  a 

*T/>Mh'«  flat  allowAmv  wltft  it  uniform  .1.1%  p*r  rent  rnf#>  of  rflrprf  a*  on  .11  nnw.nn*. 
rwwrtufnrm :  fof  »  family  of  ffi«r,  o«rf  miMdlet  woatd  b«  faUi  >ill  tR*  war  im  t»  M  «m 
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ww  form  of  automatic  income  stabiliser  as  well.  True,  a  direct  and 
perhaps  ewn  universal  scheme  of  children's  or  family  allowances,  quite 
separate  from  the  income  tax,  would  be  another  method  for  using  the 
transfer  technique  in  a  large  way.  As  for  demand  management  and 
efforts  to  improve  the  earning  power  of  the  working  poor  by  vocational 
preparation  and  training  and  bj  breaking  down  discriminatory  bar- 
riers to  better  jobs,  we  are  dealing  here  with  much  slower  and  much 
less  dramatic  methods.  But  they  do  go  to  causes*  rather  than  to  the 
effects  of  poverty,  for  they  attack  one  of  the  roots  of  the  low  income 
problem,  that  is,  low  earning  power.  By  contrast,  transfer  approaches 
deal  primarily  with  relieving  the  consequences  of  poverty.  Only  in- 
directly do  these  techniques  promote  attainment  of  the  valuable  ideal 
of  adequate  self-support,  i.e.,  by  helping  the  children  of  the  poor  to 
obtain  more  education. 

But  what  about  the  negative  income  tax  as  a  transfer  device?  The 
urge  for  a  unitary  solution  to  the  "welfare  problem"  and  perhaps  even 
for  all  income  maintenance  is  perfectly  understandable  on  the  part  of 
those  who  are  impatient  with  tiw*  scope  and  nature  of  present  arrange- 
ments and  who  arc  profoundly  dissatisfied  with  the  results.  The  tax 
helps  convert  the  receipt  of  public  assistance  from  a  matter  of  stigma 
to  a  matter  of  right  and  speeds  the  transition  from  sfatus  to  contract. 

These  motives  led  Lady  Rhys- Williams,  a  member  of  the  Liberal 
Party  in  Britain,  to  pronose  universal  allowances,  financed  through 
the  income  fax,  as  a  total  substitute  for  the  traditional  social  insur- 
ances, with  all  their  apparatus  of  payroll  taxes  and  complex  Iwnefit 
schedules,  and  for  payments  under ''national"  (public)  assistance.  For 
somewhat  different  reasons,  Friedman  seems  to  take  a  similar  view  in 
his  suggestion  that  tb#»  subsidies  under  his  plan  could  replace  the 
whole  "nig  l>agf1  of  existing  measures.  And  even  if  one  stops  short  of 
the  sweeping  Rhys-Williams  proposal,  as  Lampman  and  Tobin  do, 
surely  there  is  ample  room  for  concern  about  public  assistance  today. 

For  one  thing,  both  in  intent  and  in  effect  the  categorical  programs 
exclude  |*»rha|>s  fifteen  million  adults  and  children  in  families  which 
are  most  I  v  headed  by  the  >thle-l>odied  working  poor/  In  the  main,  only 
the  smalt  AIXMjiemployed-Panenf  program  or  locally  controlled 
general  assistance  (O.A.)  are  available  to  this  large  group,  and  then 
only  in  parsimonious  amounts*  Some  grave  criticisms  have  been  made 
of  the  federal  -fate  Aid  to  Families  with  Dependent  Hiildren  (ADC) 
program,  which  covered  3.4  million  children  and  1.1  million  adults  in 
January  lOfit;.1"  Monthly  l>enefits  vary  greatly,  ringing  from  $8.36  per 
recipient  in  Mississippi  to  951.30  in  Xew  Jersey  (national  average: 


*Th*r*  nr*  thru*  emoting  hrpothtim  to  actum t  mr  fhr  low  Income*  nf  the  ahlMx>4ffd 
jumr  :  i  1 )  nv  r<M»on  nf  m<inrt|>44>n>  m*ftof»*l>  Hi*-*  u«f  ili*5r  f'lll  m:*winA\  |ir<*iii?tf  . 
i2t  by  rejoin  n(  ;i  nw«'<rk  nf  UnperffiHUm*  in  rhc  l.ihor  *n*l  <nplf.il  nirtrfc#«fn.  tw>v  <ln  not 
x+t  n  fair  t'b  mv*<  fi»r  .in  whtrrllnn  nml  f»»  nmprte  for  Mtrr  :  or  iZ)  th*f  an*  nt  the  low 
<««<!  of  ;i  C,iM*«*r<n  •fUfrihiirion  of  nnflw  *>nd***  m<  rtf«  Th<"  fii;iln  r^.hni  (Ion  pro  ha  Mr  II** 
hi  *2t  nnd  ill)  If  if? I  i%  «J*tiifk<nHf.  It  f%\\Uw*  t\u%t  inrr^  i^wl  Irvronw1  fnfllrn*nftar*  ran*t  be 
Oij»  hi+\v  ;i|i|ir<M<*fi.  F"T  Mk»  *,iro*  r<'a*on.  onfoiii/.iiHfn  im!  hiirliTr  minimum  wa#r*  arr  Jr- 

*  f n«nm\*1*<t*>  iijm.^  r*T  t*rttwry  WW*  **h(fw  ^nl*  7tT#  flArt  iwipn>nf<  «f  ftl,  triffi  per 
i'.iplfi*  jkirmxiU  <ff  .iiify  920.34  Mfttnrhfv  <ki  fin*  m  vernal*.  .W^ra*?*  b\  Ktnfr  rnnc*»  from 
9*fM  M<»flrtf1r  10  *rl5^ft«iM  t/»  *rt*74  fn  MArjfnml  Welfare  in  ftrrint,  IV  (April.  1046*.  HI. 

>wMrtfi,r  nf  t»<#.*#'  fMnsr*  hfiv*  l^n  revirWful  unit  Ni*f»rn|44H|  bv  Errlln*  M.  Burn*,  fiorftl 
#*(  *ritty  **4  V*hUr  l*oHr#  (Spw  \'»rk  MtOmw  HIM  IflMi  uu  «4~*fl ;  Frfenr  Mar.  T** 
ITWrrf  American*:  V-%t  of  Our  Wflfnrr  mttmrnm  <»ir  Yor*  :  Signet.  10A5).  pp.  47-66: 
**<1  M^wrio^  )|cK>un,  Ab*tt*t  father  «*4  public  Policy  in  thr  Prafnm  of  Aid  to 
i*m*4c*t  Children.  iDcrWlcj :  UfUrerftUy  o€  CalfcTomU  Pren,  1D66),  I.  39-40. 
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mainlv  because  they  are  determined  by  the  states"  In  1961, 
two-thirds  of  the  cases  involved  families  with  an  absent  father  (deser- 
uon,  di  vorce,  separation,  or  as  what  May  calls  an  "itinerant  lover"). 
«ecwely  because  29  states  tie  eligibility  to  absence  of  the  male  head, 
theprogram  does  provide  incentive  to  desert,  although  the  scale  of  this 
effect  is  another  question.  »  More  serious,  primitive  "suitable  home" 
policies  nave  allowed  some  administrators  to  refuse  eligibility  where 
illegitimate  children  are  involved— a  curious  example  of  punishing  the 
offspring  for  the  sins  of  the  parents.  Still  worse,  strict  application  of 
the  means  test  frequently  1ms  the  effect  of  imposing  a  100  per  cent 
;  -tair  on  earnings  from  work.  As  a  result,  the  mother  and  her  older 
children  are  given  an  incentive  either  not  to  work  or  to  conceal  such 
income.  Un  another  count;  there  is  enormous  community  pressure  to 
hold  down  costs,  winch  restricts  the  admission  of  eligibfe  families. 
1Jer«.,s  a.,so  *  legitimate  interest  in  policing  the  more  egregious  fonns 
of  chiseling  ■  and  outright  fraud;  this  task  has  so  burdened  the  social 
}  e  °PP°rt  »nity  exists  for  remedial  case  work."  Clearly, 
no  further  demonstration  is  needed  to  justify  careful  consideration  of 
the  need  to  improve  existing  welfare  policies. 

Finally,  the  negative  income  tax  offers  some  tangible  advantages, 
it  it  really  could  be  a  full  substitute  for  categorical  assistance,  it  could 
replace  the  present  100  per  cent  "tax"  on  work,  although  it  can  do  so 
onhr  with  a  fractional  guarantee.  It  also  could  do  much  to  expand 
badly  needed  rehabilitative  case  work.  It  would  involve  an  approach 
to  income  maintenance  that  would  enlarge  the  freedom  of  choice  of 
the  poor,  because  the  subsidies  would  be  paid  in  cash  and  not  in  kind 
If  the  scheme  is  carefully  designed  to  preserve  tlteincentive  to  work,  it 
would  represent  a  market-oriented  solution  to  the  welfare  problem. 
1  his,  in  turn,  would  he  consonant  with  the  country's  traditions.  How- 
ever, because  it  proposes  to  make  assistance  generally  availahle— a  real 
advantage  from  the  standpoint  of  relieving  poverty— the  plan  must 
encompass  the  families  of  the  able-bodied,  whether  thev  are  employed 
unemployed,  or  idle.  At  this  point,  a  sharp  conflict  emerges  with* the 
popular  and  tenaciously  held  belief  that  the  able-Knlied  should  be  re- 
quired to  support  themselves. 

*  This  conviction  comprises  a  central  element  of  the  individualistic 
system"  of  values  by  which  our  work-  and  property  oriented  society  ~ 
has  been  organized  from  its  very  beginnings.  It  is  the  basic  reason  why 
income  maintenance  in  the  United  States  rests  on  sochl  insurance  ar- 
rangements, in  which  benefits  are  so  largely  tied  to  past  earnings  and 
contribution^  and  on  the  ^categorical  approach  to  public  assistance 
I  he  linkage  between  earnings,  contribution-,  ;mu|  benefits  is  a  way  of 
recognising  alike  the  ideals  of  self-reliance  !tM<|  payment  according  to 
productive  contributions.  Ry  its  very  nature,  c  ategorical  assistance  is 
an  indirect  means  of  paying  deference  to  -elf  reliance,  while  at  the 
same  time  giving  ac  knowledgment  to  our  .ludao('liri«tian  tradition 
of  chanty  toward  the  unfortunate,  the  handicapped,  and  the  helpless. 

2  ?f?w|*>w«i X«.thS?S  proKTtm.  If  h^ntt  in  Iftl.-.  ,i,  n  %nrr^.,r  t„  .  .rll-r  mnwren' 

»» Wj*tber  thr  program  (omtern  illegitimacy  In  a\nn  ntitt?  another  matter  Mar  r<mt«wi« 
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Obviously  there  is  a  running  conflict  between  them  two  principles, 
which  is  the  reason  why  public  assistance  is  so  often  characterized  by 

niggardliness,  hostile  and  punitive  attitudes,  and  spasmodic  Draconian  - 

attempts  to  cut  welfare  costs,  Thus  it  has  been  relatively  easj  »o  obtain 
pensions,  tax  privileges,  and  assistance  for  the  aged;  they  can  no 
longer  work  and  are  viewed  as  having  already  earned  such  provisions 
in  the  past.  It  has  also  been  relatively  easy  to  get  appropriations  for 
training  and  retraining  projects  for  poor  youngsters  and  displaced 
adult*;  such  efforts  are  directly  linked  to  improving  personal  earning 
power.  But  until  the  ideal  of  a  deliberate  strengthening  of  family 
solidarity  can  gain  the  same  degree  of  social  acceptance  as  that  of 
self-reliance,  any  scheme  of  universal  income  maintenance  and  supple- 
mentation for  the  poor — be  it  children's  or  family  allowances  or  trans- 
fers  through  the  negative  income  tax — seems  likely  to  be  wrecked  on  the 
shoals  of  popular  politics* 

DISADVANTAGES  Or  THE  TAX 

No  feasible  version  would  obviate  the  n?ed  for  public  a**i*tance. 
Given  the  traditional  American  attitude  toward  public  assistance  and 
the  extremely  tight  fiscal  circumstances  now  prevailing  and  likely  to 
prevail  for  some  time  to  come,  a  100  per  cent  guarantee  plan  is  simply 
out  of  the  question.  This  is  to  say  nothing  of  the  dubious  Social  wisdom 
of  having  f lie  federal  government,  to  paraphrase  Lamoman,  make  the 
following  declaration  to  every  poor  household :  "We  will  pay  you  $3,000 
a  year  if  you  promise  not  to  work;  and  if  you  insist  on  working  any- 
way, we  will  tax  your  earnings  at  a  rate  even  higher  than  that  applied 
to  a  multimillionaire."  This  is  not  the  way  to  strengthen  the  position 
of  the  father  in  the  family,  nor  to  foster  the  still  socially  valuable  ideal 
of  self-support.  But  it  is  a  way  to  establish  politically  a  large  <lepend- 
ent  class,  readilv  identifiable,  fully  subject  to  st tgma/and  well  isolated 
from  the  rest  of  the  community. 

We  are  left,  then,  with  an  array  of  proposals  for  a  fractional  guar- 
antee. Would  any  of  them  improve  on  payment  levels  now  available 
under  OASPHI  and  the  categorical  programs  and  serve  as  a  more 
humane  substitute  ?  Table  2  below  suggests  the  answer,  and  it  is  largely 
negative. 

With  the  sole  exceptions  of  a  single  person  or  a  couple  at  the  mini- 
mum under  OASDHI,  Friedman's  plan  would  do  nothing  for  those 
now  receiving  some  form  of  income  maintenance  and  would  seriously 
lower  the  positions  of  most  of  them.  Tobin's  version  would  also  fall  far 
short  of  piysent  payments  under  assistance,  except  for  (r.  A.  T/arnp- 
man  a  Version  I  (<ee  Tabh»  1)  would  he  of  real  help  to  those  at  the 
OASDHI  minima,  but  otherwise  lies  well  Mow  present  levels.  If 
substituted,  his  Versions  1 1- A  through  II-D  would  injure  tho*e  now 
on  Old  Age  Assistance,  Medical  Aid  to  the  Aired,  Aid  to  the  Perma- 
nently and  Totally  Disabled,  and  Aid  to  the  Blind:  II  D  would  dis- 
tinctly benefit  families  on  Aid  to  Dependent  Children  and  Heneral 
Assistance,  but  II- A  through  II-C  would  not.  All  of  these  plans 
would  aid  poor  households  now  excluded  from  any  public  income 
maintenance  and  supplementation- -clearly  a  major  gain  on  its  own 
.  terms* 

Assuming  that  any  form  of  the  negati%e  income  tax  should  make  no 
poor  household  worse  off  than  it  is  already,  two  c<>n*  l usj^n^bj^u«y 
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obvious.  First,  none  of  the  plans  can  serve  as  an  overall  substitute  for 
the  existing  categorical  assistance  program.  And  second,  none  of  them 
would  be  an  overall  substitute  for  the  present  social  insurances*  In 
but  Friedman's  plan  explicitly  assume  the  retention  of 
OAS0HI  and  unemployment  compensation.  In  consequence,  these 
feasible  versions  of  the  negative  income  tax  do  not  represent  a  unitary 
solution  to  the  problem  of  income  maintenance,  either  as  a  whole  or 
for  public  assistance  alone.  Indeed,  both  Tobin  and  Lampman  expect 
assistance  to  survive  in  some  form.  What  we  actually  have  proposed 
here,  thcfn,  is  one  more  addition  to  the  present  pluralistic  system,  an 
addition  whose  basic  merit  is  that  it  would  extend  transfer  payments 
at  once  to  many  millions  now  excluded  from  the  system. 

It  is  true  that  subsidies  under  these  plans  would  be  larger  in  some 
states  than  those  now  paid  under  the  various  assistance  programs—in 
some  instances  much  larger.  But  in  the  richer  states  the  converse  holds. 
The  primary  problem  is  how  to  make  sure  that  supplementation  by 
Treasury  subsidies  would  he  effective,  not  just  *ub*Mut<>*  for  existing 
rates  of  payment  under  assistance.  Since  some  form  of  assistance  will 
continue  Jo  be  needed  even  if  the  negative  income  tax  were  adopted, 
it  is  equally  important  to  reform  the  old  programs. 

TA*E  2-PfR  CAPITA  B£N£f  ITS  UNOf ft  ttlSTINC  INCOME  N4AINTCNANCC  PROGRAMS  COMPARED  WITH  THOSE 
PAYABLE  UNDER  VARIOUS  FRACTIONAL  GUARANTEE  PLANS' 

(AfiwaJ  wtol 


fitting  programs 


Payment  per  hn4  under  negative  Income  tit  for 
Cur  wit  tfiose  wit*  no  offer  Income 


per  Ned 

Fried- 
me* > 

Tottfi' 

Umpmin  « 

1 

ll-A 

11-8 

II-C 

11-0 

SWI 

2.  ITS 

}  900 

MOO 

1375 

$375 

110 

$500 

I.0I2 

1.105 

450-800 
450  400 

400 
400 

12$ 
126 

375 
375 

375 
375 

199 

m 

500 
500 

364 

375 

m 

400 
400 

105 
135 

375 
375 

375 

375 

m 
m 

500 

529 

2.016 

m 

1.512 

$00 

soo 

760 
750 

528 
2.016 

400 
1,542 

752 
2,7 10 

606 
1,71? 

52* 
2.016 
396 

1.512 

2.016 
396 

1.512 

520 

2.016 
396 

1.512 

526 
2.016 
396 

1, 512 

(Hrf-age  mhtw*  (OA  A)  K  . 
ttaoHnl  «fe  to  <*e  jgod  (maa)  % 
Aid  to  Mt  p#m*mmiy  rod  tot *%  df  fcbkd 

<APTD)  

AM  to  #te  NlrJ  (A8). 
AW  fe  hmtott  wftti  dependent  cMldren 

<ADC>   ... 

G**«tJ«f9bt»iTCf  (GA). 
0ASDNI:* 

SJnffe  person,  mtowiym  

Single  oof so*,  maximum 

Coapie,  minimum. . 

Cot*p<e.  minimum. . 

J&**L£  3  *w|le-person  reporting  yn(|  for  ADC  ind  GA, 

!S£?liliSSSf  n.c^fi5^fl,i,X  f,pCft'°«  "  9  *«  «**  assume  no  oftter  inenme  t**Hles  subsidy  except 
teRete  'Pf*****.  0ASDHI  benef**  All  J 5 wit***  f^firWd  Ofi  net«n*l  ever  jge*  T       p  ' 

pos*^^  fo<  wo  ** 

JftUK  'T*        U"  ■««         ™«  NRRf.fi  fad  0e*»  $400  tf*  M 

apply  to  o  lo^.iy  o4  4.  cwwrted  **fe  to  pe/  head  cq<*iv*tervf  *  * 

oTC&>?£?%  J!1?*  *   ~  ^  Actually,  W«dff  mt  0M  jnd  WM  n,9g, jms  thcr*     some  possibility 

Of  OjOflOp  ind  I  rtc»p*nt  may  OttOm  OJytwnts  from  txtf*  pregr*TM  T 

(Kin  H  A  W  fo/  OASOW  OOi^b  tnlr.  S-tKld«5  may  mcrOOif  f^HO  Out  ^0 

i&^l  '^f'iVl**'*  ??2cV.  ™«****  P<nr*m       Wolff  ft  »n  R«y«w.  u  S  Depjflment  of  NoaKfi.  £d«- 
€tt*oo,  ami  RWfirf  vol  IV  (April  1966).  „Im«  fw  wtimtf.o  oy  ftt«  author. 
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The  negative  income  tarn  would  not  displace  the  means  test  There  ire 
two  reasons  for  this  contention.  The  first  is  that  public  assistance  will 
hare  to  be  retained.  Since  this  is  so,  it  will  continue  to  be  necessary  to 
audit  the  income  and  assets  of  claimants,  both  to  fix  net  payment  rates 
according  to  schedules  and  to  police  cases  of  gross  fraud,  Local'com* 
muni  ties  would  accept  no  less*** 

Second,  if  it  could  be  a  full  substitute  for  existing  public  assistance, 
the  negative  income  tax  would  still  not  displace  the  means  test.  Even 
m  this  optimal  situation  the  most  the  device  could  do  would  be  to 
introduce  a  self-administered  means  test,  since  every  return  must 
require  a  declaration  of  income*  The  returns  filed  by  those  claiming 
the  subsidies  would  have  to  be  checked,  sampled,  and  audited— what 
else  is  this  but  a  form  of  means  test  ?  In  extreme  cases,  there  would  have 
to  be  prosecutions  for  fraud.  And  if  the  old  principle  of  taxation  still 
holds,  that  the  higher  the  tax  the  greater  the  frequency  of  evasion, 
then  surely  the  higher  the  prosj>ective  subsidy  the  greater  will  be  the 
incidence  of  fraud— another,  less  welcome  aspect  of  the  symmetry 
concept. 

It  icould  be  difjievlt  to  provide  adequate,  regular,  and  frequent 
a**i*t<tnce.  The  basic  principle  of  all  modern  public  assistance  is  that 
transfer  payments  should  I*  provided  to  help  fill  the  unmet  needs  of 
noor  households.  To  do  this  pro(>erly  the  degree  of  need  must  somehow 
be  measured:  payments  must  War  a  reasonable  relationship  to  need 
ns  determined:  payments  must  continue  to  be  made  available  in  ade- 
quate amounts  so  long  as  the  need  lasts.  How  well  would  the  negative 
income  tax  meet  these  criteria  ? 

The  use  of  some  set  of  minimum  income  standards,  with  built-in 
adjustment  for  family  size,  is  a  simple  and  objective  way  to  measure 
"need/* u  The  difficulties  begin  when  one  considers  timing.  If  the  sub- 
sidy Is  to  I*  paid  after  the  final  return  is  filed,  then  the  sum  forthcom- 
ing will  reflect  "other**  income  already  received  and  the  size  of  the 
family  at  the  time  of  filing.  Pnder  present  practice,  any  qualified  tax- 
payer can  claim  a  lump-sum  refund  at  this  point.  Is  the  subsidy  to  be 
treated  in  the  same  wavf  Is  it  tobepaid  over  to  the  filer  (say  the  male 
head),  {H»rhaps  to  he  dissipated  quickly,  even  though  the  household's, 
need  i*  a  routiuuing  If  not.  on  what  legal  basis  ran  the  amount 
lx*  parcelled  out  over  the  next  S2  weeks?  Suppose,  further,  that  tht 
household'* rapacity  toearu  other  income  or  to  get  assistance  payments 
is  reduced  in  the  year  ahead,  or  that  it  suffers  heavy  medical  expenses 
or  acquires  twins  or  an  aged  grandmother  as  new  dependents.  Any  of 
these  events  w  ill  increase  current  need  under  the  means  test.  But  if  the 


fn  in?  fnilcmrnf  flic  >;i«*r  .i*,iln«t  to*  mmn*  **«f  hi«  hwn  «^H^n«1y  i>r*r<f"n*  Mcnflflfd 
;i-  fh#»  fii-r  u  «ffh  thr  ftifwImftnl'iiH  "Ow<*r  of  the  Pour'  »f  carlirr  flm<*v  tinrl  with  the 
Ilrlfi*?i  i|.»lf  tiri<|f*r  *^M(M't^»ti#fi f ;il  :ilf<i*jtfi<<v«  '  to  flip  fwrtunn*  nflv  uncmpWo-I  of  10JM.  In 
l..i-f '  f y  *t  cm  In-  iii. hJ*i  M"  more  ithnntlnu*  Ihnn  i  «'nri|lf  ippUnf Ion,  Fftoflf  *t1fHtard# 
•  ••'iM  i««  ffirm<lnr«*t|  *.r  tmvrn%tul  f.»  insure  n  nmrr  fiumim*  u«r  of  th<*  ir*t.  main!?  by  i**4ikv 
Uta  Hir  ill-rroffoti  «.f  tho  lfiv<'«fl^iti»r  ;ii?'f  thr  f  r;i<Hf  fon.-il  fie  fn  rr!flUfi*V  n*mw>n»<Mlf tr 
Onnf'M  if  \\iHi]t\  (»•  iJr.ii  \(  s\ r.,uM  **n*\u>w  (fir  whiili*  .1j4fa«frfnf  f>u«ln*«*.  Pot  thin  if 
\%\*T  nor  Jm  f1i#»  »mpN  iirtfll  tmef|r;in  mwlefr  |«  f#-idt  fo  nrr*pt  *nmc  Mnd  of  tjnlrrrsal 
;iii'>tr^i n<***     ^fiin.  ":ifi  .»  ftint  r «  r  »»f  ri  zUt ," 

"K%%'i'»t  f!i jf  *lr(M  inU  i No  on  <Un>n-hre*  In  livfnr  e^m.  Th#»  *of!al  S<?e«r1f*  A<f* 
hifoi^f rnrifff  <mF,  Mhrni  fu  i*<Hrrry  fnn<,nie  minimum  ;t  fl.JW  for  ^n  urban  family  of  four 
<l^>«4  primal  .mil  .if  **IW>  fur  n  firm  f;imilr  of  ftie  s*m*  *lfe  Vnder  the  negative  t«~ 
romo  f;iv.  lH»fh  r.imifi#<«  w,uU\  zrt  the  *aroe  c*eh  grant,  flrcn  tbe  mhip  amount  of  otbff 
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.  SaPP^  instead,  that  income  deficiency  is  calculated  on  an  ex  ante 
9h^d. or*  better,  by  quarterly  declarations.  I  will  pass 
over  entirely  the  question lof  how  to  instruct  perhaps  ten  million  in- 
wpwienced  prospect  re  filers  in  the  delicate  art  of  preparing  a  tax 
222r  J#S^P,y thRi  ^households  will  be  no  more  able  to  avoid 

anyone  else.  If  the  family  overstates  its  expected  other  income,  it  will 
receive  a  lump  sum  at  the  end  of  the  period  rather  than  at  the  time  the 
SHLT  T^'i"  *  ""derstatesMncome,  it  will  have  overdrawn 
the  subsidy ;  it  will  have  to  settle  up  with  the  Treasury  at  that  point- 
or  accept  a  lower  rate  of  payment  for  the  next  peHod.  In  either  case 
the  consequence  is  the  same :  the  subsidy  ceases  to  bear  anv  relationship 

ZSVW  Cl"Tnt  nmi  This  dim^y  ««n»  inherent  in  anvTro 
posal  to  tie  transfer  payments  to  the  mechanism  of  the  ineome'tax  I 
know  of  no  way  to  get  around  it.1* 

nP£thK'*eJ™?t%?*  «*l>***Mf*Me  income  would  ditrnnt  the  equity 
of  the  *nbs,J,e*.  The  premise  of  the  negative  income  tax  is  that  income 
deficiency  is  the  l*st  way  to  measure  need— a  proposition  that  I  accept 
As  we  have  seen,  there  are  two  ways  to  calculate  the  deficiency  •  (1) 
hx  a  flat  allowance  i>er  capita  and  set  off  other  income  at  some  rate 
as  Tobin  and  Schwartz  would  do,  or  (2)  gauge  deficiency  by  the  value 
of  unused  deductions  and  exemptions  (net  of  other  income),  as  Fried- 
man does  and  also  Lampman  in  his  Plan  I.  If  this  second  method  is 
used  and  i  f  the  subsidies  are  actually  to  reflect  need  as  so  measured  a 
major  reconstruction i  of  present  tax  law  becomes  necessary,  as  Lamp- 
man  recognizes  but  Friedman  does  not.  Otherwise,  the  amounts  pay- 
able will  depend  on  critical  variables  other  than  family  size,  i.e.  the 
age  of  family  memliers  and  the  type  of  "other"  income  received  In 
other  words,  it  will  pay  to  1*  63  years  or  over  and  it  will  pay  to  have 
mcome  deriving  from  OASDHI  benefits  and  tax-exempt  bond  interest 
the  reason  is  that  double  exemptions  are  now  awarded  to  the  elderly 
and  to  the  blind)  while  OASDHI  benefits  (for  retirement,  widow* 
hood  or  disability,  and  interest  on  certain  securities  need  not  now  be 
counted  in  adjusted  grras  income  for  purposes  of  taxation. 

i  onsider,  for  example,  a  pair  of  two  person  families  composed  of 
man  and  wife.  In  the  first,  the  couple  is  under  67»;  the  husband  earns 
M,mO  as  an  unskilled  laborer:  there  is  no  other  income  Exemptions 
f'con  T-rV',,^tof $1'?00-  ducting  "other"  income,  their  deficiency 
it?  t-  *  »r  Fne<lma»  s  M  per  cent  plan,  their  subsidy  is  a  nig^rdlv 
*b>.  T  nder  Landman's  Plan  I  at  14  per  rent,  it  is  a  inu  ro«copi,  S4.20 
r»  Ka^Ttr  -!t  H'('ond  couPle'  ]"*h  over  65  and  receiving  *U70  fmm 
UAMIHI,  without  other  income."  Double  exemptions  make  their  total 
exemptions  and  deductions  worth  *UH*>.  Retirement  I>encfits  need  not 
IT  '™ ,,<led  as.,nc"»,p.  On  Friedman's  |w>|»osal,  their  subsidv  would  1* 
Mr™,  ns  against  Lampman*  $420.  On  the  basis  of  final  disposable 
income  after  sulwidy,  the  first  couple  has  only  $1/»S5  under  Friedman  s 

nllrim.  In**,!  StnliHical  Hmpplemtnt,  XXVIII  (PvcmbtT  199  4  )  "t» 
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plan,  while  the  second  gets  $3,070,  although  household  site  and  initial  , 
income  are  the  same  The  reason  is  that  as  the  law  now  stands  the 
subsidy  would  yield  the  elderly  pair  a  100:1  advantage  over  the 
worhing  couple.  Can  it  be  seriously  argued  that  their  actual  need  is 
100  times  as  greatt  especially  with  Medicare  and  MA  A  ? 

Looking  at  the  matter  in  another  way,  under  present  law  each  child 
is  "worth"  $700  in  exempt  income,  if  one  has  tne  income  in  the  first ^ 
place,  while  each  elderly  person  is  worth  either  $1,500  or  $1,600,  de- 
pending on  whether  he  or  she  files  the  return.  Indeed,  through  the 
exclusion  privilege,  receipt  of  OASDHI  benefits  makes  the  aged 
person  worth  considerably  more  from  the  tax  standpoint. 

Justification  for  this  differential  treatment  is  not  convincing,  but  to 
assault  the  tax  privileges  of  the  aged,  many  of  whom  are  not  poor  on 
any  standard*  is  no  easier  than  an  attack  on  motherhood.  Yet,  if  equit- 
able treatment,  is  to  l*e  had  under  the  negative  income  tax  and  the 
sulfridies  are  to  conform  to  the  pur|>oses  of  the  proposal,  then  neither 
aire  nor  tvpe  of  other  i:u*ome  should  influence  the  size  of  the  transfer. 
The  problem  is  easily  solved  in  principle.  The  real  difficulty  is  political. 
It  ran  l>e  evaded  simply  by  leaving  tas  privileges  intact,  as  the  price 
to  1*  paid  for  get  i  hip  More  income  into  tlie  hands  of  those  poor  who 
are  now  excluded  from  public  assistance.  However,  this  choice  in* 
volves  other  encumbrances:  the  total  cost  of  the  new  transfers  mighty 
rise  as  much  a-  4n  j*>r  rent,  there  would  I**  substantial  leakages  to 
those  who  are  nor  in  terms  of  "all  other  income,"  I  benefits  would 
nnf  he  geared  strictly  to  immlier  of  de|H*ndeuts,  and  the  self-support* 
ing  poor  wouhl  ivcei  ve  grossly  inequitable  treatment. 

Partly  for  the*e  reasons,  Tobin  wouhl  exclude  OASDHI  !^ne- 
ficiaries  and  siltolish  single  or  double  exemptions  for  those  who  are 
covered  by  hi-*  plan.  Lampman,  in  all  versions  of  his  Plan  IT,  would 
roiii it  OASDHI  l*Miefif>  as  income  and  use  a  flat  allowance  in  place 
of  deductions  and  double  or  single  exemptions  for  determining  in- 
,come  deficiency.  Obviously  rhis  is  the  preferred  course  if  the  intent 
of  fhe  negative  income  tax  is  to  ln>  served  with  full  integrity.  But  to 
undertake  it  i*  fo  open  up  a  political  horneu'  ne-1.  sufficient  probably 
to  defeat  the  pn»|Mi%-il  if  self. 

<  n\<  M  SION 

The  weaknesses  of  (he  negative  income  fax  fall  into  two  classes: 
flune  that  are  technical  and  tlio^e  rbaf  turn  on  questions  of  iwt  and 
ideology.  Some  of  fhe  ter|iui<'al  problem*  probably  could  overcome. 

The  level  of  uiinimuiu  truaranfee  and  the  rate  of  off-et  could  l>e  high 
enough  to  replace  mo*f  fornix  of  public  a-*i*talice.  'Die  means  test  fea- 
hire  cannot  Ih»  eliminated  'and  will  rout inue  a^  b intr a-  v.e  have  public 
a*— i -fa lire*  Problem*  conceruiui>:  the*  t imiu<r«  ad<  :pia«-v#,  and  frequency 
of  patmeiif-  will  U»  much  harder  to  iv-obe.  I'mailv.  if  i-  \  heoret  ieally 
po— ible  fo  remove  fhe  fax  privilege*  of  tin*  atfed:  t<>  -et  up  new  con- 
trols to  forestall  induced  -»plitfiu«r  tip  of  tmu  poor  r  ^orf in«r  unit*  and 
to  redefine  the  **t;ii  of  depemli-uf * :  ;i ltd  fo  urhiei  t*  .\  more  general  re- 
form  of  fhe  law,  which  now  [MTfiiffs  *o  many  non-poor  taxpayers  to 
escape  >o  much  income  taxation. 

Questions  of  4'o-f  and  ideologv  are  quite  another  maffer.  Putting  the 
poverty-income  pip  at  about  S12  billion  in        a  new  transfer  pro- 
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gram  of  at  least  $5  billion  net  would  be  required  to  accomplish  anv- 
thtng  significant,  with  OASDHI  and  assistance  payments  unchanged. 
Ignoring  the  question  of  whether  the  country  can  now  afford  even  this 
much,  the  basic  difficulty  is  to  make  sure  that  an  adequate  and  equit- 
able version  could  be  had  within  this  limit.  With  removal  of  double 
exempt  ions  and  excludable  income,  Friedman's  plan  would  cost  rough- 
ly $5  billion,  //  there  were  no  disincentive  effects.18  Lampman's  TI-D, 
to  me  his  most  attractive  formulation,  implies  a  minimum  guarantee 
of  &m  pet  head,  and  could  involve  a  net  cost  of  anything  l>etween 
$2  and  $11  billion,  depending  on  the  extent  of  disincentive  effects  and 
reductions  in  public  assistance.  Thus  neither  Friedman's  nor  Lamp- 
man  s  plan  assures  a  firm  cost  ceiling.  Tobin's  scheme  is  the  most  care- 
fully drafted  of  all  and  has  many  attractive  features.  Rut  on  his  esti- 
mate, it  would  cost  at  least  $14  billion  on  1962  data.  As  for  the 
Schwartz  and  Theobald  pnqmsals,  they  would  involve  a  net  cost  >f 
over  $1.,  billion  and  therefore  are  out  of  the  question  on  this  count 
alone. 

I  submit  that  the  federal  budget  today  cannot  supply  even  $5  billion 
without  substantial  curtailment  of  other  forms  of  expenditure.  The 
one  possibility  would  l>c  to  capture  the  needed  revenue  by  all-out 
reform  of  the  income  tax  law,  including  introduction  of  an  equitable 
,:  form  of  the  negative  income  tax.  I  doubt  that  the  needed  reforms  can 
be  had,  however,  because  they  require  the  consent  of  the  middle  and 
upper  income  groups.  The  plea  that  the  proceeds  could  I*  used  to 
finance  massive  transfers  to  all  of  the  poor,  including  the  able-bodied, 
is  likely  to  fall  on  deaf  ears.  Assistance  by  category  is  still  a  ♦'categor- 
ical imperative  in  our  system  of  values.  'Although*  I  prefer  children's 
or  family  allowances— on  a  universal  basis  a  matter  of  right— to  income 
•  maintenance  through  the  income  tax.  I  admit  that  they  too  suffer 
from  the  same  political  and  fiscal  handicaps. 

If  the  above  assessment  stands  up,  then  those  of  us  who  want  to 
raise  low  incomes  will  have  to  settle  for  more  modest  immediate  gains, 
deferring  larger  schemes  for  later  and  more  appropriate  times.  This 
means  we  should  concern  ourselves  now  with  reconstruction  of  public 
assistance. 

Because  of  limited  space,  I  venture  into  this  subject  oulv  briefly,  and 
even  then  somewhat  timorous! v.  because  it  is  so  complex.  As  a  starting 
point,  I  take  it  for  granted  that  some  form  of  public  assistance  will 
always  be  needed,  to  fill  out  the  interstices  among  the  social  insurances 
and  also  to  supplement  such  Iwnefits  where  fbev  are  too  low.  For  the 
long  term,  it  seems  to  me  desirable  to  make  need  the  sole  criterion  for 
eligibility,  and  where  need  is  proved  on  dear  standards  to  make  provi- 
sion  a  matter  of  right."  Incidentally,  this  is  the  most  that  the  negative 
income  tax  itself  would  do.  Roth  are  simply  alternative  ways  to 
provide  universal  transfer  payments  to  the  jww>r 

cn,eu,fl,1',«  !«  tt>T  (1.1*1.  ,i«tifnlnff  rt*><liirti.,in  in,)  iv<ii,|.n..!(.  „f  «7rrf»  ,-,rh  for 

-i.i  million  poor  fXnpI*.  »n<l  ;».-«-«pf ine  I.impmnn  «  ficur-  .f  <»  fn'li,.,,  mi  (MSOTTI  t^n-rtf- 

«2  tZ,Wne<SFmJZJ*iH*  »>»•"»»»  '*12  4  billion  In  -«mmr«  ,,n  Int.  rn  il  Krt il  »Iih 
M  riL"!"  OASDHI)  :  folol  nefirtency  In  $9  S  billion.  nnA  Imlf  fhi-  hw,m«i  -iiMd*  at  the 


:y&JEST  COPY  638 


634 


'To  put  public  assistance  on  these  new  foundations  mesns  that  the 
categories  must  go  and  that  all  the  onerous  existing  restrictions  based 
on  age,  residence,  length  of  residence,  suitable  home  requirements, 
unemploy ability  of  either  parent,  total  and  permanent  incapacitation, 
and  relatives'  responsibility  must  eventually  be  supplanted.  It  also 
means  a  greatly  increased  role  for  the  federal  government  in  setting 
standards  and  providing  grants-in-aid* 

These  changes  cannot  be  accomplished  overnight  For  one  thing, 
they  will  cost  a  great  deal  of  money—out  of  a  population  of  $4  million 
poor  persons  in  1965,  only  7.4  million  were  receiving  public  assistance, 
mostly  at  levels  below  those  now  being  recommended*  For  another, 
these  proposals  wou'd  arouse  militant  opposition  in  Congress,  whose 
members  are  responsible  to  local  constituencies  in  which  the  traditional 
"Poor  Law"  approach  finds  expression  in  these  very  restrictions. 
Nonetheless,  these  objectives  seem  sound  to  me  as  long-term  goals. 

In  the  meantime,  some  practical  changes  can  be  made  even  in  a 
regimen  of  tight  budgets.  The  2.1  million  aged  poor  now  on  OAA 
might  be  transferred  to  OASDHI  at  corresponding  benefit  levels.  It 
aim  may  well  be  possible  to  drop  MA  A  as  Medicare  and  companion 
state  programs  under  Title  XIX  get  under  way. 

The  main  candidate  for  practical  reform  would  be  ADC,  and  I  do 
not  underrate  the  obstacles  here.  I  estimate  that  it  would  cost  about 
$500  million  to  raise  the  minimum  payment  rate  per  recipient  to  $50 
monthly  (the  national  average  is  now  $35).  If  new  federal  standards 
could  be  imposed,  desertion  or  divorce  as  a  condition  for  eligibility 
could  be  ended  {now  imposed  in  -2i)  states).  It  would  also  lie  desirable 
to  allow  each  ADC  family  to  earn*  some  minimum  amount  of  other 
income — initially,  say,  $r>00 — without  deducting  it  from  assistance 
payments.  Coupling  tliese  changes  to  existing  subventions  to  poor 
youngsters  enrolled  in  the  various  job  rorps  and  training  programs 
would  achieve  a  substantial  advance,  at  a  net  added  cost  of  well  less 
than  $5  billion. 

Tn  counseling  caution  and  delay  regarding  the  negative  income  tax, 
I  am  not  sajanjy  that  it  should  be  rejected  out  of  hand.  Rut  I  do  con- 
tend that  if  is  not  demonstrably'  superior  to  a  different  kind  of  allow- 
ance system,  entirely  divorced  from  the  income  tax,  or  even  to  a  major 
overhaul 'of  public  assistance.  I  also  hold  that  it  is  a  serious  mistake 
to  ftelieve  that  all  that  the  poor  really  need  is  a  large^rale  infusion  of 
new  money.  They  also  require  far  more  skilled  sori  il  work  as  well  as 
increased  provision  of  other  >ervices  in  kind  rather  than  in  cash,  for 
imitance,  education  and  vocational  training. 


ff<it  inff  the  Fntrrr  •  *  *  p  S  Tbl«  report  pr*MrMe«  t n  rU.^tjrnr  n n«1  * v?rn t  *f if*m*nf  of 
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-upph  fli^m  Mil  ffie  f>a*!#  n(  no  ntflnutAiy  »le*lrv*1  ffi!Mr><ii»i  iri*ifffi*  «frn*hr«|  wmM  h.tvc 
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.  Guide  to  Negative  Income 
Tax  Decisions 

By  JAMES  L.  CLARE* 


Corporate  tax  professionals— in  Canada,  in  the  United 
States,  and  in  other  countries-  should  make  up  their  own 
minds  about  negative  income  tax  proposals  because 

Income  security  programs  including  the  proposed 
negative  income  taxes,  are  reallv  an  integral  part 
of  the  same  process  as  the  taxation  of  incomes 

In  the  long-run.  water  co>t-effcctiveness  bv  our 
governments  is  a  key  to  restraining  totai  tax 
burdens 

Income  security  and  income  taxation  are  simply  different 
sides  of  the  same  coin -namely,  transfers  of  resources  be- 
tween governments  and  citizens  Speaking  generally  and 
broadly,  income  taxation  consists  of  positive  transfers  from 
citizens  to  governments,  while  income  security  consists  of 
negative  transfers  away  from  governments  to  citizens. 

The  concepts  explored  in  this  article  ha\e  specific  reference 

*  Mr_  Clare  I*  an  actuary  and  a  partner  in  the  Toronto  Canada 
office  of  Peat.  Marwick  and  Partners, 
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to  Canada,  the  United  States,  the  United  Kingdom,  and  the 
OECD  (the  Organization  for  Economic  Cooperation  and  De- 
velopment). However,  these  concepts  may  have  broad  ap* 
ptfcability  to  other  countries  as  well, 

Mttiy  Sottk  IncoiiM  SocurHy  Raf  orm 

There  is  indeed  a  consensus  that  income  security  reform 
is  needed.  This  is  so  in  Canada,  in  the  United  Kingdom,  and 
in  the  United  States,  and  perhaps  in  varying  degrees  in  other 
countries.  Unusually  large  proportions  of  option  makers  and 
of  citizens  generally,  from  across  the  political  spectrum,  agree 
on  the  need  for; 

•  greater  incentives  for  income  security  recipients  to 
work  and  to  save 

•  greater  simplicity  in  income  security  operations,  both  to 
make  life  easier  for  recipients  and  to  reduce  bureau- 
cratic overheads 

•  reduced  stigma  on  income  security  recipients 

•  income  security  benefits  being  paid  in  cash,  rather  than 
in  kind. 

An  editorial  in  the  U.S.  magazine  Business  Week  of  Jan- 
uary 17,  1977,  was  not  untypical; 

There  can  be  no  doubt  about  the  necessity  of  welfare  reform  And 
at  least  in  theory,  tome  form  of  income  guarantee  — a  negaove 
income  tax— appears  to  be  the  best  way  of  handling  welfare- 
While  there  has  been  widespread  advocacy  of  negative 
income  taxes  (NIT's),  by  no  means  always  has  such  support 
been  accompanied  by  precise  details  as  to  exactly  what  NITs 
should  be  introduced,  and  as  to  what  such  Nil's  would  cost 
in  the  long  run* 

Thus,  the  same  editorial  of  Business  Week  referred  to  above 
went  on  to  caution . 

But  there  are  questions .  How  much  will  u  cost**  Can  payments 
lie  adjusted  to  allow  for  differences  in  the  to*t  of  h\ing  m  various 
parts  of  the  country?  How  much  will  taxes  on  the  higher  bracket* 
have  Id  rise  to  pay  for  the  massive  transfers  to  the  Itm-mcome 
groups?  Will  there  be  uoanttcipated  side  effects  as  there  have 
bora  with  other  programs? 

In  similar  vein,  an  OECD  report  issued  in  1974  under  the 
title  of  Negative  Income  Taxes,  warn*  that  there  would  be 
formidable  problems  in  securing  social  acceptability  for  Nil's, 
particularly  because  of  their  high  costs. 

This  OECD  report  does  see  some  progress  as  being  a  pos- 
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dbfe  mule  of  studying  NIT  proposals.  Nevertheless  the  re- 
port says  that  the  practical  results  from  NIT's  would  "fall 
short  of  the  alms  of  some  theoretical  proposals  that  have 
been  put  forward." 

ACHILLES'  HEEL  -  -  LEAKAGE  ABOVE  THE 
POVERTY  LEVEL 

The  Achilles'  heel  of  the  tvpical  NIT  proposal  would  be 
leakage  above  the  poverty,  level  Substantial  income  security 
payments  would  go  to 'those  who  are  now  entirely  self, 
supporting. 

No  Leakage:  No  Incentive 

Consider  a  particular  family,  consisting  of  two  parents 
and  several  voung  children,  such  that  the  «uarantecd  income 
level  under  NIT  proposal  is  $6  000  a  year 

First  suppose  that  this  family  has  no  other  outside  ,nromc 
since-  the  father  is  disabled  and  the  mother  .s  fully  occupied 
with  the  young  children  Then  the  monthly  Ml  payment 
would  have  to  be  fully  S300  (o  achieve  the  desired  mconv 
guarantee. 

Then,  suppose,  that  the  father  recovers  sufficiently  to  work 
part-time  and  earn  S240     month.   If  the  negative  income 
tax  payments  were  reduced  l>v  t!„N  same-  $240  i  e  from  S">00 
a  month  down  to  $260  a  mom.,  then  the  NTT  reduction'tate 
would  be  100';    True,  the  family  would  still  have  the  desired 
guaranteed  income  level  of  $500  a  month,  consisting  of  S240 
from  part-time  employment  plus  S260  from  the  NIT  How 
ever,  in  such  a  caw  there  uould  he  little  mctntite  to  work 
and  accordingly  it  ,s  Usually  piopnsed  that  the  NIT  r.dut 
tion  rate  In-  significantly  less  than  KXr; 

Some  Incentive:  Considerable  Leakage 

Suppose  that  the  NIT  reduction  late  were  set  at  V)', 

In  such  a  case,  consider  anoihn- i.nmlv  identical  to  tint 
just  discussed  except  that  the  l.itlu  i  is  i„  ,0od  health  is 
steadily  employed  and  earns  $000  .,  fm,mh  YUts  ,  ,mj|v  ^ 
currently  above  the  defined"  pimm  leve  l  and  is  really  in  no 
need  of  any  NIT  payments  at  all.  Howe  ver  tin  mexorable 
mechanic^  of  a  universal  NIT  w„uld  make-  the  family  avail- 
able for  an  NIT  payment  equal  to  SVKJ  month  less  >0'; 
of  monthly  family  Income.  $-,0<)  .,  month  less  ',w;  uf  SbOO 
a  month  equals  a  NIT  payment  of  S200  a  month 
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CHART  1 

TYPfCAt  NEGATIVE  INCOME  TAXES  (NIT) 
LEAKAGE  ABOVE  THE  POVERTY  UNE 


O  f»O0  fiOOO  «  I5C0 
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ContkteraMt  Jnccnthw:  Hug*  Uakage 

If  a  NFT  is  to  repfcee  the  welfare  component  of  income 
security  thoroughly,  plovide  a  sufficiently  adequate  income 
guarantee  to  eliminate  poverty,  atid  have  a  reduction  rate 
less  than  100^  .  there  will  inevitably  \yv  substantia!  leakage 
to  those  above  the  poverty  line  - 

For  any  given  income  guarantee  level,  the  lower  the  re- 
duction rate  percentage,  the  greater  the  leakage.  A  Si  l/3'f 
reduction  rate  uould  provide  more  incentive  to  work  and  to 
save' than  a  50<;  reduction  rate,  but  the  33  1/31  reduction 
rate  would  cause  more  leakamrthan  the  50*?  reduction  fate. 

These  inexorable  realities  of  negative  income  Lttes  are 
touched  on  bv  the  schematic  illustrations  in  Chart  1 

CARTE  BLANCHE  RISKS 

Before  ue  siyn  a  blank  cheque  in  support  of  thorough  ana 
comprehensive  NIT  s  to  eliminate  poverty  tax  professionals 
and  others  should  polite! v  but  firmk  inquire  as  to  the  lom;- 
run  costs  ot  tlUsc  theowes  -  not  only  the  cost  of  eliminating 
jwvertv  bu'  the  inexorably  associated  costs  of  leakage  to 
those  who  are  not  in  pourty  and  who  have  little  or  no  likdi-' 
hood  of  tailing  into  poverty 


TABLE  1 

SAMPLE  NEGATIVE  INCOME  TAX  (NIT) 
ILLUSTRATIONS  OF  OVERPAYMENTS  ANO 
UNDERPAYMENTS 
Income  of  NIT  Recipient  Tested  Monthly 
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As  cited  "above,  Business  Week  also  questioned  whether 
there  would  be  -"unanticipated  side  effects  as  there  have 
been  with  other  programs/9  For  one  thing,  the  incomes  of 
the  poof  are  prose  to  fluctuate,  and  moreover  to  fluctuate 
relatively  more  than  the  incomes  of  those  who  are  not  poor. 
The  typical  NIT  proposal  would  be  seriously  deficient  in 
coping  with  such  fluctuations. 

Consider  tbe  illustrations  in  Table  1.  These  assume 
that  the  family  in  question  has  a  monthly  income  guarantee 
,1  550^  that  the  family  income  is  zero  tor  the  months  of 
j&  r  ♦nrough  April,  becomes  $240  in  each  of  the  months 
of  May  through  August  and  Ixvomes  zero  again  from  Sep- 
tember through  December.  They  also  assume  that  family 
income  is  to  be  reported  monthly,  so  that  in  effect  family 
income  is  subject  to  income  tax  returns  twelve  times  a  year, 
Quite  apart  from  the  bureaucratic  overheads  involved  therein, 
consider  the  impact  on  the  family  shown  in  Table  1. 

Assume  a  NIT  reduction  rate  of  33  1/3*7  In  January,  the 
NIT  payments  will  be  proceeding  at  a  rate  of  S5C0  a  month, 
because  the  family  income  is  zero. 

In  April,  the  family  income  will  still  be  zero,  so  that  the 
NIT  payment  made  in  May  will  be  at  the  level  ol  $500  even 
though  i*  should  be  at  a  level  of  $420.  Thus,  the  $80  over 
payment  will  have  to  be  recovered,  in  some  manner  or  another. 

Once  the  NIT  monthly  income  tax  testing  catches  up  with 
tbe  fact  that  the  family  is  now  earning;  $240  a  month,  the 
NIT  payment  will  be  reduced  to  $420  Thus,  payments  of 
■€42u  Aould  be  made,  correctly,  in  both  July  and  August. 

T*ie  NIT  income  tax  test  in  August  will  show  that  income 
iii  July  was  $240  Accordingly,  the  NIT  payment  tor  Sep- 
tember will  still  be  S300  less  one-thud  of  $240.  or  still  be  a 
net  of  onh  $420  However,  the  family  income  lor  September 
has  become  zero,  and  thus  the  full  NIT  monthh  guarantee  of 
$300  will  be  needed,  Since  the  ScptcmU-i  pa\nicnt  will  Ik* 
merely  $420.  there  will  be  an  SS0  dc-fiuc-no  iui  September 

Underlying  Fl«w  of  NIT 

Tbe  above  are  bur  some  rather  over-simplified  specific  ex- 
amples of  the  inflexibility  of  typical  NIT  proposals  attempting 
to  cope  with  the  fluctuating  incomes  of  the  poor 

The  underlying  flaw  of  such  a  NIT  proposal  is  that  in  Au- 
gust it  attempts  to  estimate  the  income  that  the  family  wilt 
receive  in  September  *  ie  In  th*  future ;  fxised  on  .actual  in- 
come  received  in  July  i  i  e  Jn  the  pMt ). 
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The  huge  possible  ultimate  costs  ot  negative  income  taxes 
are  one  thing.  This  combination  oi  having  bureaucratic  over- 
heads for  trequent  income  testing  yet  still' havinu  serious 
inflexibility,  is  reason  alone  to  see  whether  there  is  not  a 
more  constructive*  alternative  lor  reforming  the  process  ol 
transferring  resources  between  governments  and  uti/ens 

TIME  FRAME  AND  REGULAR  INCOME  TAX 

Remember  that  the  regular  income  tax  withholding  ar- 
rangements levied  auainst  the  salaries  oi  employees  in  Canada 
and  in  the  United  States  do  not  attempt  to  tax  the  September 
income  ol  a  lamily  based  on  the  ihcome  ot  chat  family  in 
July,  Rather  thev  attempt  to  deduct  income  taxes'  in  Sep- 
tember based  on  the  current  September  income. 

Likewise  in  rciormini;  the  weliarc  component  oi  income 
security,  it  would  appear  desirable  to  avoid  estimating  iuture 
incomes  h4>ed  on  past  incomes,  but  rather  to  treat  actual 
incomes  that  are  currently  in  iact  brim;  earned. 

Noa  tot;  that  there  are  elements  oi  income  security  under 
the  HRome  t.:\  system  Consider  a  married  man  who  is 
working  and  .i  wife  who  is  not  working  with  several  children 
When  another  child  is  born,  the  income  tax  pavable  hv  that 
husband  in  Canada  ;  or  in  the  United  States  j  is  oiten  reduced 
Thus  income  tax  exemptions  within  the  income  tax  system 
otten  provide  elements  oi  iacomc  security. 

Conutseiv.  under  the  income  security  system  there  are  - 
also  elements  of  income  taxation  For  example  someone  in 
public 'housing -who  earns  more  money  perhaps  from  a  better 
job.  ur  from  working  overtime  -will  hnd  his  monthly  rent 
increased  as  a  direct  result  That  increase  in  monthly  rent 
constitutes  additional  taxation  of  his  income  See  The  TAX 
EXECUTIVE  magazine  ior  July  ly77.  Seeking  Realism  in 
Lncmployrncnt  Insurance  \ 

The  1940  s  and  Tax-Credits 

Such  linkages  between  the  income  seunm  NWeni  and 
income  tax  system  were  realized  lorn;  helore  initial  proposals 
were  made  ior  typical  NITs.  lonu  U  lore  NIT  s  wt  re  pro- 
posed bv  the  renowned  economist  Milton  Friedman  in  about 
1962 

In  1944  two  United  fCinv<dom  actuaries,  R.  J.  Kirton  and 
A.  T  Hawiev  presented  a  paper  to  the  I  K  Institute  oi 
Actuaries  Income  Tax  in  Relation  to  Social  Security    At  just 
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TABLE  2 

SAMPLE  TAX-CREDIT  SCHEME  ILLUSTRATIONS  OF 
CORRECT  NET  TRANSFERS  OF  RESOURCES 


AuptU 
Ocfottr 


Www  HWMRvtS 


Plus,      fttfuUf  DM 
»TT*i-  lucerne  Tar  Tr«trftfs 


(T) 
nH 
ml 
nH 
ml 

$240 

$240 
$240 
$240 

ml 
nil 
nil 
nil 


TO 
$500 
$500 
$500 
$500 

($500  $2J°) 

-  $420 
$420 
$420 
$420 
$500 
$500 
$509 
$500 


M»  (5) 


$500 
$500 
$500 
$500 

$500 


$500 
$500 
$500 
$500 
$500 
$500 
$500 


ml 
ml 
ml 
ml 

$240 
3 

$60 
$30 
$80 

%so 

nil 
ml 
mi 

Oil 


<*>  (5) 

W 
$500 
$500 
$500 
$500 

$420 

$420 
$420 
$420 
$500 
$500 
$500 
$500 


Afft  Transfers 

C*fT*Ct  tf 

0vMfMf  or 

CoJ.(3) 

(7) 

Co/rect 
Correct 
Correct 
Correct 

Correct 

Correct 
Correct 
Correct 
Correct 
Correct 
Correct 
Correct 


about  the  same  time,  Lady  Juliet  Rhys  William*  published 
remarkably  similar  thoughts  under  the  title,  borne  Sugges- 
tions for  a  New  Social  Contract. 

Essentially,  the  suggestions  ol  kirton.  Haines,  and  Rhys 
Williams,  all  showed  how  it  was  j>o*siblt'  lu  a\oid  altot;cfher 
the  separate  apparatus  and  buivauuatv  ui  welfare  testing 
of  incomes.  They  showed  how  Hat  and  uniiuim  fax-credit 
payments  could  be  made  to  certain  cati-tiuiirs  < ji  individuals. 
universaUy  within  each  categorv  and  at  constant  U\eN  horn 
month  to  month.  Of  course.  ch«-  actual  nuunus  <  .mud  tmm 
month  to  month  by  all  in  cmpUniih  nt  would  U  taxed  \>\  the 
regular  income  tax  system 

Alter  the  not  unusual  incubation  "i  nenl\  thie«- 

decades,  their  general  approaches  uiu-  incnipuntrd  in  an 
official  U  K  government  Green  I'apci.  in  l<)!2.  l'iu|*»aK  tor 
a  Tax-Credit  System 

Flexibility  and  Low  Overhead  of  Tax-Credit  Schemes 

AUvcrcdit  svstem  would  avoid  die  iffif If -.xlb«lic>  »»!  ihe  fx  pi 
cal  NIT  pio{Mi>al  as  illustrated  in  I  able  1    I  hi  tablt  >\\ows 
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that  the  tax-credit  alternative  would  be  prelerablc  on  grounds 
as  outlined  below 

m  *****  Tj.-CnxM  SrtUm 

1  ^H^.*^*  "ttottmt  lu-     J.  FW.rfcWy,  tNMM  e*sessm<  current 
mm  Mceaw*  Mm  m  pa*  w»m«v        income)  n  tkey  are  earned 

*'  ^LuHrV^:  JZ?"t  rr,u,f"    ?  H*"*  wert**  b*CMw  eefy  <*< 
pvrmmc  mcame  letting,  tnrougli  the        normal  income  to*  return  required 

per  pear 

J.  Creator  comple»ty,  because  re^urres     3.  Maximum  simplicity  potuftle,  occaute 
aMparatc  welfare  imow  toiatien        utet  ttw  tmgfe,  exittmg  regular  m- 

came  tax  sjrttom  only. 

»P  The  alnwe  remarks  arc  most  applicable  to  eountries  with 
widely  applied  personal  income  tax  systems.,  especially  Can- 
ada, the  liund  Kinudmn.  the  Tinted  States  The  OIXD 
report  warns  that  then-  could  be  difficulties  m  other  countnev 
where  much  lesser  [proportions  of  total  taxation  are  raised 
through  tin*  personal  income  tax  sWem  However  even  in 
those  countries  a  tax-credit  approach  might  well  have  sig- 
nificant  ad\a!Hages  over  the  tvpital  NIT  proposal 

Hie  ioit  ,oiriii  is  significant  and  important  but  there  remains 
the  basu  dil.  mma  that  the  ultimate  costs  of  ending  jwtvertv. 
could  be  honendous.  whether  handled  through  a  topical  NIT 
or  throuyh  a  tax-credit  proposal  that  would  simple  be  thiev- 
ing the  same  transfers  of  resources  as  the  typical  NIT 

A  Pasteur  Analogy 

The  underline;  weakness  of  the  typical  theoretical  NIT 
proposal  is  that  it  is  a  single  proposed  solution  looking  for 
a  suitable  problem  to  solve. 

Tax  planners  know  that  it  is  more  fruitful  to  first  get  a 
thorough  grip  on  the  probiem.  and  then  to  develop  a  solution 
afterwards 

Louis  Pasteur  said  that  beqinniim  bv  looking  for  a  cure  is 
generally  a  ftmtless  task.  Acting  in  such  -,i  wav  i>  just  hoping 
to  hit  .on  pio-n  s>  In  chain e  It  is  miuh  bettei  to  trv  first 
to  understand  the  nature  tlx  ,  .,um-  md  the  coui>.  of  a 
disease,  in  the  distant  hope  tint  our  d.,t  tl„  researcher  will 
find  a  mem*  <>l  preventing  tlx  divase  altogether  Pasteur 
claimed  that  tliis  approach  of  considenn-  fust  the  piobjem 
was  the  ke\  to  Uatini;  tin  puzzle  of  rabies 

THE  POVERTY  PROBLEM 

Turning  from  the  snap  NIT  cure  to  the  natuie  of  the  actual 
problems  underlying  income  secunt\  the  basic  reality  is  that 
poverty  has  not  one  but  fuo  causes  — 
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Po^Gfty  l#  not  CJNf964f  toy  Afeto"feo4ft94l  ^dnH^-  #v#ffdfef#  fw 

oMhtor  by  (1)  flM&Htadted  sdutte  fro  log  uftsbto  to  vortc,  on 
account  ol  ttefcn**  or  unemployment,  or  toy  (2)  the  pro— net 
o  $emJ^f  of  tfvpontfoft^^  ^i^Oiwo§y^  ^^MfctooWf  H^o^^oro  of 
yom%^  otttt^Fen*  ttie  f^om^OAon^ly  tf&ootofotff  otMl  flfae  ofcforfy)* 

Value  of  Unemployment  Insurance 

It  follows  that  a- NIT  would  be  needlessly  wasteful  to  pay 
out  money  to  any  able  bodied  adults  in  full  employment  and 
with  no  dependents,  since  able-bodied  adults  are  not  in  pov- 
erty  so  long  as  they  are  working. 

The  only  income  security  payments  such  people  would 
really  need  would  l>e  unemployment  insurance  payments 
while  prevented  from  working,  whether  by  reason  of  sickness 
or  involuntary  unemployment  The  unemployment  benefits 
they  would  need  would  not  necessarily  have  to  be  income- 
related  benefits  that  increased  with  earnings  levels.  Relatively 
modest  unomplovrnent  insurance  payments  would  be  suffi- 
cient to  permit  (be  individual  to  provide  the  essentials  for 
living  during  sickness  or  unemployment. 

With  that  exception,  the  only  other  income  security  pay- 
ments  needed  would  l>e  for  those  who  are  not  able-bodied 
adults  available  for  work,  children,  mothers  of  vounc;  chil- 
dren, the  permanently  disabled,  the  elderlv  For  such  de 
pendents,  tax-credit  payments  rather  than  income  tax  exemp- 
tions would  eliminate  poverty 

Then  turning  to  income  taxation,  there  would  merelv  need 
to  be  income  tax  exemptions  tor  ahle-I>odi<d  idults  available 
for  uork  Above  those  income  tax  lAcniptioiiv  .md  on  totAl 
incomes  of  dependents,  re^ul.n  income  (axes  could  he  levied 
at  normal  personal  rates  on  the  individuals  concerned  See. 
tor  example,  the  U  K    1972  Cnvii  P  iper 

Mixed  Approaches 

The  theoretical  NIT  proposals  do  it  !■  i>i  !oui>  on  rhosc 
mosi  in  need  As  between  two  I  mnli<  *  <>\  \\w  •.nnr  «»i/e  Injt 
with  different  incomes,  the  lai^ci  Nil  |'a\m<nt>  would  -i<> 
to  the  family  with  the  lower  income  Similatlv  between 
two  iannlies  with  the  same  income  but  with  diffrient  num- 
bers ol  dejK'itdcnts.  the  farmer  Nl  I  payments  would  uo  to  the 
family  with  tUv  larger  number  of  dojandenu 

This  piopOM'd  NIT  pattern  ol  paum;  mo>t  to  tho>c  with 
the  lowest  minim's  i.um's  question-,  about  the  rflecmeness 
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and  reasonableness  of  income  security  programs  pavins  in. 
come-nlated  benefits.  Can  it  be  correct  to  have  both  the  NIT 
approach  and  the  earnings-related  approach,  such  as  under 
unemploy  ment  msurance  programs  in  Canada  and  the  United 
States,  and  such  as  under  the  VS.  social  security  program 
and  under  the  Canada  pension  plan?  Perhaps  as  the  abov'e 
mentioned  OtCD  report  suggests,  examining  such  programs 
against  the  theoretical  NIT  background  would  be  revealing 
and  fruitful  & 

INCENTIVES  AND  DISINCENTIVES 

There  is  a  subtle,  but  important  psychological  shut  in 
•witching  attention  iron,  theoretical  NIT  proposals  to  tax- 
credit  proposals. 

Cndcr  theoretical  M  i  s.  the  name  ot  the  game  is  to  work 
less-or  even  to  lorget  to  report  income,  or  to  split  up  tami- 
lies-so  as  to  increase  the  amounts  of  monthly  subsidv  pay- 
able under  the  NIT  '  * 

By  contrast,  under  a  tax-credit  scheme,  the  tax  credits 
lr  /     "niver"»>'  »  everyone  vvnhin  an  eligible  cate- 
gory ot  dependents,  regardless  of  their  income  level  The 

rn^hf  «  *»  up  to  you    .    vou-  have  tins 

much  tax-credit  payment  given  to  your  dependents,  and  now 
.t  is  your  turn  to  work  and  to  save  and  to  increase  vour  own 
economic  weU-being.  as  much  as  vou  are  capable  andTs 
much  as  you  wish. 

Whether  that  would  be  a  big  difference  or  a  little  difference 
at  least  it  would  be  a  difference 
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The  negative  income  tax: 
would  it  discourage  work? 

Advocates  of  the  negative  income  fax  often  contend  that 
such  0  program  would  provide  stronger  work  incentives  than 
conventional  welfare  benefits;  evidence  from  recent  tests 
indicates  that  this  assumption  may  no:  be  well-founded 


Rote  A  f  A.  Moot  IT 

Would  $D+cn\meni  cash  iraovfrr  payments  to  the  poor. 
m  the  form  of  *  negative  wnome  las.  oWourage  *o<R 
effort  jMkMf  nxtpteni*''  The  sironjeM  idem  c  for  (he 
C***te*fcc  of  wh  a  disincentive  *  itmcs  from  (twr  income 
mmnienm*:i  eupmmeniv  each  of  whxh  tested  the  cf« 
fart*  ill  I  he  wefatm  meome  ras  on  «mp^  of  ihc  Na- 
won's  k>w  income  psifuJafwm  The  finding  from  the 
n  penmen  (s  have  hem  released  tn  unevm  spuds.  as 
thty  ha?e  hceoroe  avjulanie  This  ankle  summarizes  (he 
re*uHs  of  afl  four  experiment  v.  vho»v  »hat  *c  have 
lea/wed  from  (hem.  and  discusses  ihcir  IrmHations  in 
primdntf  correvf  estimate*  til  worfc  disincentive  efe&rfs  1 
"Hie  rspernnents  were  i/onduvted  over  4  number  <tf 
)-cafs  in  selected  Icvl  horc"  vi(es  acrtts*  the  count  rt 
New  Jcrscs  and  Pennsylvania  tl^O*  12t.  rural  areas  of 
Norlh  Carotma  and  Iowa  72>.  Seank  and  Oen 

*cr  (|<W  7K>,  and  ttar%.  Indiana  H97I  ?4)  Three  of 
(he  (eM*  were  limited  in  spcvitw  group*  of  peoplr  oolv 
httvhand-wifc  couples  were  studied  w  >*ew  Jersey  and 
Pcnnsylvama  and  m  (he  rural  fsperiromf.  and  »mU 
Nacfcs  m  (he  G*rv  (e%i.  although  (he  i#a<>  leM  mcluded 
borii  coepfe*  and  farwhw  headed  tn  women  AU  race> 
and  famrty  (rpc*  were  included  in  (he  Seattle-lVmer 
«ud> 

The  sampte  van  ft*  (he  etperimcuts  were,  in 
New  Jersey  and  Pesos  y  Kama  t*A)  m  ifn  rciat  tests. 
4,t0O  m  ScatoVCfcflw.  and  f  .«)0  m  fiats  The  first  e* 

ftofrrn  A  Moffw  »•  j«vf%<«n<  pfo(r»r«if  <i  ■  ".Hi,  ■  ji  K^f|cf>  I  »i| 
It**  M«w  a*******.  SJ  J 


penmen'  was  eondutted  in  (he  New  fersev  Pennsvlva 
ma  are  because  «n*  Ms  high  density  <»f  urban  poof, 
hesaf  .*  »(  mMuJit  hj*J  «i>  A(d  (o  families  *i(h  Orpcn* 
den  i  Children  Lnemploted  Parent  Prof  ram  U*  hwv 
bajfd-ttife  ^(Hipkv.  and  heva«fse  area  fovrrnmnil 
MftvMS  *ere  *er>  revepfive  The  rural  «« penmen (  was 
designed  lo  >lud>  j  dirTereni  pump  of  (he  rx^oulaoon. 
jnti  (h  ■>  fitLUved  »>n  iwn  Sfjte*  »»(h  diferetH  (>prs  of 
Um.KivtMtie  popuUfJOfis  jnd  agr»4:uJ(ural  hases  Sradle 
jod  Oen*ef  were  ih  «ven  lo  reorevrtil  (he  Wcv.  and  in 
(he  k  jsc  <4  rVinrf.  (4»  Niud>  j  t"hKano  sunonfitjUlfon 
Hinjllv.  Ojf*  «a>  %etex(ed  nev««u%e  i(>  poptdadon  per- 
mMretJ  i«>ncen(M(f«i«  (»n  hljik  female  famils  heud>  in 
(he  Aid  lo  families  s^u H  Dependent  Children  Profrjm. 
and  N\juh'  ««f  fevep<i»c  i>(fuul% 

Himesrr  (he  ispvnmenl*  i»rre  ilike  in  (he  m<»M  rm. 
p<»fijn(  ft-sfK'i(  e.Kh  attempted  i«»  ioi  (he  ne^afoe  in* 
,<«n»e  (as  jmiis  *:I.ksu.iI  e«fHnmeii(al  meih<Hl^  A 
^niple  *rf  ih*'  l.ta .iiK.rrut-  p%ipuia<<«'0  ^a^  >cfevicd  in 
ea»-h  area  »nd  f^nnl^  *<n<  a>«.iencil  «'  cilhcr  jo  V\ 
perfmenijl  grt»op  <»r  a  '\ontroT  cr<»up  Ihe  esncn* 
mental  group  teamed  rtefWOve  income  (as  hen<n(*.  (he 
^4mirtH  jifiHip  d»d  n.»t,  and  Ihe  erTe%i  of  (he  e*perimen( 
«a^  rrkraMued  a*  (h«r  dtffrieiHe  in  **Mk  effort  hrlween 
(he  (ho  j4ii»up%  fhe  e\^vnme»(N  a)w»  varx-d  (he  jtener« 
trsi(v  t»<  henefhs  (n  ihe  cspenmcnfal  ero«pv  m  order  (n 
mea^ate  fhc  enTts(  of  (hi*  facto'  i«i  •*<»rk  cfftir( 

I  'ke  alt  pure  ar^advr  tfuome  las  Siheme>.  ihe  plaiiN 
P»"«ided  j  p<'»-iloe  fvfu-rir  to  families  *<|h  no  earnings 
.11  jlf.  whether  fhe  head  of  anv  4i(her  fjmil>  incmhrf 


Reproduced  froa:        U.S,  tVr parciwrnt  of  tabor .     Bureau  of 
Labor  Statistic*.    Monthly  labor  review,  v.  104,  Apr.  1981: 
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«a»  "+aht*i*nl)~  or  "m*ol*$Hmr<\y  '  utewyptoycd  (here 
«n  no  work  rwqmr*&*m  m  any  <W  the  e*pcrt*tet>c* 
However  w  pro***  fork  ineendve*  benefit*  were  mx 
•rf  by  (he  Ml  amoww  of  iny  earnings  that  the 
r  dMf  receive  Thai  r*,  the  '(**  rale "  iX  "bet>efi(<re- 
•*»  le%»  lhjn  M*)  ptfvCfif  The  jfgrtvjK 
I  of  the  benehl  formula  »> 


(V. 


■  a  ihc  bvodH  patd  (o  ihe  fjfliiU,  G  *  the 
*ti"  that  n.  the  amount  p^J  to  a  family 
wnb  no  other  wstome  V  rs  ihc  family  s  nu^iie  le*el. 
m4  I  H  ihe  beJK#Tfcduvi»on  rate 

A*  *  appotmt  from  (he  heocfti  formulj  an  e »tra  fM- 
t*r  of  mcwmx,  V»  reduce*  (he  farniU>  benefit  h*  t  dul* 
toft,  where  I  w  «mc  frx'lron  betHi-en  U  jnd  I 
Tfcmfane*  nrvaao*  a*  eurj  dollar  of  earning*  lower* 
tfcc  bcn*#f  by  only  I  dollars  KHal  nu » m ni'  J.nrs  indeed 
mere***  by  I  f  dollar*  The  e*pvnnum  tatted  fe»el* 
of  l>»r  gtjjramee  KJJ  jnd  reduction  fjU  <h  atu-n  (<•  dif- 
ferent farrulic*  10  the  evprnmental  g»  igp  (>i?  j*crage. 
•Kmsrve*.  j  i*s  rate  of  *o  and  j  tfujranfiv  level  jirntiii 
equal  lo  Ihc  fx>vcff>  Iipc  (VU^I  nc  fL-jr  m  f«fr  j 
faml?  trf  tourr  were  offered  Th%  fuaranlee  loel  m  all 
ca*c*  «a»  higher  (or  larger  lamilio 

The  <vn«*nroiM*  conducting  the  cspenmviKs  etjv*(cJ 
Hxt  rhe  result*  would  show  >»hik'  nc^jior  efrVvf  ,  <h 
work  rf&f  I.  the  ircjpitffani  ^uoium  ».t%  what  ifn  mje- 
mfudc  irf  the  rrtiuclKm  ntigjj  fK  \4nmi%<ri.  ibev  f*c- 


w«h  ihr  bd*  o|  ihe  fujrani«  iruj  the  brweftw^ 
Ikm  r«ie  iSc  rufhrr  cmh  <^  ihcm,  ihe  groMcr  \ht  morfc 
dwncrnfiK  :  Tht\  c%petUlkMi  tvkJ  rmr^  ruml)  f,^ 
nwrwd  voupk^.  lo  whom  ihe  cmiin|  ndfjrc 
pnwidr*  hrxHh*  m  only  x  few  SlJtc»  fenuk  hca0^ 
of  UimUex  *ho  ifnady  ehfiMc  for  .^mw^ 
»ctf»re  bci»ertl*,  (here  w**  no  prww  ctprtf^mvt  ,4  4  ^ 
*.h^n|e  in  »twk  cfToft  lo  b*t.  (he  nej4i»»e  tfuivme  U\ 
»»%  <Tnpn*JU  propowJ  m  (he  IWs  ^  a  program  i0 

wruii  meemi^o  reiime  to  the  exiting 
%>Mctd,  which  ^1  (h*(  lime  had  tMrh  hjgh  hn>cfti.fcdi#v- 
J«m  raic%  fh*i  may  tM*e  J»^*»urjgocJ  *»ork  - 

Table  I  stums  ihe  4^fcretK<  in  htur*  of  wofk  jx-t 
>*eefc  her»ecn  ihe  r*p<rMnml»J  4rnl  umirol  group*,  hf»v 
^en  dimn  f»v  hu^twnds,  »nr»,  and  female  he4d>  of 
fjmiltrs  in  e»ih  <>f  ihe  frvi  area^  Work  cfTori  1%  s^mn 
j\  h»»urv  tif  work  per  work.  Inn  rtiiM  i»f  the  studies  ac. 
lUaJI)  measured  wtvk  hinir>  «i*cr  longer  fvinnds  |\n 
jn^J>li*aJ  rxirp<»%rs.  htVui>  have  hern  *UfHJaf<h/ed  ncff 
(o  j  Hixklv  hj%4> 

E>a(a  pirsenied  in  ihe  IjWc  are  uneqi*»oval  evidcfHt 
ihji  h«nir^  iff  *»ik  jic  reduved  b)  ihe  negalor  hk»>iu< 
ia*  Ihe  dmncend«c  effevi^  for  husband*  range  frnm 
ah,»ui  I  peuent  lo  &  perceni  For  »i»ev  (he*  *ar% 
miuh  mme  fftwn  jlm*t>f  /eti»  ((^  M  |x-ffccni  (alihoogh 
in*-  Utu-i  fi(£iiu-  mj»  r*e  ^  siafis(t4.jl  jtiomJt'f  l^Mrk^n- 
(»*t^  IJ  lo  2*  pcrien(  Here  tqnTfted  for  female  fami- 
ly heads  in  rhe  «ml>  1*0  csfxtirni fits  for  *h»ch  e^lf 


Tawt  f    Aiwrapa  *ftar#oc«*    wtfAif  »»owr»  ftetwtn  coorrot  and 


aipermmai  gro«*«  «n  fpvr  fe>(  arvas 
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J***  «re  amiable.  Gary  and  &orftte*l>nteT  TVv 
f^MWPt  ^e  A^wp^w*  m  kwi  i^fffced  hnn<een  the  ci« 
|gf|tfMHtii  frown*  nfticfc  rveetfcfd  nevJMn*  income1  ta* 

tnef  *  ttMftraf  |mnp  »h*e*  received  Aid  to 
rjW» 'I"  1  •**  PpfcH  CMrJrvn.  (bit*,  the  frurffe  m*V 
^•t  tfatf  AnKHtMtwcowe  uw  profngm  tewed  aHo  rc- 

atfart  relative  to  flic  cWmf  ndfar*  n*em 

AMMNUffc  Ine  experiment*  4"fce»Hy  hnmd  a  »t>rk 
^■■Mflih*  effect,  the  riMTfr*  of  rexpnme  arc  father  di*» 
jgunrfiHf  Mowoxt.  ihe  effect*  f*w  oVJfefcnf  demo* 
pnnfcit  fo&on.  rn>  ckat   pattern  lnlcrr*naJ 

tarudMn**  fat  fumpk,  appear  If  iml>  4  result  >rf 
ijwufcmi  ntlnU  ■!  error  Id  fjet.  m  the  Vaitle'tVmer 
ta^WKl.  HO  «4*fHf*aJ!}  MfalfWint  difftrcfwo  be- 
twien  life  faer*  wrrt  femnd  i  The  Seattle- Denver  data  m 
tafrJe        **rmfr»  imm  jU  r*>r*J  prtturn  ) 

CW  n»mnn«f  ftndmg  thai  tu>  emerged  fr»m  the  *»* 
pgrnnent*  retain  to  the  Fi*rm  *ftfch  work  reduction  ha* 
talk*  for  men  There  arc  tiring  ifiJu.jo.his  ihji  rediK- 
twrn  m  total  hoar*  of  wikK  nutsx  fdl<\.i  -trdvR- 

mmt  m  Mtefcbood  o*  httnp  rmpdt>c\J  jt  all.  rjihcr  fhjn 
Mj/ffJMl  reduelKwv  in  the  hour*  ^  tht*%c  who  fim^n 
employed  Thai  ts*  the  reduvthti  in  lif.il  »nrk  h^urv 
,dhnn  np  ax  a  devhne  in  the  empiotmeni  rate  M  the  c*- 
penmentaf  wmpk  reiamc  to  tfut  nl  the  eonfruj  %jmpre 

TV  no*v>  mtobeatfum  of  thi*  ftndtnp  arc  amniftKH* 
<m  (he  one  hand,  »ilhdra»jl  frnm  <Hc  fjN*  fitut  t%  a 
major  cfcafife  m  *mk  effort  .mc  1h.1i  *K'iet»  ts  niH 
bid*  lit  aevrpt  <M  the  'rttxt  hand,  this  j|v>  implies 
that  the  t<4al  redtwiiort  fn  *»vk  h<«urn  slrm>  (it«n  j 
ralhcf  kirfr  ro^mv  h>  j  mtijII  tiumK-r  men  I  heft'- , 
forr.  (hr  n«fafiv<  >rw»»m<  \a%  S>+r>  n«M  jppcjf  t<>  hj%c  j 
prf^4V»r  Hl<\t  in?  the  *»»Mk  ctht*  >4  the  lim-iruurm* 
mde  ^  (^vlati"n  in  m*M  t»f  th<  men  J*'  nm  rc*- 
^•rwJ . .  jif 

This  phciitfmcfufn  i>  titiJi*unfc\jH  rcijtnJ  in  (He  Jiffi- 
kiilt>  in  fcJuung  hi»ur>  »*f  »nrk  *»hik  tcmjuunii 
<rmf4*»><rd  Htirk  h.»ur>  m  rr«»*i  ^»h>  ht-IJ  hv  pf »tk*'.«»£l- 
meo  jrc  in^ituunnoJU  jr»J  Jiltuulf  i».  vhjn*:^ 

Jht\  t\  l<%>  true  nf  thr  p»»»'r  fkin  »•<  tht-  r*tjHj|(ifn.n  j«  t 
«hnlr.  Uf«-*4|Cv  %*.»ikc>>  rx'«>p  niifie  likcU  (n  h.*U 
fwt'fwrw  4»r  ufiMjhJk'  ^»rvs  Hut  c^n  trn^-  Mnik<f«  nu» 
hr  iWc  ft?  icdiKr  Mtnk  w-tf « >r f  m<t*ll%  hv  11,4  »tuk.mf  .« r 
aW  Hkw»e»fT.  1  nx  »,i>  tn  nhnh  H«Mkcf>  nuv  jWc  i^ 
adftrvf  hntirv  mjf|[injil>  f>  N%  (i-d^in^  ntciiimr  w.tik 
ThcTr  havnot  been  a  gir^l  nf  jitcnfuM*  p^ij  ...  (hf> 
pmwhfhs*.  nuxpt  m  rhr  ivr  <>o  I'Hivrimcm.  vWk'h* 
rl  4*d  HHkvd  Jnvjr  lh*t  njil  .if  ihr  fr^pttnw  frsulnil 
frpm  a  rcdtklMivi  in  1  »* rr l mtk 

A  J«\'ftf»s<  in  the  emp4*^nK*ni  ,i|  if<  hm-iiu^ne 
pnf«wUthin        ineur  in  *r%tr.#l  (1  nuv  like  tht- 

fc»rm  <»l  knfjhmfn^  n<  nmr  ht'lHi-Lii  ^fhs  Jt^igft  p^-n 
txfc  nl  unpaid  >j4.Jtnm  Jnd  h.iinir. .n  |vtiiMiH'Ht 
nnhdravji  itrnn  empittymtnu  Ni-»ulf>  fntni  ^>me  <<4  the 
#%farWWfW<»  mdK'f  r  thai  I  hi'  IhM  1 'I  fit*'*  ti*sp<iMW>  ,f 


ktifthemaf  W  ume  het»een  *»(K.  often  torrrvfumdm* 
to  an  increase  m  the  kneth  of  unemplo*menf  vpdl> 
^a»  (he  mcnt  comrrnvn  M  vyj  for  rmirc  ifvmnteh  n^h " 
«e»rch.  **k*h  unrrnplt^meni  vpdK  ma>  rvvlt  m  (nfhrr 
»afr*  when  cmpk>>mcnf  ts  f\nsl\>  secured  For  \oon$ 
ntKKer%,  M^ne  data  h**»f  jKi?  vh«mn  an  mttctitf  m 
whooi  »r tendance.  »hKh  ma>  conifihvte  to  the  iadi*»d- 
ttaJ'*  human  irafttal  jnd  #H<^  irttmiafcl}  merrase  nafes 
firHh  of  the*c  wte*  of  nonn^k  time  arc  prvrtMhU  m«KC 
akveptahie  th*n  nxrcvr*rs  tn  pure  tmure  H*^»e%er.  ol- 
thtmgh  tht>  «n\cMmctii  sh*H^d  renilt  in  frcaler  future 
otnings  rvtrntiaJ-  nn  earning  tnkr<;a%cs  *erc  apfurem 
in  dale  from  the    pen  mental  nentid 

The  lenfihemn|(  in  unemp4i>vmenf  ti**»K  »n  in* 

fefcsttttf  firrm  m  the  Oji>  tcM,  *here  hejv>  la)*^  in 
the  >ted  mduMf ?  carJ>  in  the  experiment  drove  up  1»VjI 
unemployment  taics  The  djta  dNntrd  that  Ki<h  ihe  ex* 
penmenljl  jnd  *4tnifi»J  (u»^  invreaxd  their  *.«fk  ef- 
f'.ifi  .Her  the  pcfiitd  of  the  v'^prftment  j>  uncmplovmeni 
utrrv  m  the  jfcj  dropped,  rmi  (hat  ihe  ^i<mih  m  ihi- 
cmplnvmeni  rjtc  i>f  f her  k.«ni:  M  friitup  ij<  f.i c jtci  ih^ii 
ifi^i  in  ihe  expeTimenijI  jffnup  t\tfiM^»rfifl%  ih»> 
ativc  I'mpinvmeni  tedikltim"  ijken  j>  L'viJiiue  ihji 
the  rs'^jtive  iiH't»mc  la\  ri*>ulted  in  j  >l«mcr  return  in 
ni*k  jmorif  nicmher>  of  ihe  expefjmcnul  ^i>»up.  proh- 
ibit he\.rtr»e  ihev  i»cre  uvng  the  r«»*nient*  j>  j  form  ot 
uru*m|i»ii>ment  in>urjnvc  Mv*mhers  nf  the  4.4Wiint| 
(E(»iup  with  mukh  IrN*  jteiwrtus  ».«»nvmi^Tnj|  unemn1o>< 
mifit  nefK'fil>  .fvjil.ihlc  »<Te  prnhjhlv  fnu'ed  by  ev»v- 
n.nTiik  Ji*f:c\*  in  lemifl  to  **  fk  •">«f>er 

^>  pu-%i<iu>lv  invnimrud  ihe  «:^peMiivt'rn>  jl^i  i^ied 
»ifi£,Hi*f  irKktmc  fj\  pl.nii  *iih  ijd,iu>  hrncnt'TeduvfiiMi 
f.jii»  ijujf  itJia-H  I  fi^/lr»  in  i.»H|^.  1  >h»nj|J  N' 
thuw^hl  i>1  j*.  thi  !r>f%«nH>  i"  pi. mi*  *ilh  a  K'lHUi-it- 

JlHfi  "'  «  *ft,'  .it  jKiUi     <f|  jful       jTU.I'.m'ir  lt'*k'l  (h 

the  p.  k»!t\  Inn-  f.-i^hlv  i»W'  ikeuee  nn>v  4H  i*p%-tl- 
tiii'iiu  M.'»i  .if  (hL  |^.m«  .u'fr-mU  fx'l.irc  <  <»ti^rc*>  pn»» 
p..»«-  v  u..       j-  i>*,v  fi^u.il  ii«  ^< 

JVf-'.'H!    -f    ih.     j^...'.    i   «fn»h    M-MiiJ    «UJCiM  -i 

.'M.llirf  .ll.r'f.    -1 ,  ff  ■ «  |*l,<'.fM.      m.   I»ll'»*     «'l  fhi' 

Utifk  iif.t'1  rt^uJlili*'  ti.on  .,in..ii>  ,iHfjNtlljf»»»f1»-    'I  fxil- 

,'fil  fi  Ju>  :i-«i,  4«i*j  .  ,,i'jfiiiv>  .!;»•  n«t tied  1.1  pr 44 Jt,  1 

fhi  'v*!'! ••»«•.»  1  'Jirti''       p«  '^'j.iu 

fhc  f.  Slnttiu^  :J^l#!Jl;.'Tl  ^»  ih4-  jk^MrXe  efle4.t«  «<f 
itli\*t-.l  rfiMr  itii^v  ,i :  k*i  N-f  '«duk  lioil  f  jie  .iJ|w*l- 
ifk'nU 

'        '     ■•  ■  If,         .       M  , 

\ii  ....     -  .,1  ,|>" 

-,i  »"  .;  i' , 

■h.       ,  .    i  • «  I  1 '  >  l  > 

Vl     II.-.-  IV    -f  ■..  M( 

1  »T.  "i  !  »  .1,4 
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A*  indicated,  nvrnrv*  in  the  (winter  k*d  Jctrt^c 
tawm  wur*  IT*  enVvlv  jfc  Urfett  foe  female  fcundy 
bfWH  wto<»  #PP*,*f  W  »cr%  re\fwm*i«r  i<»  lb*  ftwaji' 
f«i  kvd,  Md  %nulk%i  ftv  Mwnj*  &Mh  h^Nim^  *nd 
vtm  «h»  *<vf»  if*  hifher  (he  hrTtem  rcdtfcfkM 
rwe,  «4fb  »i»cn  ro»fy>f>djn|t  mi**  th#n  k<^sK»mf*  Fiw 
fallth  fWadr  the  c^pmmcnt^J  ftrvdin.fr>  %h«m  u^tcvpevf- 
ttW  WFflho  in  f fur  tvru-fv-rcdix'fN*i  r^fc  pnvfm?f** 
tturfc  rWort  The  c\f**nMw  g<n<f4H>  fiven  Uv  (h*s  re* 

«rfl  »  ffc*t.  HI  ftttfHVfnfV  IfTltlV  thr     ItHlHTK  CfTtfVt  '  tt{ 

ffcf  <*h*a$z  (kxntfLUcs  11V  \MhMiii#Jh>n  Hfrvl  '  ih*  rc- 
deUnHi  m  uke-hiwe  pjv  uuvd  hv  lb*  higher  hnvhi- 
raiuL'f*r*i  raff  tlrimgH  in****^  fhev  Mumfn  in  a, irk 
nvxc  tn  ufikr  fn  nuU  up  f**r  frw  Im*  ,»i  iruim*  Him. 
ever.  ffet  jbvrfvtr  mzt  iri  th.>  trur«M>r  in  ».irk  IfcHjrs  m 
father  small  jnd  fs  .»wM%*h. 'ined  h»  ihc  l^f^c  motive 
dfi&l  r«f  in*,i<M*<  n>  ilit-  pUMMnKv  level  In  (hi.  ihr 
frwh*  *J»<m  fhjt  mi  gt'ntu!  c*|V»  inu'iirj  ftmup  mem 
hcr\  *re  vm<*hji  m.nv  <K-ii>ih»e  »»•  .  hjn^o  m  rfce 
funnier  ifun     ihjn»r»->  in  th<  fH-netif  iediKfii<n  ute 

Uro*?  finding  d»>  indeed  unpU  rt'.n  ihe  i^p^riM.-  in  j 
C?*h  frjn<det  p/»>gfjnt  *ifh  »  »'.».ir.fiil»-r  *i  M  p*/i 
ecnt  tit  the  pmerft  line  *,.ii|d  rv  mi  ill.-i  ihjn  >h«mn  tn 
the  c*pt:ttTKtits.  nhiih  vi  i*  ii  | jx:tiin  ,\i  tfV 
rWcr  fujunietf  lev*!  ifw  p.-ucinj^  ;«-Jikii.h«  in  »nrk 
dn* m«»scJ  in  fjMc  I  w-'ulj  s-  jN^ui  J  fX'f* t*ff  1 
Um*r  U*f  kush.imU.  h  fx-'kkiii  l«mci  Ti «r  mu's,  jnJ  {< 
pcrr».tftt?  limn  f.M   ffiii^l.-  ^imU   huj,  •  V-».-ifH-U-^ 

LMUfiunj  (W  tlw  r%prnmcifU 

i^WMjl  I»nnr  ji»..i»*  .-I  ihr  »'*{V'inunt>  *h!»uM  hi-  i  im-ii 
ml**  <kkuhii  tih.fi  <»M  »,,fU'  ih.-  i.-»nli»  f  hr  im  %f  m- 
p<*rfjnl  giulihi  jlhMi  i>  r  I ■ .« t   \\w  t  \p» mn,  M|>  Hv  |M,1 

fjfKtf  |j>lt'ij  <-l|U  *  >.m^\  .  f,.f  s»hi.h  rtj,  k|i,t»fi  rv 
fi-fchjnJ  h»  the  Ijffiilu-N  .ivi 4  v-i  i.i  ill  I*  ii  iii  t 
p*nl>  ct«iN4,\jwt-ii||v  ir,.u  Imw  Sih.mil  .Jifft-irnd.  ihjn 
lhc»  »«»u/J  in  i  jvr mi  u.»  i.i  ii  if  .tl  |<:<<^tiiii  .liffVij^h 

If   In  IIiM  nhVl4.u>  ufulflt'    :Fli  V    MniM  f.sp.»#KJ  ni«.(<' 

I*>v  ui**kf  itofr-f.  .f  .  -h'il.i,.-n*    ^>  <  lifflu  Vl.'i,  ,ff  |.ffc 

«R4S*f»    flWli'  I  *  A  f.  If.J*  >U  *  I. 
tf*«ptffinu-IH    Im   .  i   • '  - 

fh^n  ih\  %  * ,        wi  t  j ,  n- , 

1»kc*  .fiJ^JlUl^i  •;«.  *1. 

jNV  ffiHtf  n.  'i|  *t  *  I  !  ■  . 
fiiiJtiyv  Nil  p«i«..uv  :.<  i. it,], 
pitfiT^nCTrf  ^i.ifiiii  mi,  1 
Trmp»>r.K\  |(u.fr.fnfiv  'In  ./ 
m  jv  fit  fw-M  h  hu  h  i  ii,1,  n»  i  j 
t  iirliin.ili-lt  •..nu'  i  iif i , i f t , 
pcnnK'fif  »i-i i-  i  ii !  •  -n.  j  * 

flMvfUlfiJ'.  ft'  Jik.'IJIli  k»h, 
CtpCHMIiflf   fli  tk.-.    i  .lif'ji.-n. 

1/»J»4J|»     thjl     Hl(M     MU})»  ».),,. 

fn»HC  fh^n  inns*-  cu- ,  ■(!»-,(  ;.■ 


t   ltt\U\  ldl4_||>  lf|    |  ,H.  'f  l  ull 

1  'Jtivv  w-  'fc       tit  ntfi, 
hi      p'  ifr  i!!'*  in    -r ,l» «  .1 
'    V*  f  M.p.«l  jmJ.    i.  ill 
■'    '    •   I'«i4l 

1  -s  MffljlJl    K\  |IIW  J 

I.i    F'  i«    "i    1       'Hi  J'  ft  I    ifi.lfT  J 


V  If  f  Ii-  I  K  fl »  : 
II!. I  i».  ».  I.  k. 
"     JiH  HI'  <l|    «  •! 

i  '•'hmifuri  u4" 


hj' 
ihv 


the  tf**kff<sfMfi*<  IcthIctk^  d«Knin«fG^  in  fcM  *j|u»fKW% 
lnttfcviingl>  lh<f<  ik»  v*wt?*  <»jfcktKr  ihji  tht^  differ - 
'ok*  larfd*  due  Im  itV  ufher  hifh  giurjnict  levels 
ifffrrr*!  in  Vank-lVn^tf .  jnd  thji  j  njonnal  nc|W»i,< 
ifKiimr  14*  w»h  «  gujrantrr  «.lir>%-r  i<  6?  pcr«cnf  *J  fh< 
pmtriy  (mr  WitilJ  have  pctmjncrtf  «fTix1>  vl.*%ei  fit 
IlKt^  diS4.xfnihk  jrmwi  the  ^>tfJf  io(  fjmilre^  *  M»»re 
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FEDERAL  EMPLOYMENT  AND  JOB  TRAINING  PROGRAMS  " 
(By  Karen  Spar) 


Cov«,rnm*nt  will  unite  with  private  industry  to  create  job  training  programs 


97th  Congress,  scheduled  Co  Cake  effort  October  I  ,  1963.     The  Job  Training 
Partnership  Act  of  1902  <P,L,  97-300)  sets  up  *  najor  new  employment'  end  training 
ayatem  end  is  the  ao»c  recant  in  a  series  of  Federal  work  and  training  program* 
which  began  in  the  early  1960a,  r 

The  new  program's  immediate  and  best-'*nown  pr*»dec-s  v*r  was  the 
Comprehend  we  Employment  and  Training  Act  ( CETA )  o(  1973, "which  spent  about 
$57  billion  between  1975  and  1983  on  jobs  and  training  for  the  economically 
di**dv*(\t***d.    The  largest  almost  controversial  component  %t  CETA  was  public 
service  employment  {PSE>,  which  accounted  for  oore  than  S23  billion  in  outlay' 
between  CRTA's  inception  and  1981,  when  PSE  was  phased         st  the  request  of 
President  Reagan  and  with  the  consent  of  Congr**««.     P-jblic  <*rvice  -raployment 
developed  a  generally  bad  pubW     iraa^e  Jjring'it*  ^arl/  v<ir*<  to  a  per- 

ception that  the  pr^rja  was  not  serving  rhru*  vho  cr.il/  rtfedei  it,  and  Was 

mismanaged  and  riddled  with  waste  and  abuse.     I)espLC*»  amendtserUs  m  1978  which 

t 

successfully  targeted  the  program  on  the  economically  disadvantage^  and  elimi- 
nated much  of  its  potential  for  fraud  and  abuse,  the  negative  public  image 
parsisted  and  PSE  was  ahilished*  at  the  end  of  FY  1981. 

Whan  the  rest  of  ':ETA  was  schedule^* Co* expire  at  the  end  of  FY  1982  # 


Congress  chofe  to  coni-Kt  a  napr  re-evaluation  of  Federal  work  and  training 


Reproduced  fw:        U.S.  Librmry  of  Congress.  Consreeeione 1 
Rmeeerch  Service*    Job  training  partnership  act?  background 
eiwJ  description,   (by  Karan  Spar)     Report  no,  A3-76  EPW, 
Apr.  19,  1983/    p.  1-10,  29-37. 
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Polity #  wnicb  reemltod  ift  tftictMuc  of  «  completely  *ew  proejem,  rather  than 
t*mrtUKt**tl<M  of  CSTA.    Th«  mv  Job  Training  Psrto*r#hip  Act  (JTFA)  differ* 
from  CIU  U  Hvtrtl  important  wart;     it  it  built  upon  *  parcnerfhip  l>itwwn 
jOMrpm  and  tnduetry,  rather  than  controlled  by  government  alone;  it  include* 
•  mm}**  role  for  f  tate  governor* ;  it  provide*  training  only  end  not  subs id i«e4 
— ploy— ot »  e*cept  in  very  limit ed  reset  for  youth;  the  amount  of  fundi  which 
c*a  bo  used  for  non-training  expente*  it  strictly  limited;  cad  oil  program*  will 
%>♦  hold  accountable  to  mandatory  performance  standard* » 

la  recognition  of  riting  unemployment  among  fkilled  worker*  who  *r«  being 
displaced  by  economic,  regional  or  occupational  decline,  Congret »  included  in 
the  now  legislation  a  »eperete  program  for  dislocated  worker* .    Two  other 
employment -re  Uced  program* ,  the  Work  loceociv*  (WIN)  program  and  the  U,S. 
feyloyment  Service ,  wore  emended  by  JT?A  in  en  effort  to  coordinate  all  com-  ' 
poment*  of  the  federal  employment  end  training  system. 
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■mow  or  rgggut  gggt  aw»  tMigns  mwouk 


»«  fir.t  *oo-«ilitory  rodorol  job  troioiog  ioitiotive  mk,  th#  „„! 
U  IMMlltr  coooiderod  the  Ar««  KodovolopMoot  Act  of  IH1  (AJU).    th«  chief  pur- 

0<  tbo  Ar««  Aedoveloj-wt  Act  v».  to  ^olp  ocoooaicAll,  depre.Md  loc.liti.o 
by  Attracting  oo*  iodw.trio.  to  the.,  «r«o»J    Ao  oo  adjunct,  «ha  AJU  o„thori..4 
•  li«ito4  teouot  of  tr.ioiog  to  .o.uro  the  availability  of  a  .kill.d  workfarco 
for  oewly  created  job..    P.r.i.teotly  high  uoe«eloy»,«t  rate,  led  to  cooctaoot 
io  IMS  of  the  nonpar  Oovelof-oot  and  Training  Act  (MOTA),  which  .u^ortiod  a 
broader  array  of  traininj  .ervice.  end  allowance.  ,*»  replaced  tho  training  pro- 
vi.ioo.  of  th.  AAA.     Initially.  HVTA  focu.ed  00  experienced  worker,  di.ptaced 
doe  to  OMtooMtion.  although  ..  unemployment  r«t«.  boton  to  fall  eaong  vhit«  aalao, 
tho  oaployaont  eod  tr.ioing  n«.d.  o£  aiooritie.,  youth  and  tho  ecoooaically  di.- 
edvam.ged  aoved  clo.er  to  the  forefront. 

T"°  4ft«r  the  MOT  A  com  the  John.on  Adaioi  .trot  ion' .  dec- 

laration of  .  Mt  on  pov.rty  end  pe.Mge  of  th*  Economic  Opportunity  Act,  which 
•  pawned  «  vide  r.nge  of  prograa. -de.igned  to  eradiate  poverty,  deluding  » 
variety  pf  work  ^perience  end  tratnm,  p.ogr.n.  tooted  .pacifically  on  th« 
'poor,  ninoritie.  end  youth.    9y  the  Ute  I960.,  thete  v..  ,  prol i f er.t .on  of  job 
tf.ioio,  program,  ,Uppt,M0t«d  i„  1971  by  public  .ervice  enploy^nt  with  pa..eg. 
at  the  **er»e«cy  Employment  Act.    Th*  parcoived  ooed  to  .creatine  and  coordinate 
tfcoeo  A.tivitio.,  coined  with  the  Ni«cm  Admim.tration'.  preference^  M.pe- 
ci«»  revonuo  .hating"  or  block  grant-type  progrw,;  led  to  enactment  ia  1973 
of  tho  Co«preh«n»iv,  Employment  end  Tr.ijin,  Act  (CETA),  which  ab.orb.d  many  of 
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tW  fitting  work  and  training  program*  ead  created  a  maw  »yitM  designed 
primarily  at  CM  local 

The  original  CJTAv  *ttabli*hed  Stctet  and  unitt  of  local  government  with 
Ipopmiation*  of  100,000  or  wore  at  ?rim*  sponsor*  to  receive  end  edmini ttcr 
emm  1  ■  waa  a  C  amd  training  fund*.    Prime  eponaors  were  given  authority  to  plan 
and  design  local  program  in  response  to  local  need*,    A«  originally  enected , 
CETA  sstbori xed  a  full  range  of  comprehensive  employment  and  training  services, 
to  to  tailored  at  the  local  level  to  Match  the  need*  of  the  community,  and 
contained  a  teperate  title  for  transitional  public  service  employment.  Job 
Corp* ,  which  had  begun  under  the  Economic  Opportunity  Act ,  and  n  program  of 
employment-related  services  for  special  tsrget  population*  alto  were  component f 
of  CETA. 

Otoe  of  Che  firsc  significant  amendment*  f  o  CETA  wa*  the  addition  of  an 
emerjr  lie  ferric*  job*  program,  enacted  in  1974  in  Response  Co  rising 

ii nan |  '  t ■  .*.»f  .  ret  and  expended  in  1976.  This  program,  which  became  title  VI 
of  CETA,  v**  intended  for  people  unemployed  because  of  cyclical  downturns  in 
Che  economy  and  wa*  meant  Co  supplement  the  regular  public  service  employment 
program  authorised  by  title  11.  CETA  again  wet  amended  in  1977,  with  passage 
of  the^Youth  Employment  and  Demons t rat  ion  Projects  Act  (YEDPA) ,  which  authorised 
a  variety  of  e&peri  mental  approach**  to  attacking  the  problem  of  high  jobless 
rate*  **mong  youth . 

/       The  last 'rewrite  of  CET*  took  piece  in  1978,  when  tft*  program,  was  more 

a 

specifically  targeted  oa  t»*  low-income  and  di sadvanteged  and  variout  management 
provil ions  were  tightened  in  response  to  criticisms  of  the  program,  particularly 
)      the  public  service  employment  title.     In  Addition,  a  new  Privstc  Sector  lniti~ 
ative  Program  (P5!?)^wae  addedV^s  title  Vll  of  CETA,  in  keeping  with  the  notion 
that  private  industry  should  be  more  involved  in  Federal  employment  and  training 
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eetivicie..    Alto  in  197$,  the  lerenuo  Act  author  i  a  ed  the  Targeted  Jobf  Tea 
CreeHt  e.  an  iwwcUi  to  private  employer*  to  hire  individual,  fro*  one  or 
mere  of  .even  disadvantage*  target  group,.    Fund*  for  the  Department  of  labor', 
reepooeibilitiea  ia  administering  thi.  credit  vere  included  in  the  appropri- 
ation for  the  title  VII  Private  Sector  Initiative  Prog  rem. 

Mother  program  related  to  CSTA  i.  retraining  for  di.pUc.d  worker, 
eligible  for  .pecial  benefit,  under  the  Trade  Adju.tment  A..i.eance  (TAA)  pro- 
gram.   A  limited  amount  of  training  for  thia  group,  di.placed  fr*m  their  job. 
becau.e  of  competition  from  import.,  tied  been  provided  under  title  lit  of  CETA, 
trtiich  authorised  ipeciel  rederal  r«.poo»ibiiitie..    Hoover,  the  Omnibu.  Budget 
«eco«cilietion  Act  of  1981  amended  the  TAA  to  euthorire  appropriation,  for 
training. 

All  portion,  of  C£TA  technically  expired  on  September  30,  1982,  although 
a  provision  in  the  new  Job  Training  Partnership  Act  ellov.  CETA  to  remain  in 
effect  one  addition*!  year  until  JTFA  become*  fully  operational  in  FY  19S4. 
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irs  of  Congress  and  their  staff  b«fM  planning  a  nev  job  training 
progress  in  late  1911,  anticipating  CETA'a  scheduled  e*pi ration  one  year  later. 
Key  eOMittM  chairmen  and  Member »  felt  a  bipirunn  and  cooperative  effort 
*as  essential  for  enacting  a  mv  program,  given  the  highly  controvert ial  nature 
of  previous  job  training  debates  end  the  prevailing  atmosphere  of  bidget -cutting 
end  Federal  retrenchment  from  faciei  programs.    Ae  a  result ,  Senator*  Den  Quelle 
god  Edverd  Kennedy ,  chairman  end  ranking  minority  member  of  the  Senate  Employment 
and  Productivity  Subcommittee,  together  with  Senators  Paula  Kawkin*  end  Claiborne 
Fell,  jointly  sponsored  one  of  the  original  job  training  bills  in  early  1962. 
In  the  House,  Employment  Opportunities  Subcommittee  Chai risen  Augustus  Hawkins  and 
ranking  Republican  James  Jeffords  each  initially  introduced  their  o*n  measure* 
but  toitotited  chew  into  one  bill  during  su£co«maittee  mark-up.     The  House  and 
Senate  subcommi  tt*e*  held  joint  hearing*  in  Mai^h  1982  on  the  Quay  l* -Kennedy , 
Hawkins  and  Jeffordf  bills,   in  addition  to  the*  proposal*        th«*  Admin  i  «t  rat  ion , 
hearing  from  more  than  90  witnesses  i  <»pr  t»«#*'nc  i       State  and   local  governments, 
the  private  for-profit  sector,  nonprofit  coxssuoi tybas^d  orianiuuani  er.d  groups 
serving  various  constituencies  such  *»  youth,  ninoiities,  vomerr,  the  handicapped 
and  organised  labor. 

Despite  the  bipartisan  and  bicameral  approach  tak#»n  during  the  195?  job 
training  debate,  th«  Senate  and  H^uvt?  «ach  produced  legislation  «e& th  many 
minor  and  several  significant  ,1i  £  £  eren^  <**  .     Confet**.'*  net  chioughout  September 
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and  finally  agreed  mi  coMpromiee  legislation  wnic*  President  teagmn  gijncd  into 
twQccoMr  13  (F,L,  f7-300), 

1  masliers  reached  4  coocMim  o»  certain  policy  questions  eery  early  in  the 
legislative  process,  wttich  helped  CM  till  move  relatively  quickly  through  the 
C^|W#'    for  Rafters  of  the  bill  agreed  that  training,  **4  not  job., 

efcomlel  to  provided  through  the  legislation.    While  many  iiMukit,  f«U  strongly 
that  a  jobs  program  it  necessary  during  times  of  high  unemployment ,  tbey  egrsem 
nat  to  include  such  g  program  in  the  training  legislation  and  instead  address 
the  ieaue  of  job-creation  separately, 

Ae  part  of  the  move  toward  "new  federalism,"  or  limited  Federal  involvement 
in  human  resource  programs,  Members  of  Congress  end  tbe  Administration  agreed 
the  Feeler  a  I  role  in  job  training  should  bo  reduced  from  what  it  bed  been  under 
CSTA  nod  -ore  fWbility  should  be  provided  et  the  State  end  locel  level*, 
thm  extent  to  which  the  Federal  role  should  be  limited,  however,  was  e  contro- 
versial i.eue.    Likewise,  State  versus  local  control  wet  not  e*9f  to  resolve, 
particularly  since  CETA  had  been  a  locally  operated  program  bu-  the  Ad«inis~ 
Cratioo  preferred  to  place  control  in  the  hand*  of  State  Governors, 

Since  th,    m  majority  of  job*  in  the  United  State*  are  located  in  the 
private,  for-profit  eector ,  designers  of  the  job  treiaing  legislation  wanted  to 
involve  private  employers  in  the  new  program' i  planning  end  operation,  lawmaker* 
agreed  to  build  the  new  program  on  a  concept  tested  under  title  Vll  of  CETA,  the 
Frivate  Sector  Initiative  Program,  which  created  a  network  of  Private  Industry 
Council*  (FlCs)  to  plan  the  spending  of  job  training  fund*.    These  PlCs,  which 
are  reconstituted  under  JT?A  with  somewhat  different  membership  requirements, 
did  not  come  into  existence  under  CETA  until  1980  and  only  controlled  a  email 
portion  of  fund*,    Host  training  activities  under  CETA,  as  well  as  training 
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preceding  CET A,  were  designed  end  operated  by  public  official*  with  ta- 

sisteocs  from  th«  private,  turn-profit  teeter. 

v  ■  *■  # 

Given  tht  history  of  job  t raining  proves**,  which  have  continually  beta 

piegwtd  by  questions  of  cost~tf ftct iveness ,  lewoieXort  vented  te  build  mandatory 

performance  stenderds  into  the  new  »ysttm,    The»t  standard*  would  be  tied  to  the 

got I  of  the  program,  which  wes  agreed  upon  as  providing  people  with  skill*  or 

etfeer  assistance  necessary  for  the*  to  move  off  welfare  end  into  unsubsidised  em~ 

ploymenc.    Finally,  there  eat  concensus  among  chief  congressional  sponsor *  of  job 

-  t reining  legislation  chat  e  separate  program,  in  addition  te  t mining  for  tht 

economically  disadvantaged,  should  be  developed  for  dislocated  wrkeri  who  have 

lost  their  jobf  because  of  economic,  industrial  or  regional  decline. 

The  Reagan  Adnini strut  ion  htd  en  additional  concern ,  which  we*  not  shared  by 

ell  members  of  Congress  and  emerged  as  one  of  the  00 ft  controversisl  issues 

4 or leg  tht  debate  on  job  training  legislation.    The  Administration  felt  strongly 

thet  et  much  of  tht  emitting  money  a*  possible  should  be  used  for  direct  training 

cottt  tod  not  for  related  eapenaes  such  as  administration  and  supportive  i«r- 

vices,     la  addition,  the  Administration  want »d  to  prohibit  any  payment  of 

""^J         training  allowance*  or  stipend*  to  individual*  while  participating  in  training, 

AC  the  opposite  sxtreme  of  the  Administration's  position  was  the  previous  prac-* 

t  ice  under  CETA,  which  peid  trainee*  a  minimum  wage  allowance  for  every  hour 

•pent  in  training.     Representative  Hawkins'  original  legislation  would  have  con-  , 

tisued  She  CETA  practice.    An  alternative  offered  by  Representative  Jeffords 

would  heve  bated  the  amount  of  en  individual'*  training  allowance  on  hit  income. 

The  combined  issue  of  training  allowances  end  ~elaced  supportive  services  was  the 

final  sod  most  difficult  one  resolved  by  House-Senate , conferees ,  largely  because 

of  the  Administration's  overriding  concern  in  this  question.    Tht  finel  reso- 

lution  allows,  but  does  not  require,  payment  of  allowances  at  local  option  and 
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•  Umit  00  the  01  «  b«  u..d  tor  ,!low«c«.  ^  oth„  ,up. 

TH.  U.i.l.tion  fi«-Uy  .pprov.d  by  th.  conf.ronc.  comucc.  M<  ,i,0)Sl  by 
fw.i<Uot  liff.r.  fro.  CETA  ,od  it.  pr«4.c...«.  in  *  nu^.r  of  .ignifi- 

c*tt  A.  di™.,*  .bo*.,  th«  M.  projr-  .othori...  tr.inin,  only  .nd 

'i-«l-4*.  no  -pi.r-»<  co.pon.ot  o««pt  for  «  li.it.d  ,»u»t  of  .ubMdix.d  job. 
f<*  ytmn.    th«  r.dor.l  roU  i.  «,re  ii„it,df  with  ^  ^ 

Set..  «4  loci  ^«n*«,,  opor.tin,  in  p.rto.r.hip  vith  Priv.te  lodo.try 
C°UOCi1'      00 'y  1  of  fond,  co  b«  u.ed  fo,  tr.ining  .1- 

l~«.C«..  .opportiv.  ...vU..  .„d  .d*.ni.tr.tiv.  co.C.,  .nd  .11  pro„«.  „iU  b, 
hold  .c.oont.blc  to  o^nd.tory  p.rfor-.nc,  .,,„<,„<,..     th.  U*  .l.o  include,  . 
«~pl.t.ly  n«  pr0gr«  for  di.loc.c.d  worker.,  wbich  *U,  ^  -d.ini.t.,.d 
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imcrivumss  or  fait  rtocauc 

A#  CM  leteet  la  a  series  of  federal  work  and  training  programs,  the  Job 
Trkioiflg  Ftrcntff hip  Act  it  built  upon  the  experience*  of  its  predecessors # 
moet  notably,  the  various  activities  conducted  under  £ETA.    The  following  it 
e  brief  look  et  some  of  the  lessons  learned  during  the  CETA  years.  This 
section  if  not  etfent  to  be  *  comprehensive  review  of  ill  the  voluminous 
research  conducted  under  CETA,  nor  does  it  critique  the  methodology  used  in 
nuch  research.     Slather,  it  nighlights  some  of  the  wore  common  findings  jbouC  . 
the  impact  of  different  types  of  treining  on  different  population  group*, 
particularly  es  they  may  be  relev*nt  to  JTPA,     All  research  discussed  in  this 
section  is  listed  in  the  bibliography  et  the  end  of  this  paper.     For  e 
complete  discussion  of  the  research  findings  and  methodology,  readers  are 
'referred  to  the  original  research. 

Training  for  the  Disadvantaged 

Women  and  people  with  limited  prior  *ork  ^p^^ikv  z*nd  t?  benefit  the 
most  from  training  in  terms  tff  increased  earning  aft*rr  completion  of  the 
progrew.  according  tj  s  nuaber  of  CETA  evaluations,     <*everal  studies  reported 
Substantial  earnings  sgjins  for  women,  but  Mailer,  snd  in  some  oases  insignif i 
cent,  geins  for  men  ( Congress  ion  *  I  Budget  Office/  National  ConwiHion  for 
Employment  Policy  (cao/MCEP),   1982,  General  Accounting  Qtfif,    1982,  We*tat, 
inc-#  1901;  Ttggart,   I9ftl>.     These  itudies  slso  found  the  largest  earnings 
geins  ajipong  those  with  the  lowest  earnings  prior  to  participation  in  CETA. 
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TV©  of  the  evaluations  auggest  chif  increase  in  poat-prograsj  earnings  was  due 
t#  a*  iftcrMM  io  the  DtMb«r  of  hour*  worked,  rather  than  an  increase  to  the 
Itotu-lf  wage  (C50/BCEP;  Taggert).    A*  a  result,  ptopli  who  already. had  a 
relatively  stable  ettachaseat  to  the  workforce  but  vho  chronically  earned  low 
wages  did  HOC  benefit  a*  ouch  fro*  training,    This  lattar  group,  the  research 
•Hossed,  ia  predominantly  vale* 
^  One  of  the  studies  (CiO/JCEP)  found  no  iignificanc  difference  in  the 

iaaact  of  different  type*  of  training  on  the  subsequent  earnings  of  partici- 
pants.   Other  evaluations,  however,  singled  out  on- job-training  as  the  wo ft 
effective,  followed  by  classroom  training,  and  finally,  by  work  experience, 
which  in  sotte  ceaes,  had  no  positive  iapact  at  all  on  participants'  later 
earnings.    As  for  subgroups,  the  research  aost  cossaonly  cited  (Westat,  l°8j) 
says  white  sjen  increased  their  annual  earning*  (a,  cosjpared  with  a  siailar 
group  of  nonperticipent*)  by  $750  after  on-job-training,  $440  jfter  classroom 
training,  and  were  negatively  affected  after  work  experience,  showing  j  drop 
in  earnings  of  5450,     Minority  «en  increaied  ejrnings  by  $1,150  after  on- job- 
-     training,  $200  ifter  classroom  training,  and  shewed  no  change  in  earning-! 

after  work  experience.    White  women  who  participated  i»  either  on- job-training 
or  classroom  training  showed  increased  earnings  of  955(5  and  jn  increase  of  550 
after  work  experience.    Minority  women  increased  earnii.^  bv  51,200  aft*r 
oa-job-trammg,  $500  after  classroom  training,  and  S 3  JO  aft-r  «ork  e«?-ri*nce, 
TTiesa  results  were  based  on  individual*'  earnings  one  year  after  training.  A 
follow-up  study  two  years  after  training  showed  the<e  patterns  prevailed  for 
MO,     However,  women  CETA  participants  continued  t,  rtain  over  their  c^«pari* 
group  in  the  second  year  (Westat,  1982). 

While  the  research  «how*d  on~ job-training  c»  b*  most  effective  for  all 
participants,  it  found  the  highest  gains  *»ong  trainees  with  low  pre-progra 


on 


BEST  COPY 


666 


662 

••minga*    fgople  vtio  participated  in  CETA  during  FY  1976  and  earnad  $2,000 
>er  y#*r  or  lass  in  1973  and  1974  and  $4,000  or  less  the  year  prior  to  CETA 
enrollment  increased  Chair  1977  earnings  by  $1,300  and  their  1978  earnings  by 
above  $ #00  aftar  on- job-training,    Th ia  same  group  of  low-earners  increased 
earning*  by  $600  in  1977  end  $420  in  1979  aftar  classroom  training  and  showed 
no  changa  in  1977  and  a  drop  of  $200  after  work  experience.    Higher  earners, 
wfeo  had  earnings  of  at  least  $4,000  annually  in  1973  and  197i»,  shoved  an 
iacrtiM  of  $>00  in  1977  jnd  $400  in  1973  after  on- job-training,  and  shoved  a 
drop  in  earnings,  as  compered  with  «i  group  of  similar  non-CETA  participants, 
of  $800  if,  1977  and  $203  in  1978  aft*r  work  experience. 

Th*  longer  certain  parr ic ipsnt* ,  particularly  women  and  low-earners,  stayed 
in  training,  the  greater  the  ispact  on  improving  subsequent  earnings,  according 
to  the  research.     One  §tudy  (C80/NCEP)  found  no  correlation  between  longer 
training  and  higher  earning*  gams  for  men,  and  another  study  (Westst,  1981) 
found  that  longer  training  was  associated  with  a  decrease  in  subsequent  earnings, 
as  compared  with  non-par: i  :  i pant  1 ,   fir  people  vh-xe  pre-CETA  earnings  had  been 
relatively  high.     In  thr  ^cc^nd  y*ar  after  training,  however,  higher  earners 
began  to  elo*e  the  gap  in  earnings  with  their  ^orapari»on  group  (Westst,  1982). 

For  «om*  participant*,  particularly  those  with  a  stable  attachment  tj  the 
vork  force  before  enrollment  in  CETA,  the  opportunity  jj;ti   if  training  may 
outweigh  the  benefit*,   jci orbing  to  thf*<*  finding*.     Th«*  re*#*arch«  r«   in  one 
study  (CBO/NCEP )  suggest  that  this  group  may  benefit  from  linger,  sore  %* 
intensive  training  that  r^fults  in  new  or  upgraded  job  skills  rathec  than  ^ 
simply  improved  access  t?  tne  labor  market . 

Looking  at  the  impact  of  training  on  youth,   vie  study  (V^steC,  1981) 
fouod  the  largest  positive  ispact  of  on** job-training  on  17-18  year-oldf,  who 
increased  earning*        ^ I ,  J > 0  as  compared  with  a  sisilar  group  of  non*-CETA 
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participate*,    Tht,  «g«  group  *hw4  .  $2*0  oerniag.  geio  <ife<r  clee.roow 
CreUing  Md  ao  chaago  ofcer  work  eaperience.    Younger  creioeee,  becveea  the 
•fee  of  14  mi  1*,  ,how«d  «  MOO  i«r«.i,  in  .ennog.  .ft«r  on- job- tee in log , 
*  >300  iocreoee  .fter  cUorooei  cr.loing  ead  a  dr0p  ia  ..ruing.,  *.  coopered 
Witt  Mo-porticipeoc.  of  *t00  efter  work  e.peri.oco.    Troiqpe.'  e,.d  j9  to  21 
•too*  •  »700  ieeree.e  efcer  oo-job-tr.iniiif ,  $250  efcer  et.e.roo.  cr.inifig 
*»d  *  decreet,  of  *IS0  efter  work  e»perie««e.     for  all  creinee.  under  che  «g« 
of  U.  cbo  topee c  of  treiniog  generelly  le..ened  ramtiit  cwo  yeere  efcer 
treieing,  while  the  i^ct  |«Mf.ll)r  incree.ed  for  thoee  22  end  older 
(Weetet,  1982). 

Aeeeeeing  che  benefit.  0f  Cr.ining  .pecificelly  for  vouch  i.  oiffirulc 
oeceoee  e.rning.  g.in.  ,r-  not  oece.»erily  che  -o.t  eppropriece  M.,u>(  of 
■  HMMl.    Youch  unemployment,  cred i t ionel ly  higher  Chen'' joble..neM  emong 
OdulC,  i,  conceocreced  in  ,  mil  proportion  of  young  people,  who  ere  diepro- 
poctioneCely  plech.  end  both  economieelly  .nd  educetionelly  di.edvenc.ged. 
•eceu.e  of  the  co»ple«  n.ture  of  th.  youth  unemployment  problem.  Congre.e  in 
H77  enocced  che  Youth  Employment  end  Deebn.cr.cion  Project.  Act  (YEDPA). 
which  euchorired  under  CETA  e  v.riecy  of  experimental  *pproeche.  to  ejecting 
youth  joblee.ne... 

An  enely.i.  of  youth  treinin,  program,  prior  Co  enactment  of  YEOPA 
<Str<*edorf.r,   IW)  concluded  the  fotlowing:    work  experience  ,lon«  doe.  not 
improve  Che  employebiWty  or  school  etcendencr  of  youth  end  aay  be  awre  effec- 
ts, when  combined  with  ,uch  other  .ervice.  e*  placement  ...i.teace  end  .kill 
treinin,.    Although  .kill  cr.ining  i.  effective,  it.  i.pect  deceriori.tee  over 
time.    To  bo  M*t  effeccive,  .kill  treinmg  »u.c  be  cied  to  known  job  oppor- 
Cweici...    Thi.  •n«ly.i.r#urt„.r  .tote,  that  pl.ce.enc  .ervice.  ere  effective 
for  youth,  while  .ervice.  eimed  et  changing  per.on.l  v.lue.  end  p.r.on.Ucy 
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traits  each  as  motivation  sre  generally  net  successful.    Success  in  the 
workplace,  according  to  this  analysis,  is  directly  related  to  basic  writing, 
en  mam ice t ion  end  computational  skills. 

ttiis  Utter  finding  was  recently  confirmed  by  another  study  (CAO,  1982) 
mmien  concluded  the  labor  market  probieme  ot  youth  ere  due  ia  large  part  to  a 
lack  of  success  io  school.    Another  recant  are 1 oat ion  (CBO,  1902)  further  da* 
drained  that  gains  in  the  essployability  of  disadvantaged  youth  *«em  to  be 
liakad  primarily  to  the  amount  of  time  spent  io  education  end  training,  so  that 
stork  experience,  while  not  necessarily  useful  on  its  own,  can  be  important  io 
providing  the  motivation  to  continue  in  a  training  program.    This  enalysis  con- 
cluded thdt  substantial  gains  in  employabi lity  for  disadvantaged  youth  era  ? 
possible  through  a  combination  of  such  services  49  remedial  education,  well- 
structured  work  experience  snd  training. 

One  program  which  provides  this  combination  of  service*  snd  is  generally 
considered/ to  be  effective  is  Job  Corps,  which  wss  authorised  originally  in 

the  1960s,  and  continued  under  CETA,     Job  Corps,  which  offers  intensive  remedial 

t 

education  and  training  in  a  residential  setting,  also  is  th*  most  expensive  of 
the  youth  employment  programs,  costing  about  $14,000  per  full-time  full-year 
training  slot,  but  its  benefits  have  been  shown  0  exceed  its  costs  (C50). 

The  largest  single  experiment  authorized  under  YEDPA  also  attempted  to 
provide  a  combination  s>f  services  and  ised  work  ^x^erience  js  an  incentive  for 
youngsters  to  remain  in  school.     The  Y.iuth  Incentive  Ent  it  lament  -Pi  Lot  Projects 
guaranteed  full-tme  summer  and  part-time  year-round  jobs  for  16-  19-year-olds 
who  either  promised  to  remain  in  school  or,  in  the  case  of  dropouts,  to  return 
|pa-achool ,     An  evaluation  of  the  entitlement  program  (Moat!,  I960)  found  it  not 
only  provided  youths  with  jobs  when  they  would  have  otherwise  been  unemployed, 
but  it  also  had  a  significant  positive  effect  on  school  retention  rates  among 
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porclcipnnt.  mm4  eo  eke  rate  of  returning  Co  .chool  foe  drop-out..  According 
•Cody,  cho  e.ciaated  co.t  par  oorvico  year  of  providing  full-Cuao 
***  M»t-ti«w  rMr-rOMd  job.  for  f arcicipaot.  we,  $4,t00  to  1982  (CflO) 
■owvor,  tko  entitles  program  al.o  co.tod  the  cooc.pt  of  finenciel 
ioco*tivoo  f.r  privae,  awloyor.  to  cr.ete  Job.  for  .ooth.    A™,  bu.in..... 
offer*  •  100  porcooe  v.g.  .ub.idy  for  hiring  ontitlo^nt  youth,  18  parent 
porticip-Cod.    The  porticipatioo  rata  for  bw.ioo.en.  off.„d  .  7,  p,,,.,^  ^ 
eohoidy  mm  10  poreoot.  and  5  porcoot  for  fir*,  offered  .  50  percent  wogo 
Oobeidy  (mmc,  1981). 

Private  toctor  Training 

too  Job  Training  Pertnerahip  Act  i.  buijt  on  tho  concept  of  privet. 
indu.tr,  involvement  in  tho  planning  and  ad»ini,t«ri ng  of  job  tr.ioing  activi- 
Cioe,  m  idea  which  w*.  te.ced  umJ,r  CETA  in  the  title  VU  Privete  Sector 
Uui.tlve.  Progr«  (PSIP).    Oooor  title  VII.  which  we.  .nect.d  in  1978  and 
oU  not  boco*.  full,  operational  until  1980,  Private  Indu.tr,  Council.  (PIC.) 
-ore  e.tebli.hed  in  prine  .pon.or  tree,  throughout  the  country  end  given 
Authority  to  plen  t:»e  .pending  of  title  VII  fund.. 

An  eveluetron  of  private  .ector  involveoent  in  training  progran,  during 
Cho  10  y.«r.  preceding  ennctpont  of  PSIP  (Bipley/froakUn,  1981).  concluded 
the  following:    bu.in...  people  «nd  job  training  p,ofe„i„nol.  will  not  .uto- 
— tlcolly  work  together  without  one  tide  or  the  other  coking  the  imtiativo, 
generally  the  job  tr.ioing  profo..ionale,    The  extent  to  which  private  indu.try 
will  ooco^  involved  in  tr.ining  depend,  in  lerg.  port  nn  the  gener.l  .tat.  of 
Che  «cond»y  end  the  he.lth  of  the  .pacific  indu.try.     Part ic ip.t ion  in  o»-job- 
training,  in  p.rticular,  iK  highly  ..niitlva.to  fluctuation,  m  the  economy. 
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iecause  of  the  short  duration  of  the  Frivate  Sector  Initiative  Pro|r«, 
it  ii  difficult  CO  generalise  about  the  program's  success.     However,  en  aval- 

r 

uatiost  of  the  prograsj  generally  confirmed  these  findings  (Ohio  State,  1982). 
fusiaee*  support  for  tht  progra*  did  not  happen  automat  ica  1 1  y  but  developed 

r 

gradually  over  ciMf  varying  itv  intenf ity  frosj  area'co  are*.    Tti«  prograa 
*W*ed  best  in  areas  wnere  the  Frtv«t«  Induttry  Council  was  healthy,  with 
welt-defined  goals,  active  taeabers  and  4n  active  chainsan,  and  was  vnible 
and  credible  in  Che  local  business  cowunicy. 

Department  of  Labor  reports  «bow  that  title  Vll  trainees  were  v^whic 
oldeV  *nd  »or«  male  than  participant*  in  regular  CETA  trailing  under  title  II-B 
and  p  (tee  appendix  11.     As  might  be  expected,  tSe  »i*   if  fervice*  under  „ 
title  Vll  also  was  different  fro«  title  U~B  and  C,  with  35  percent  of 
title  VII  participant*  in  on- job-training,  coapered  with  12  percent  of 
title  ll-ft  an*    C  perncipantf   in  FY  1<?81,     Virtually  no  title  Vll  participants 
enrolled  in  work  experience,  wtule  3*  percent  of  title  It-S  and  C  participant* 
took  part   in  thu  activity.     Of  t  x  1 1  *-  VII  part  i*:  ipant  *  who  ternMn*c;d  training 
in  FY   1981,  S3  per:ent  entered   j  >b«  and  11   percent  were  c 1  J»  ■»  i  f  ed  as  "other 
poeitiv9"  terminations,  -seaning  they  returned  t"  school  or  entered  another 
non-'CETA  training  program,     Among  title  1 1 -S  and  C,  teramees  in  FY  l*dl, 
4J  percent  ent*-r-*d  job§  and  It  percent  were  oth*r  poti:ive  germinations.  This* 
difference  aav  !><»  due  ti  the  fact  that  tit  I."  l*-B   »nd  C  a^rveJ  *  Maewhat  younger 
traineei  who       -l-i        **pfc  ?«*d  to  r»tfjrn  to  »ch-Hri    ir  jnit'ier  training  program, 
rather  than  »  ;*b. 

Public  Service  fcnpl qyment_  (PSE ) 

Although  the  Joh  Training  Partnership  Act  specifically  prohibits  the  use 
of  training  funJs  f  >:  4i  *advsntaff*r4  f,>r  public  service  employment,  a  brief 
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♦Hocootiom  ot  PSf  is  included  here  because  of  its  overriding  importance  wider 
CfTm.    Two  original  CSTA  authorised  public  service  employment  «,  ^  ^juoct  to 

r 

training  forsthe  disadvantaged,  but  countercyclical  f5f  quickly  grew  to  dwarf 
foe  root  of  C*TA  as  recession  shifted  public  attention  to  Che  need  for  job- 
creation,    tovever,  along  irith  rapid  expansion  of  public  service  employment 

moumting  criticism)  duo  to  o  perception  of  mismanagement,  fraud,  wests  end 
abvee  la  tho  program. 

toonmnsiits  is  1978  attempted  to  redirect  the  puMic  service  employment 
program  oo  more  disadvantaged  individual*,  lew* red  wages  paid  vo  tho  program, 
.    required  training  14  addition  to  employment,  limited  the  duration  of  jobs, 
end  strengthened  sdministrative  procedures  at  tho  fodorol  end  local  level. 
An  analysis  of  the  impart  of  the  If 78  amendments  (Mirengaff,  ot.  «l.f  198D 
found  they  wore  highly  effective  in  achieving  their  goals.    Participation  wet 
limited  almost  exclusively  to  the  economically  disadvantaged,  which  also  re- 
duced tlie  temptation  for  local  officials  to  substitute  CETA  worker*  for  regular 
ptblic  sector  employees.     ITie"  future  employebility  of  participants  was  enhanced 
by  provisions  requiring  individual  ewployabilUy  development  plans  far  each 
partic'^ant  and  a  formal  treimng  component.    The  program  also  became  less  vul- 
nerable to  fraud  and  abuse,  by  provisions  which  made  prime  sponsors  liable  for 
improper  expenditure*  end  by  stricter  monitoring  end  auditing  procedures. 

However,  this  analysis  also  found  the  197H  ^ndmonc*  achieved  these  goals 
mt  a  price,    for  example,  the  program  became  more  heavily  bur«awcret iaed , 
regulated  and  controlled  from  the  Federal  level,  which  was  the  antithesis  of 
tho  original  CET*  legislation's  purpose.    Further,  the  shift  toward  less  skilled 
and  more  disadvantaged  part ic ip*^r s ,  <-:>upled  with  a  worsening  economy,  resulted 
in  a  drop  in  the  rate  of  participant  transition  into  unsubsidixed  employment 
after  their  public  -ervt.e  job  ended,  Respite  the  additional  training  provided. 


9~\ 

J* 


Htm  loss**  ikill  lewel  of  Pfl  enroUees  alio  ii(ulti4  in  their  jobs  being  less 
to  the  community,  *e?  the  lover  wages  and  shorter  duration  of  the  jobf 

t*)*m  Use  useful  to  the  participant*, 

Ae  for  Che  impact  "       Mic  Mreice  employment  upon  partici posts'  Utir 
earning* »  the  follow-up  /tviiUbU  thus  far  it  based  90  participant*  in 

rT  197*  f  wfcich  m  before  Che  197$  amendments  focused  eligibility  requirements 
more  specifically  00  the  eco*    :ically  disadvantaged  (w«#tat,  1961),  nonetbr* 
less,  the  finding*  ere  similar  Co  those  for  othei  forms  of  training  programs, 
discussed  earlier*     Wowa  showed  the  largest  earnings  gains,  as  compared  with 
a  group  of  non~participanes,  as  did  individuals  with  the  lowest  pre~program 
earnings.    White  women  had  increased  earnings  of  $950  after  FSJ.  one  year  after 
termination.    Minority  women  increased  earnings  by  5650,  while  white  men  in- 
creased earnings  b'y  $100  and  minority  men  showed  a  deep  of  $50,    Two  years 
after  enrollment  in  PSE,  white  women  showed  increased  earning!  jf  91,162, 
minority  women  had  increased  earnings  of  $984,  white  men  showed  increased 
earnings  of  $299,  and  minority  men  showed  a  Avop  of  $654  (Weetat,  1962).  Lou 
earners  st*~  *ed  an  increase  in  earnings  one  yrar  lat<r  of  $900,  while  higher 
earners  showed  a  drop  in  earnings*  as  compared  with  no^-par tic  1  penes ,  of  $Z50. 
Two  years  later,' low  earners  had  increased*  earnings  of  $739,  while  higher 
earners  shoved  a  reverse  in  the  negative  impact  of  PSE  **hib»tf*d  the  fust 
year  after  training  and  showed  an  in*,  tease  of  $90. 
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CREATING  JOBS:  ISSUES,  EVIDENCE,  AND  IMPLICATIONS 
(By  Irwin  CarfinRel  and  John*  h.  Palmer) 


During  the  mid  1970s  both  unemployment  and  in- 
flation in  the  United  Stales  set  post-World  War  II  record  highs.  Even  after  y 
several  years  o!  vigorous  recovery  from  the  1974-75  recession  both  are 
weft  in  excess  of  comfortable  rates.  And  many  economists  maintain  that 
the  persistence  o*  high  levels  of  structural  unemployment  may  make  tt 
dtflcuh  to  lower  meroptoyroent  much  below  6  percent  through  conven- 
tional macroecononiic  policies  without  -rcaccderating  inflation.'  (Al- 
though unemployment  rates  are  generally  lower  hi  Western  Europe,  a 
similar  problem  exists  there, )  For  these  reasons,  selective  federal  policies 
to  promote  directly  the  creation  of  jobs  are  increasingly  seen  as  desirable 
means  of  promoting  two  related  objectives — reaching  and  sustaining  low 
levels  of  unemployment  without  excessive  inflationary  pressure  and  inur- 
ing minimally  adequate  incomes  for  families  with  workers.  These  ap- 
proaches have  two  distinctive  characteristics:  federal  funds  are  granted 
to  public  or  private  employers  conditioned  on  their  performance  in  pro- 


The  MKfion  ere  indebted  to  the  conference  puticipajds  for  much  of  the  material 
en  which  th»  pmptr  »  Keaed  They  eh*  wmh  to  acknowledge  the  hefofuf  comrncufs 
on  a  draft  of  Rohm  H  Hawaiian,  Charles  C.  HoK  Joaetfca*  ft.  Kettetma*  Stanley 
H.  Matter*.  Arnold  H  Packet,  hatet  V,  Sewhtff.  i*d  Craft  W.  Sftwaiedorfcr, 

J^j*  <h*  structural  oaejnjrfovwteat  vm  viewed  primary y  m  mating  from 
a  mismatch  (in  education,  tkift  work  csgertflece.  or  gcosrapJucal  location)  m 
emaluyeit'  W>  rcoiriremewto  end  the  character****  of  the  vnemptoved.  More  re* 
ceatly  the  focua  h*%  been  on  tufrgrones  of  the  tabor  i>rcct  mch  as  nonwhitcs,  youth, 
and  the  Sonrterm  uaeaaetorad.  w>09*  tfaempfovwteat  rates  are  Knhuntfy  far  in 
^y^f*  *e  average.  (For  eaamwfc,  leenafers1  tMiematoyment  rates  are  eencraffy 
elmat  Aiwa  times  the  average,  amwhUes"  twice;  even  when  overall  waetnoJoyment 
•  ailaw  as  5  percent,  td«tl  percent  of  the  mwwtp Joyed  are  out  of  »ort  for  three 
umnthe  oJ  hmner* )  Ahhoae^h  As  hejher -thea-averaee  unemployment  ratev  are  due  in 
fy  *  atswwteeheag,  the?  caw  aftes  ha  traced  to  e¥ecria*matipn'ead  the  partfcutar 
■war  juarfcet  fcahavkv  of  some  #f  At  graagM  anwtved,  ewe*  m*  the  btah  rase*  of 
iswar  fevcv  entry  and  cife  by  tonasarn  and  women. 


leprodueed  with  the  peminaion  of  the  Brookings  Inatitutlon, 
*  197$  from  Creating  joba:  public  employment  program*  and 
mife  aubeidiee,*l978,    p.  1-42. 
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vtding  employment ;  and  restrictions  are  placed  on  eligibility  and,  possibly, 
other  aspects  of  employment.2 

Such  job  creation  programs  can  take  many  forms.  Until  recently  they 
had  been  used  intensively  in  the  United  States  only  during  the.  Great 
Depression.  At  that  time,  *  large  portion  erf  the  tabor  force  was  at  one 
time  or  another  in  federally  subsidized  and  administered  public  employ* 
ment  programs,  generally  in  outdoor  work  performing  tasks  ranging  from 
construction  to  sanitary  maintenance.  On  the  other  hand,  many  Western 
European  countries  have  made  use  of  public  employment  programs  or 
employment-related  subsidies  to  private  employers  for  structural  pur- 
poses since  the  1950s,1  With  the  high  unemployment  ratjs  of  the  1970s, 
job  creation  programs  once  again  have  been  heavily  used  in  the  United 
Stutes.  The  two  predominant  types  arc  state  and  locally  administered 
public  service  employment  programs  and  employment  tax  credits  for 
private  employers/ 

Public  service  employment  in  the  United  States  has  evolved  from  very 
limited  use  in  the  late  1960s  for  particular  groups  of  disadvantaged  work- 
ers into  several  major  programs  with  a  mix  of  countercyclical  and  struc- 
tural objectives.  The  federal  budget  for  1978  provides  for  725,000  public 
service  jobs  for  previously  unemployed  workers  under  titles  ?  and  6  of 
the  Comprehensive  Employment  and  Training  Act  (CETA)  at  a  cost  of 
about  $6  billion.  The  programs  are  administered  by  designated  agents 
(local  prime  sponsors)  of  state  and  local  governments.  Almost  $1  billion 
more  is  being  spent  on  public  employment  projects  for  unemployed  youth, 
and  smaller  amounts  on  other  special  groups/  Other  large  expenditures 

2.  These  feature?  differentiate  direct  creation  of  jobs  both  from  ordinary  govern- 
went  expenditure  activities  and  from  government  actions  such  as  income  tax  cuts 
that  affect  the  job  market  only  indirectly. 

3,  Examples  of  European  programs  can  be  found  in  the  papers  by  Haveman 
and  Hamermesh  in  this  volume. 

4,  The  term  pubtte  employment  is  intended  in  this  paper  to  be  broader  than 
public  service  employment.  It  also  can  include  specially  created,  subsidized  job*  in 
the  pobtk  sector  that  involve  labor-intensive  activities  other  than  the  delivery  of 
public  services.  This  use  of  the  term  is  approximately  consistent  with  Kcaselman's 
use  of  the  term  work  relief.  Public  works,  on  the  other  hand,  are  generally  con- 
sidered skill-  and  capital-intensive  construction  projects  that  are  contracted  out  to 
the  private  sector;  such  policies  are  not  considered  in  this  volume.  However,  public 
worts  that  involve  direct  hiring  onto  public  payroll*  for  relatively  labor-intensive 
construction  (as  was  done  in  the  Great  Depression)  fall  under  our  use  of  the  term 
prnbtk  employment 

5.  For  more  detail  on  these  programs  and  proposals  for  CETA,  see  John  L. 
Palmer,  "Employment  and  Training  Assistance,**  and  "Employment  and  Income 
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on  public  employment  are  being  considered  by  Congress  in  conjunction 
with  welfare  reform,  and  passage  of  the  Humphrey-Hawkins  full  employ- 
ment and  balanced  growth  bill  would  increase  the  likelihood  of  large- 
scale,  long-term  use  of  public  employment  for  broader  purposes.' 

Employment  tax  credits  have  only  recently  come  into  use  in  the  United 
States.  They  are  simply  employer  wage  subsidies  administered  through 
the  federal  income  tax  system.  The  work  incentive  (W1H)  tax  credit, 
first  passed  in  1971  and  then  expanded  in  1975,  reimburses  private  em- 
ployers for  a  flat  percentage  of  the  first  year's  wages  they  pay  to  any 
recipient  of  aid  to  famines  with  dependent  children  (AFDC).  It  has  oper- 
ated only  on  a  very  small'scale.  A  second,  temporary  measure,  passed' 
as  part  of  the  economic  stimulus  package  in  1977  and  estimated  to  cost 
$2.5  billion  in  1978,  provides  a  tax  credit  to  private  employers  for  wages 
paid  in  excess  of  a  base  related  to  their  prior  year's  wage  bill.  The  credit 
applies  only  to  wages  that  are  less  than  half  the  median  annual  level;  thus 
it  favors  low-wage  workers.  Many  other  forms  of  employer  wage  sub- 
sidies have  been  proposed  recently  that  could  cost  several  billions  of 
dollars  per  year.  In  many  instances  they  are  targeted  on  specific  groups 
of  workers— such  as  youth  and  the  long-term  unemployed—with  par- 
ticularly difficult  employment  problems/ 

Despite  the  recent  expansion  of  the  use  of  and  interest  in  federal  pro- 
grams to  create  jobs,  their  efficacy  is  in  considerable  dispute  This  is  in 


Security,*'  in,  respectively,  Joseph  A.  Pechman,  cd..  Setting  National  Priorities:  The 
1979  Budget  (Brooking*  Institution.  1977).  pp  143-75,  and  The  1979  Budget 
(1978),  pp.  61-90. 

.  6.  The  Carter  administration  in  1977  proposed  providing  ovc:  a  million  jobs 
,n  PwW*  »«rv»ee  employment  for  welfare  recipients  at  an  annual  cost  of  about  SI  1.5 
billion  by  1982;  congressional  proposals  also  provided  for  large  numbers  of  public 
service  jobs.  Under  the  Humphrey-Hawkins  bill,  public  employment  would  be  one 
of  many  tools  prescribed  but  not  mandated  to  facilitate  increased  employment.  Any 
program  that  approached  government -as-employer-of-last-resort  for  all  members  of 
*****  would  cost  several  times  as  much  as  the  jobs  component  of  Carter's  welfare 
proposal,  which  is  limited  to  principal  earners  in  families  with  children.  Precise 
estimates  are  very  sensitive  to  the  state  of  the  economy,  assumed  wage  rate,  and 
other  crucial  program  parameters. 

j**  Palmer,  "Employment  and  Training  Assistance,"  for  more  details  on  both 
°2L.  temp0rary  U*  credits  Among  other  proposals  is  a  part  of  the  Presi- 

dent's March  1978  urban  policy  initiative  that  would  provide  a  tax  credit  of  $2,000 
far  the  first  year  of  employment  and  $1,500  for  the  second  for  alt  disadvantaged 
youth  (between  eighteen  and  twenty-four  years  old!  hired  into  full-time  employ- 
ment by  private  employers  and  retained  for  at  least  three  months:  Jt  would  cost  an 
estimated  $1.5  billion  annually. 
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part  due  to  a  dearth  cf  contemporary  analysis  on  this  subject,  (lite  vo- 
trentMHis  literature  ;onccrned  with  the  Great  Depression  experience  has 
not  been  well  integrated 'into  current  thought.)  Not  surprisingly,  views 
differ  widely  on  the  degree  of  reliance  thai  should  be  placed  on  jobs  pro- 
*  grams  of  various  types. ^For  each  of  the  policies  of  interest  the  following 
-  questions  need  to  be  answered.  How  many  jobs  can  be  created  for  a  given 
expenditure  or  budgetary  impact?  How  fast  will  employment  be  increased 
and  with  what  degree  of  inflationary  pressure?  Who  wHI  get  the  jobs  and 
what  effect  will  this  have  on  the  overall  composition  of  employment  and 
unemployment?  What  net  additional  output  will  be  provided  and  what 
will  be  its  value  to  society?  .What  will  be  the  effect  on  the  employment  and 
earnings  of  target  groups?  How  do  answers  lo  these  questions  vary  be- 
tween the  short  term  and  long  term  and  with  specific  aspects  of  the  pro- 
gram design? 

The  conference  reported  op  in  this  volume  was  an  attempt  to  shed  light 
on  several  of  these  questions  and  the  issues  underlying  them.  Both  wage 
subsidies  to  private  employers  and  public  employment  programs  were 
considered,  although  the  emphasis  was  on  the  latter."  This  paper  draws 
on  the  conference  papers,  formal  and  informal  discussion  at  the  confer- 
ence, and  other  analyses  to  present  an  overview^  the  current  state  of 
knowledge  of  direct  job  creating  policies.  The  first  two  sections  address,^*** 
questions  relevant  to  the  objective  of  achieving  and  sustaining  higher 
levels  of  employment  without  excessive  inflationary  pressure.  In  particu- 
lar they  discuss  whether  direct  job  creation  policies  are  superior  to  more 
conventional  alternatives  for  reducing  cyclical  unemployment  and  how 
Capable  they  arc  of  reducing  structural  unemployment.  The  third  section 
focuses  on  the  microeconomic  efficiency  of  public  employment  programs 
and  compares  their  efficacy  with  that  of  income  maintenance  programs. 
Policy  implications  are  discussed  in  the  final  section. 

CovntefcycRcal  Approaches 

Jobs  programs  in  the  United  States  have  been  used  primarily  for  coun- 
tercyclical purposes  during  recessionary  periods.  They  are  thus  competi- 

I.  In  fact,  pubi  c  employment  programs  can  be  viewed  as  a  special  case  of  em- 
ployer wige  subsidies — one  that  approaches  100  percent  ami  «  limited  lo  the  non- 
profit ardor.  (Under  CETA,  local  prime  sponsors  may  contract  with  private  non- 
profit organization*  to  provide  public  service  jot*.  Also,  the  federal  *iHtdy  may  be 
supplemented  by  other  monies  to  achieve  higher  wage  rates.)  Several  of  the  con- 
ference papers  take  this  approach  in  their  analysis. 
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ion  of  such  fiscal  measures  as  genera!  tax  cuts  and  expenditure  increases, 
Mid  their  consequences  should  be  compared  against  those  of  the  other 
policy  alternatives.  Five  areas  of  concern  for  both  public  employment 
programs  and  employer  wage  subsidies  are  discussed  here;  they  are  the 
employment  impact  for  each  dollar  of  increase  in  expenditures  or  in  the 
federal  deficit,  the  timing  c'  stimulative  effects,  the  value  of  the  additional 
output,  distributional  consequences,  and  inflationary  consequences. 

Bang  for  the  Buck 

As  Baily  and  Tobin  note  in  this  volume,  there  is  considerable  policy 
interest  in  the  relative  sCrcngth  of  the  'bang  for  the  buck"  achieved  by 
various  countercyclical  fiscal  policy  measures-  -where  the  bang  is  the  in- 
crease in  employment  or  in  the  gross  national  product  and  the  buck  is  the 
increase  in  federal  outlays  or  in  the  deficit.  Increases  in  government  ex- 
penditure are  usually  presumed  to  have  a  greater  stimulative  effect  than 
equivalent  decreases  in  taxes  because  the  initial  injection  of  monies  into 
the  economy  purchases  goods  and  services,  whereas  a  portion  of  a  tax 
cut  may  be  saved  rather  than  spent.  Increases  in  expenditures  for  public 
employment  and  in  other  forms  of  federal  spending  arc  more  dillicult  to 
compare,  however. 

The  effect  of  public  employment  expenditures  on  total  employment 
may  differ  from  that  ot  general  expenditures  because  public  employment 
expenditures  are  more  highly  concentrated  on  labor,  program  participants 
may  have  a  different,  presumably  higher,  marginal  propensity  to  consume 
out  of  disposable  income,  and  they  may  face  marginal  tax  rates  that 
deviate  substantially  from  those  the  generat  population  faces,  taking  into 
account  reductions  in  government  transfers  as  well  as  increased  taxes.  (If 
public  employment  expenditures  cause  a  reduction  in  unemployment  in- 
surance or  welfare  payments,  GNP  and  employment  multipliers  will  be 
less.) 

Baily  and  Tobin  present  a  rigorous  formulation  of  these  relationships 
and  illustrate  some  possible  outcomes  by  assuming  numerical  values  for 
the  relevant  parameters.  They  demonstrate  that  the  question  of  whether 
public  employment  programs  arc  a  better  bargain  than  other  counter- 
cyclical fiscal  policies  cannot  be  determined  a  priori,  but  is  at  bottom  an  , 
empirical  issue.  Although  they  do  not  pursue  this  issue  at  length,  their 
rough  empirical  estimates  indicate  that  the  gross  national  product  and 
employment  effects  generally  will  be  larger  for  expenditure  increases  than 
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broad  tax  cuts,  and  the  employment  effects  larger  for  public  employment 
than  other  government  expenditure  increases,  unless  the  public  employ* 
ment  is  carefully  targeted  01  recipients  of  transfer  programs.  In  this  latter 
case  the  employment  per  dollar  increase  in  the  deficit  is  still  likely  to  be 
larger  for  public  employment,  but  the  dollar  increase  in  the  deficit  will  be 
less  than  the  increase  in  public  employment  expenditures  because  of  the 
decline  in  transfer  payments* 

But,  as  Baily  and  Tobin  note,  the  effect  of  public  employment  expendi- 
tures on  employment  may  not  be  as  advantageous  as  it  appears,  because 
*  a  sizable  portion  of  the  new  jobs  generated  are  the  specially  created  public 
jobs,  which  may  be  less  socially  useful  than  jobs  outside  the  program. 
Also,  despite  federal  restrictions,  public  employment  expenditures  in  the 
form  of  federal  categorical  grants  to  state  and  loca!  governments  msjy  in- 
crease net  employment  by  far  less  than  the  number  of  subsidized  jot$. 
since  these  governments  have  every  incentive  4o  use  the  grants  to  under- 
write employment  thai  they  would  have  undertaken  otherwise  and  either 
direct  their  own  revenues  to  other  state  and  local  priorities  or  reduce  their 
taxes. 

In  his  paper  in  this  volume,  Johnson  reports  that  his  earlier  research 
suggests  that,  for  public  service  employment  programs  like  those  of  the 
early  1970s,  this  fiscal  substitution  increases  with  time,  perhaps  be- 
coming as  high  as  60  percent  within  a  year  after  the  grants  have  been 
made  and  still  growing  after  that.  Although  the  precise  degree  of  sub- 
stitution remains  a  matter  of  controversy,  there  is  little  doubt  that  it  is 
sizable.9  (Congressional  concern  over  this  issue  led  to  changes  in  1<>76 
in  the  public  service  employment  programs  under  CfiTA  titles  2  and  6. 
A  requirement  was  imposed  that  most  of  the  employment  be  in  special 
projects  of  short  duration,  where  there  presumably  would  be  less  potential 
for  fiscal  substitution  than  with  more  permanent  jobs  identical  to  those 
regularly  performed  by  state  and  local  employees.10) 

9-  Michael  Wiseman,  "Public  Fmptoymcnt  a*  Fiscal  Policy,"  Brookings  Papers 
on  Economic  Activity,  1.1976,  pp.  67-104,  summarizes  the  econometric  literature 
on  this  issue.  More  recently.  Michael  E.  Boru*  and  Daniel  S.  Hamermesh,  "Sludy 
of  the  Net  Employment  Effecis  of  Public  Service  FmpJoyme-it— Econometric 
Analyses,"  briefing  piper,  NCMP  6-J-78  (National  Commission  fbf  Manpower 
Policy,  Febmiry  197  ;;  processed).  In  assessing  ihfe  literature  suggest  that  specific 
estimates  of  the  fiscal  substitution  effect  are  quite  sensitive  to  (he  specification  of 
the  models.  A  preliminary  report  of  a  study  for  the  National  Commission  for  Man- 
power Policy  based  on  field  survey*  of  state  and  focal  government  spending  suggests 
1  lower  estimate  of  fiscal  substitution  than  the  econometric  studies. 

10.  Johnson  suggests  in  his  paper  that  the  federal  government  administer  the 
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White  fiscal  substitution  may  hamper  the  effectiveness  of  a  counter- 
cyclical public  employment  program,  it  is  important  to  keep  it  in  per- 
spective. If  the  program  is  not  to  be  in  effect  very  long,  the  degree  of 
substitution  may  be  modest.  And  the  result  of  even  full  fiscal  substitution 
is  not  the  loss  of  all  fiscal  or  employment  stimulus.  In  such  a  case  the  po- 
tential effect  of  the  public  employment  program  is  diluted  to  the  strength 
of  revenue  sharing— to  whatever  would  be  yielded  by  the  mixture  of  in- 
creased expenditures,  larger  surpluses,  debt  retirement,  and  tax  reduction 
that  would  result  from  larger  unrestricted  revenue  sharing  grants." 

Because  employer  wage  subsidies  or  employment  tax  credits  provide  a 
direct  inducement  to  employers  to  expand  their  labor  force,  they  should 
have  a  greater  employment  impact  ( per  dollar  of  reduced  revenue)  than  * 
most  other  forms  of  fax  cuts,  particularly  income  tax  cuts.  Their  effec- 
tiveness depends  primarily  on  the  form  of  the  subsidy,  'ic  responsive- 
ness (elasticity)  of  employers'  demand  for  labor  to  a  cn«,igc  in  the  cost 
of  labor. 

Hamerm^sli  argues  that  the  most  effective  wage  subsidy  for  counter- 
cyclical purposes  is  one  that  is  noncategorical— not  restricted  to  workers 
with  particular  demographic  characteristics — and  marginal— applied 
only  to  employment  in  excess  of  some  predetermined  base  related  to  each 
Aim's  previous  employment  level.  A  noncategorical  subsidy  will  encour- 
age greater  utilization  of  all  labor.  Applied  marginally,  it  will  minimize 
the  subsidization  of  employment  that  employers  otherwise  would  have 
funded  entirely  on  their  own — a  consequence  of  a  wage  subsidy  analogous 
to  fiscal  substitution  in  public  employment  programs.12  Although  this 
substitution  can  be  controlled  to  some  extent,  it  cannot  be  avoided  en- 
tirely. 

program  and  determine  the  job  mix  to  restrict  such  fiscal  substitution  While  this 
to  some  advantage*,  it  has  I  he  overwhelming  liability  far  countercyclical  purpose* 
of  requiring  the  creation  of  a  new  administrative  mechanism. 

I*  There  is  some  evidence  that,  at  least  in  recent  years,  state  and  total  govern- 
u*d  growing  federal  grants  lo  accumulate  surpluses  Such  behavior  would 
•"^^re^ce  the  stimulative  effects  of  any  public  service  employment  programs 
tint  involve  considerable  fiscal  substitution.  See  Edward  M  Gramlkh.  "State  and 
toeal  Budgets  the  Day  after  It  Rained:  Why  fs  the  Surplus  So  High?"  BFEA, 
1:1978,  pp.  191  214 

.  1 2 jHamerrocsh  uses  the  term  windfall  to  describe  that  portion  of  subsidy  costs 
Hwt  employers  would  have  supplied  m  the  absence  of  the  subsidy.  Nevertheless, 
part  of  the  expenditure  should  still  have  indirect  stimulative  effects  and,  in 
^Molhe  extent  that  (he  economy  is  competitive,  the  windfall  should  eventually 
*•  on  to  consumers  in  the  form  of  lower  prices  However,  it  may  Mill  be  a 

■erioug  liability  to  the  political  attractiveness  of  an  employer  wage  subsidy. 
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In  order  to  quantify  the  likely  consequences  of  a  noncatcporical,  mar- 
ginal wage  subsidy.  Hamenncsh  applies  a  simulation  model  to  the  private, 
nonfarm  sector  of  the  economy.  Because  there  is  considerable  uncertainty 
over  the  appropriate  value  of  the  elasticity  of  demand  for  labor,  he  em- 
ploys a  wide  range  of  estimates  in  his  simulations,  along  with  different 
assumptions  about  the  employment  base  that  defines  the  marginal  nature 
of  the  subsidy.'  *  His  results  suggest  that  the  cost-per-job-crcated  of  a  tem- 
porary wage  subsidy  can  compare  quite  favorably  with  current  public 
service  employment  programs.  When  the  base  is  the  firm>  previous  year's 
employment,  the  portion  of  the  subsidy  going  for  workers  whe  otherwise 
would  have  been  employed  is  about  half  the  total,  which  also  is  competi- 
tive with  the  consequences  of  public  employment  programs;  for  lower 
bases  this  proportion  is  substantially  larger. 1 ' 

From  a  purely  economic  point  of  view,  there  is  no  reason  to  apply  the 
stimulative  effect  of  countercyclical  policies  as  a  primary  criterion  for 
deciding  among  alternatives  with  equivalent  deficit  impacts.  The  appro- 
priate goal  is  the  highest  growth  path  of  (iNP  and  employment  (or  some 
other  appropriate  measure  of 'social  welfare)  compatible  with  acceptable 
rates  of  in  nation.  If  other  forms  of  stimulus  better  promote  this  objective 
than  public  employ  men  topograms,  they  should  be  preferred  even  though 
they  might  require  temporarily  larger  deficits,  As  several  conference  par- 
ticipants noted,  however,  political  constraints  on  the  size  of  the  budget 
deficit  are  often  more  binding  than  economic  ones,  and  there  is  strong 
competition  among  alternative  uses  of  potential  federal  revenues.  This 
may  necessitate  placing  considerable  importance  on  spending  economies. 

Timing  of  Stimulative  Effects 

Policies  intended  to  meet  countercyclical  needs  must  be  able  to  expa/d 
and  contract  rather  quickly  over  the  bigness  cycle.  »f  »iiey  are  io  have 
the  desired  effect.  Once  congressional  approval  is  obtained,  tax  cuts 

II.  Hamermesh  adjusts  empirical  estimates  of  elasticity  downward  sine*  they 
are  based  on  permanent  subsidies,  and  he  assumes  that  employer  responses  will  be 
weaker  to  a  temporary  reduction  in  the  cost*  of  labo^Pllso.  he  argues  thai  the 
elasticity  i*  likely  to  be  M  it*  highest  in  the  recovery  phase  of  a  moderate  recession 
if  contrast  to  a  deep  recession  or  periods  of  relatively  full  employment. 

\4,  Under  certain  reasonable  assumptions*  the  higher  the  base  is  set.  the  lower 
will  be  the  windfall  as  a  percentage  of  total  subsidy  com*  But  the  lower  also  will  be 
the  net  employment  effect  and  the  more  unpredictable  (he  cost*  Such  uncertainty 
about  the  ultimate  cost  of  the  subsidy  makes  it  less  attractive  as  :i  iountercyclical 
policy. 


deiuly  can  be  implemented  quickly,  as  cajt  increase,  ib  government  ex-  , 
-  penditures  for  such  programs  likely  to  be  singled  out  for  c^n'tcrcyclicar 
^purposes  as  general  revenue  sharing  or  one-time  payments  to  social  se- 
curity or  welfare  recipients.  It  also  has  been  demonstrated  that  public 
employment  programs  can  be  implemented  fairly  rapidly"— although 
baste  may  compromise  other  desired  q^tives.  Phasing  dowrf  economic 
stimuli  in  a  timely  fashion,  however,  is  often  more,  problematic;  It  is 
generally  not  a  difficult  isSue  with  tax  cuts—in  large  part  because  the 
built-in  progressivity  of  the  federal  income  tax  automatically  increases 
revenues  as  a  percentage  of  gross  national  product  as  the  economy  grows. 
But  political  pressures  make  it  difficult  to  phase  (town  governmental  cx~ 
pendstures— particularly  when  they  are  directly  subsidizing  jobs  a«d  state 
and  local  governments,  as  in  the  case  of  public  service  employment. 

Aow  quickly  the  stimulus  of  an  employer  wage  subsidy  is  felt  depends 
on  the  extent  to  which  it  is  subsidizing  labor  that  would  have  been  em- 
ployed in  any  event,  how  rapidly  employers  are  induced  to  expand  their 
employment,  and  how  businesses  alter  their  practices  with  regard  to  in* 
vestment,  payment  of  dividends,  and  so  fortfe.  All  of  these  are  matter*  of 
some  uncertainty.  In  general,  however,  the  timing  of  the  effects  of  a  wage 
subsidy  can  be  expected  to  be  on  a  par  with  that  of  other  forms  of  general  - 
business  tax  cuts,  perhaps  somewhat  quicker  if  a  large  portion  of  the  total 
subsidy  induces  additional  employment.  There  is  no  experience  to  sug~ 
feat  how  politically  difficult  it  would  be  to  phase  out  a  wage  subsidy  once 
the  need  for  it  had  passed. 


Value  of  Output 

The  choice  among  a  roughly  equal  expansion  of  the  private  sector,  the 
regular  public  sector,  and  public  employment  programs  should  depend 
in  part  on  the  value  of  the  additional  ou  put  each  produces,  including 
future  increases  resulting  from  any  higher  productivity  of  target  groups. 
One  pan  of  Kesselman's  paper  in  this  volume  focuses  on  this  issue.  After 

15.  An  expansion  of  nearly  400,000  jobs  under  CETA  titles  2  and  6  was  accoro- 
pfafced  m  km  than  one  year  after  the  passage  of  the  economic  stimulus  package 
1*  early  1977.  Emergency  public  works  programs,  on  the  oihcr  hand,  arc  notorious 
far  the  slowness  with  which  actual  expenditure*  are  made.  Studies  of  their  fcsperi* 
ft*c  in  Che  1960s  and  early  1970b  indicate  their  effect  i*  at  best  neutral  and  may 
**ea  be  procycl**!  on  balance,  hi  the  expansion  of  emergency  public  works  in- 
in  the  1977  economic  stimulus  package,  steps  that  were  taken  to  facilitate 
beter  expenditure  of  fund*  appear  to  he  having  some  success. 
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examining  the  vast  literature  oo  the  public  employment  programs  of  the 
Great  Depression,  Kesselman  concludes  that  those  urograms  contained 
Ktfle  training  of  relevance  to  regular  jobs  br  othtf  effects  to  move  people 
up  job  ladders  and  into  regular  employment.  Moreover,  he  claims  that 
the  value  of  the  goods  and  services  produced  t>y  those  programs  was  sub- 
stantially less  than  would  have  been  produced  by  an  equally  stimulative 
fiscal  policy— such  as  a  tax  cut  or  wage  subsidy — that  emphasized  ex- 
pansion erf  the  private  sector 

Kesselman  argues  that  the  public  employment  programs'  output  was 
produced  incPWrmly.  The  programs  unduly"  favored  directly  hired  as 
opposed  to  contracted  workers,  labor  versus  the  use  of  materials  and 
equipment,  and  less  productive  versus  more  productive  workers,  Because 
they  did  not  have  to  meet  the  private  market  test  (that  is,  consumers'  will- 
ingnes*  to  purchase  the  goods  or  services  produced),  public  employment 
programs'  output  was  often  of  low  priority  to  society.  Presumably,  /he 
public  would  have  preferred  more  consumption  goods,  such  as  food  and 
clothing,  to  most  of  the  public  works  produced  at  the  time,  however  use- 
ful some  of  the  latter  became  for  subsequent,  far  wealthier  generations. 

Thesf  criticises  appear  to  be  valid,  though  not  with  the  same  force, 
fc  the  countercyclical  public  service  employment  programs  of  the 
1970s,1*  This  should  not  be  surprising  since  many  of  the  1930s  pressures' 
that  Kesselman  observed  are  also  present  today.  Indeed,  current  federal 
restrictions  prevenirg  fiscal  substitution  probably  further  reduce  the 
value  df  the  program  output  since  they  encourage  the  expansion  of  public 
output  for  which  voters  have  not  been  willing  to  raise  taxes.  (On  the 
other  hand,  special  public  employment  programs  may  encourage  valuable 
innovation  in  the  provision  of  goods  and  services  by  stimulating  crea- 
tivity in  public  officials,)  Those  restrictions,  combined  with  the  need  for 
a  countercyclical  program  that  can  be  rapidly  expanded  and  subse- 
quently contracted,  make  it  difficult  to  provide  jobs  that  have  high  social 
value,  training  content,  and  links  to  regular  employment.  Assuming  lhat 

16.  Set,  for  example,  Sar  A.  Levhin  and  Robert  Taggart,  eds.,  Emergency 
Employment  Act:  The  PEP  Generation  (Olympus*  1974  h  pp.  20-25  and  32^*0; 
Md  Michael  Wiseman,  "On  Giving  A  lob:  The  Implementation  and  Allocation  of 
Public  Service  Employment,"  paper  1  hi  Achieving  the  Goafs  of  the  Employment 
Act  of  — Thirtieth  Annivtrsary  Rtv:e>wt  vol.  I,  prepared  for  the  Subcommittee 
em  Economic  Growth  of  the  Joint  Economic  Committee,  94:1  (GPO.  19751,  pp. 
11-14.  Of  course,  given  the  prolonged  and  widespread  unemployment  of  the  Great 
Deprtation,  simple  maintenance  of  fob  skills  and  work  habit*  was  a  notable  achieve- 
ment. More  H  expected  of  today's  programs  because  they  are  operating  in  a  much 
more  favorable  economic  climate. 
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employer  wage  subsidies  are  successful  in  stimulating  additional  employ- 
ment and  output,  they  are  more  likely  fo  produce  economically  efficient 
outcomes.  In  addifton  to  insuring  that  the  added  output  meets  the  market 
teat,  they  have  the  advantage  of  creating  jobs  directly  in  regular  employ- 
ment, so  workers  are  not  dependent  on  making  a  transition  from  special 
temporary  programs. 1 7 

At  the  conference,  some  discussants  took  issue  with  Kessclman's  as- 
sertion that  tht  public  employment  programs*  bias  toward  labor  intensity 
necessarily  signified  a  ^6cfa||y  inefficient  outcome.  In  the  midst  of  con- 
siderable unemployment,  they  argued,  prevailing  wage  rates  might  far 
exceed  the  value  of  alternative  uses  of  labor.  In  such  instances,  a  strong 
case  can  be  made  for  a  countercyclical  government  policy  that  lowers 
the  relative  price  of  labor  to  employers.  This,  however,  argues  more 
strongly  for  some  fractional  across-the-board  employer  wage  subsidy  for 
all  regular  employment,  public  as  well  as  private,  than  for  full  sub- 
sidisation of  specially  created  jobs  in  the  puKlic  sector. 

Finally,  if  it  is  believed— as  John  Kenneth  Galbraith  has  argued— that 
the  US.  economy  is  systematically  biased  toward  a  smaller  public  sector 
than  is  necessary  to  optimize  social  we^are,  then  favoring  creating  jobs 
in  the  public  sector  could  help  to  right  an  imbalance  betwtren  publip-and 
private  production  and  consumption.  Again,  however,  there  is  rto'reason 
on  these  grounds  to  prefer  specially  created  public  employment  programs 
to  *  general  subsidy  for  regular  public  employment . 


Distributional  Consequence* 

%  One>distinguishing  feature  of  both  employer  wage  subsidies  and  public 
employment  programs  is  their  presumed  usefulness  for  geographic  and 
demographic  targeting  of  job  opportunities  created  by  the  stimulus.  Al- 
though there  is  political  pressure  during  a  recession  for  all  localities  to 
receive  sdme  such  assistance,  criteria  can  be  developed  for  providing 
greater  shares  (per  capita)  to  areas  that  have  relatively  high  unemploy- 
ment or  are  otherwise  ^stressed.  Such  formulas  have  been  used  in  dis- 
tributing public  service  employment  grants  under  CETAf  but  their  fair-^ 

toge  portion  of  private  sector/  workers  who  become  uaeirfptoytQ  over 
the  tmsfaet*  cycle  are  onfy  temporarily  Jaid  o(T  from  jobs  to  which  ihey  expert  to 
******  Afl  «mpfoyn*m  wage  subsidy  might  operate  largely  by  reducing  the  mim- 
~g  f*  layoffs  in  the  downswing  and  increasing  i(ie  speed  of  rehiring  in  the, 
Bpnriflg. 
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ness  has  been  attacked.  Their  shortcomings  are  due  in  part  to  the  high 
cfcgrce  of  unreliability  in  the  measurement  of  area  unemployment  rates,10 
(Regionally  targeted  employer  wage  subsidies  have  not  been  employed 
in  the  United  States;  however,  as  Hamermesh  notes,  they  have  been  wed 
both  in  Japan  and  in  the  United  Kingdom,")  Other  forms  of  increases  in 
federal  expenditures  for  countercyclical  purposes,  of  course,  also  can  be 
targeted  geographically,  whereas  tax  cuts  do  not  generally  laid  them- 
selves to  this* 

The  demographic  targeting  of  job  creating  programs  results  primarily 
from  their  ability  to  prescribe  which  workers  benefit  from  the  direct 
effect  of  the  program.  For  example,  public  service  employment  programs 
in  the  United  States  have  focused  on  such  broad  target  groups  as  the 
long-term  unemployed  and  members  of  low-income  families  and  on 
even  narrower  categories,  such  as  welfare  recipients  or  disabled  veterans. 
SfffHlar  types  of  targeting  are  often  proposcu  for  employer  wage  sub* 
skHes.  Such  targeting  is  clearly  a  crucial  consideration  for  programs  moti- 
vated primarily  by  structural  concerns  but  is  of  less  relevance  to  counter- 
cyclically  motivated  policies* 

If  the  major  objective  of  the  government  action  is  to  insure  that  lower 
income  f  ■  generally  benefit  from  the  stimulus,  those  groups  could  be 
made  tfu  Uku%  of  tax  cuts  or  of  transfer  program  increases.  However, 
even  if  the  distribution  of  the  additional  jobs  u  important,  it  is  difficult  to 
insure  that  countercyclical  programs  focus  on  disadvantaged  target 
groups.  This  is  particularly  true  for  public  employment  programs  wti^z 
state  and  local  governments  are  the  administering  agents.  As  Johnson 
notes,  despite  strong  priorities  in  the  regulations,  representation  of  dis- 
advantaged target  groups  in  the  public  service  employment  programs  of 
die  early  1970s  did  not  differ  significantly  from  their  representation  in 
die  entire  labor  force.  This  should  not  be  surprising.  Employers  generally 
select  the  workers  they  view  as  most  qualified  from  the  pool  of  ttiose 
ctigjMe.**  Since  the  skill  and  education  requirements  for  state  and  load 
employment  are  well  above  the  average  for  the  labor  force,  and  the  pool 
of  unemployed  is  far  more  representative  of  die  general  labor  force  during 

II.  Martin  Ziefkr,  "Efforts  to  tmpnm  Estimate*  of  State  and  Local  Uuem* 
ptoymenC  Monthly  Later  Review,  vol,  100  (November  1*77),  pp,  12-18. 

19,  Additional  dtetmriuu  of  the  use  of  fucfe  atbtUks  is  Western  Europe  can  be 
found  Iff  lames  L.  SundqokC  DlsperUng  Population:  What  An. erica  Cm  Learn 
fnmt  Europe  (BrooMnft  ttwtrrqfkm,  1?75), 

30,  Kaedman  notes  this  tendency  is  the  public  employment  progtaots  of  flsc 
Ortst  Depression, 
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a  recession,  the  "creaming"  of  the  labor  pool  would  leave  disadvantaged 
workers  in  their  usual  position.  Analogous  problems  of  reaching  the  de- 
sired target  group  exist  for  wage  subsidy  programs  if  the  eligible  popula- 
tion is  broadly  defined.  \ 

Although  eligibility  criteria  could  be  more  tightly  drawn  in  favor  of 
disadvantaged  target  groups  the  consequence  of  a  rigid  policy  may  be  a 
less  effective  countercyclical  tool."  This  is  partially  because  drawing 
from  a  much  smaller  pool  of  eligible  workers  will  slow  the  speed  of 
implementation  of  public  employment  programs  or  the  additional  hiring 
caused  by  wage  subsidies.  The  employment  o*  more  marginal  workers 
requires  greater  training  and  ingenuity  in  production  and,  in  the  case  of 
public  employment,  in  output  selection.  These  present  very  difficult  chal- 
lenges even  under  structurally  oriented  policies  that  can  have  a  long  lead 
time  and  continuity  of  operation.  The  rapid  phasing  in  and  out  of  counter- 
cyclical job  creation  programs  exacerbates  the  difficulties. 

Hamermesh  assumes  that  a  marginal  employer  wage  subsidy  or  tax 
credit  that  subsidizes  a  fixed  percentage  of  all  wages  would  provide 
additional  job  opportunities  to  a  population  with  demographic  char- 
acteristics similar  to  those  of  workers  who  typically  become  unemployed 
in  the  downswing  or  employed  in  the  upswing  of  a  cycle.  Though  the 
program  would  favor  low-wage  workers  because  they  are  more  likely  to 
become  unemployed  than  others,  it  would  not  favor  those  with  the  lowest 
wages  nor  those  who  might  be  thought  of  as  particularly  hard  to  employ 
or  disadvantaged.  Thus,  it  is  unlikely  that  such  a  subsidy  would  have 
any  distributional  advantage  over  conventional  m?croeconomic  policy 
tools. 

Hamermesh  suggests  that  a  fixed  dollar  (per  hour  of  work)  subsidy 
would  be  superior  in  this  regard,  since  it  would  underwrite  a  higher  per- 
centage of  low  relative  to  high  wages.  Although  he  docs  not  simulate  the 
distributional  effects  of  such  a  subsidy,  he  believes  that  it  would  have  a 
strong  bias  in  favor  of  the  lowest  wage  workers.  Even  so,  employer  sub- 
sidies need  not  be  superior  on  distributional  grounds  to  such  conventional 
countercyclical  tools  as  tax  cits  and  expenditure  increases— which  can 

y*  Congressional  eooc$t*  over  the  characteristics  of  participants  in  the  public 
•wvfce  employment  program  under  CETA  titles  2  and  6  in  the  1974-75  recession 
ktk'*'*00  ««  I»76  that  required  *  high  percentage  of  all  slots  to  go  to  those 
ftoai  tow-income  families  who  were  unemployed  fifteen  weeks  or  longer,  or  to 
•wfsfl*  recipients  Johnson  is  pessimistic  about  the  ability  of  even  such  measures  as 
substantially  the  distributional  mix  of  total  additional  state  and  local 
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also  be  targeted — unless  it  is  the  distribution  of  jobs,  per  sc,  that  is  at 

Finally,  whereas  the  benefits  of  a  countercyclical  public  employment 
program  would  be  confined  to  employees  in  the  public  sector,  a  general 
employment  subsidy  that  is  available  to  public  as  well  as  private  em- 
ployers would  help  to  stabilize  the  employment  of  all  workers.  In  fact, 
employment  typically  is  more  cyclically  unstable  in  the  private  than  in  the 
public  sector. 

Effect  on  Inflation 

Direct  job  creation  programs,  it  is  often  argued,  should  result  in  less 
inflationary  pressure  than  alternative  fiscal  stimuli  of  comparable  magni- 
tude because  of  their  differential  effects  on  labor  markets.  For  example, 
Baily  and  Tobin  maintain  that  this  is  likely  to  be  true  of  policies  directed 
at  groups  of  workers  or  geographical  areas  whose  unemployment  rates 
are  much  higher  than  the  average.  The  inflationary  effects  of  programs 
motivated  by  pure  countercyclical  concerns  are  less  relevant,  since  such 
programs  should  be  implemented  only  during  periods  of  high  unemploy- 
ment and  phased  out  before  labor  market  factors  become  a  major  infla- 
tionary factor.  (Also,  as  noted  above,  there  are  arguments  against  narrow 
targeting  of  programs  countercyclical^  motivated, )  However,  inflationary 
consequences  clearly  should  be  a  crucial  consideration  at  fuller  levels  of 
employment  when  tightness  in  labor  markets  can  exert  considerable  infla- 
tionary pressure. 

One  characteristic  of  employer  wage  subsidies  gives  them  a  major 
advantage  over  most  other  forms  of  fiscal  stimulus  during  periods  of  sub- 
stantial cyclical  unemployment  combined  with  inflation.  Over  time*  in- 
creases in  the  hourly  compensation  costs  of  labor  are  reflected  in  com- 
mensurate increases  in  the  general  price  level,  adjusted  for  productivity 
advances.  Since  employer  wage  subsidies  directly  reduce  labor  costs,  they 
can  be  expected  to  be  less  inflationary  than  alternative  policies  for  achiev- 
ing equivalent  increases  in  employment  and  output,  other  things  bang 
equal.  This  should  allow  the  federal  government  to  take  a  more  expan- 
sionary stance,  since  concern  over  inflation  Is  one  of  the  most  crucial 
constraints  on  macit^conomic  policy." 

22.  Cute  in  payroll  taxes  are  advocated  for  a  similar  reason.  See  Arthur  M. 
Ofcuo,  The  Great  Stajflatkm  Swamp"  Challenge,  vol,  20  (Nwnihcr-D*3OT*er 
1977),  pp.  6-13,  for  a  discussion  of  the  value  of  policies  that  reduce  iftflatioa  from 

the  supply  side. 
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Structurally  oriented  policies  aimed  at  creating  jobs  are  even  more 
difficult  than  countercyclical  ones  to  analyze.  They  are  the  policies  in- 
tended to  aid  particular  groups  of  workers  or  potential  workers  whose 
employment  opportunities  are  severely  limited,  or  policies  designed  to 
reduce  aggregate  unemployment  with  less  inflationary  consequences  than 
conventional  macroeconomic  policies.  Their  objectives  are  to  improve 
both  equity  and  the  macroeconomic  performance  of  the  economy.  The 
former,  needless  to  say,  includes  the  distribution  of  employment  among 
workers  as  well  as  the  distribution  of  income.33 

Not  only  are  the  consequences  of  structurally  oriented  programs  diffi- 
cult to  assess,  but  there  is  a  wide  set  of  policy  alternatives  to  which  such 
job  creation  policies  ought  to  be  compared  in  etermining  what  role  they 
best  can  play.  For  example,  affirmative  ?  ,ion,  regional  development, 
worker  mobility,  industry  relocation,  and  institutional  training  programs 
are  but  a  few  of  many  approaches  th  might  be  helpful  in  upgrading  * 
employment  opportunities  for  comrn^,,  target  groups.  The  ideal  degree 
of  emphasis  to  be  put  on  job  creation  policies  as  a  means  of  combating 
structural  problems  should  depend  on  their  consequehces  relative  to 
alternative  policies  as  well  as  relative  to  doing  nothing.  Similarly,  with 
respect  to  a  more  narrow  income-maintenance  objective,  the  conse- 
quences of  job  creation  policies,  including  the  value  of  work  per  se, 
should  be  compared  to  those  of  various  forms  of  direct  cash  transfers. 

None  of  the  conference  papers  undertook  such  an  ambitious  task. 
Nevertheless,  a  number  of  them  did  come  to  grips  with  many  of  the  con- 
cerns that  are  relevant  to  such  an  assessment.  The  Johnson  and  Batly- 
Tobin  papers  treat  structurally  oriented  policies  to  create  jobs  from  a 
macroeconomic  perspective.  The  principal  question  addressed  here  is 
under  what  conditions  these  policies  can  improve  the  relation  between 
inflation  and  unemployment. 

23.  For  the  most  part,  the  targeting  requirements  of  ttie  two  objectives  arc 
itailar.  The  paper*  an&Tthcmskm  at  the  conference  focused  on  the  efficacy  of  job 
creating  pcAkic*  as  a  method  of  reducing  high  unemployment  rates  among  the  oft- 
**W.  Structural  programs,  of  coarse,  may  he  targeted  on  skilled  workers  who  arc 
temporarily  in  excess  supply— such  as"  engineers  in  Seattle  when  Boeing  cut  back  Its 
employment— in  which  case  the  targeting  requirement*  of  the  two  ohjectrves  would 
IK*  he  f be  same. 
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Improving  the  Relation  between  Inflation  and  Unemployment 

Conventional  measures  for  stimulating  the  economy  can  make  major 
abort-term  inroads  into  structural  (and  even  high  factional)  unemploy- 
ment while  yielding  an  expanding  real  GNP  and  favorable  consequences 
for  all  workers.  It  does  not  appear,  however,  that  under  those  measures 
desirably  low  levels  of  unemployment  can  be  maintained  without  gen- 
erating unacceptably  high,  perhaps  even  accelerating,  rates  of  inflation — 
which  are  likely  to  lead  to  deflationary  policies  that  may  leave  most  work- 
ers worse  off  than  if  somewhat  higher  levels  of  unemployment  had  been 
tolerated.  An  important  reason  for  this  is  that  rapidly  rising  wage  rates 
in  particular  occupations  or  regions  that  are  short  of  labor  contribute 
to  excessive  inflationary  pressure  well  before  unemployment  decreases  to 
desirable  levels  among  many  broad  target  groups  of  workers. 

Because  of  their  potential  for  concentrating  a  higher  proportion  of  any 
expansion  of  jobs  on  particular  target  groups,  direct  job  citation  policies 
have  betn  advocated  as  a  means  of  partially  circumventing  the  problem 
of  inflation.  This  is  accomplished  by  favorably  altering  the  terms  of  trade 
between  increases  in  employment  and  inflationary  pressures  vis-A-vis  the 
pursuit  of  conventional  expansionary  macrocconomic  policies.  Super- 
ficially it  might  appear  that  simply  targeting  jobs  programs  on  workers 
with  low  wages  ind  skills  and  high  unemployment  would  insure  more 
favorable  inflationary  consequences;  this  is  not  sufficient,  however.  The 
outcome  depends  critically  on  how  labor  markets  actually  work,  in  par* 
ticular  on  the  causes  of  the  relatively  high  unemployment  rates  of  the 
target  groups  and  the  process  of  adjustment  of  relative  wage  rates  to 
shifts  in  labor  supply  and  demand. 

Both  the  Baily-Tobin  and  the  Johnson  papers  develop  models  for  ex- 
ploring the  additional  necessary  conditions  for  targeted  job  creation  to 
have  the  desired  inflationary  effects."  Between  them  they  identify  three 
that  involve  wage  rates  and  a  fourth  concerned  with  job  search,2* 

24.  Bally  and  Tobin  pose  I  he  iasoe  as  whether  or  not  direct  job  creation  policies 
can  shift  the  Phillips  currc  inward  or  reduce  the  rate  of  unemployment  below  which 
the  rale  of  inflation  tends  to  accelerate  (often  called  the  natural  rale).  Johnaon 
focuses  <*t  the  efficacy  of  public  service  employment  as  an  antipoverty  policy  and, 
as  an  aid  to  addressing  this  subject*  constructs  a  model  quite  similar  to  the  one  (hat 
BaUy  and  Tobin  employ.  BaUy  and  Tobtn's  analysis  n  in  terms  of  teenagers  and 
adults*  but  their  conclusions  arc  unaffected  by  changing  these  to  unskilled  and  skilled 
workers,  consistent  with  Johnson's  terminology. 

2$.  Baity  and  Tobin  also  note  thai,  if  structural  unemployment  is  Ate  to  tempo* 
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the  pressure  OF  MINIMUM  wages.  Minimum  wages — whether 
socially  or  legislatively  basal — may  prevent  low-wage  labor  markets 
hot*  clearing,  therefore  resulting  in  excessive  involuntary  unemployment 
of  low-skill  workers.  Public  jobs  programs  can  reduce  such  unemploy- 
ment by  hiring  particular  workers  at  a  wage  that  private  employers  are 
unable  or  unwilling  to  pay,  while  employer  wage  subsidies  reduce  the 
cost  to  employers  of  paying  the  minimum  wage  and  increase  their  will- 
ingness or  ability  to  hire  the  same  workers.  In  both  instances,  little  or 
no  upward  pressure  is  exerted  on  wage  rates  as  a  consequence  of  the 
increased  labor  demand  for  and  employment  of  target  group  workers. 
In  this  event,  as  George  Johnson  puts  it,  the  result  approaches  "an  un- 
mitigated free  lunch."  Employment  and  output  are  increased  with  insig- 
nificant inflationary  costs,  both  in  the  short  and  long  run,  and  no  one  is 
made  worse  off,*"  Baily  and  Tobin  note  that  for  public  employment 
the  result  is  favorable  only  if  the  program  wage  rates  are  at  ox  below  the 
minimum.  To  the  extent  they  are  tied  to  prevailing  union  wages,  the 
ability  to  alter  the  relation  between  inflation  and  unemployment  is  lost. 

Of  course,  the  extent  to  which  the  minimum  wage  is  a  cause  of  the 
relatively  high  unemployment  of  unskilled  workers  is  a  controversial  issue. 
Recent  evidence  suggests  that,  while  it  may  not  be  the  primary  factor,  it 
ts  a  significant  contributor,  particularly  for  teenagers.-7  On  the  other 
hand,  the  relatively  high  unemployment  of  low-skill  workers  may  be 
largely  voluntary,  reflecting  their  tendency  to  engage  in  long  job  searches 
or  move  in  and  out  of  the  labor  force  because  other  options  are  more 
attractive  to  them  than  work.  To  the  extent  this  is  the  case,  any  favorable 
inflationary  cc  ~*equences  of  job'  programs  would  have  to  depend  on  other 
assumed  characteristics  of  the  ope  tion  of  the  labor  market, 

rigidity  of  relative  wages.  In  fact,  the  minimum  wage  is  a  spe- 
cial case  of  the  long-run  unresponsiveness  of  the  relative  wages  of  un- 
skilled laborers  to  relative  changes  in  the  supply  of  and  demand  for  their 

rary  bottlenecks  m  capital  capacity,  and  job  creation  policies  lead  to  more  labor* 
intensive  production;  then  those  policies  could  help  to  reduce  unemployment  with 
tag  mtatkraary  pressure  than  conventional  expansionary  means. 

26.  The  same  objective  could  be  pursued  by  reducing  the  minimum  wage  for 
frnpet  group  workers.  Thus,  costs  associated  with  the  imposition  of  the  minimum 
**fc  awl  the  drvenrio*  of  resources  to  the  jobs  programs  would  he  avoided.  How- 
ever, reductions  m  the  minimum  wage  may  be,  undesirable  for  other  reasons  or 
ftf  felony  tafeasfble,  hi  which  case  jobs  programs  are  an  attractive  alternative. 

27,  Edward  M.  Gramlkh,  "Impact  of  Minimum  Wages  on  Other  Wages,  Em- 
Ftoyment,  and  Family  Incomes/'  BFEA,  2: 1 976,  pp.  409^51. 
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labor.  Just  as  the  existence  of  a  widespread  minimum  wage  can  mean  that 
no  upward  pressure  will  be  exerted  on  low  wage  rates  in  the  face  of  a 
major  increase  in  demand  for  low-skill  workers,  so  can  it  prevent  the 
downward  adjustment  of  low  wage*  that  conventional  economic  theory 
predicts  would  occur  when  there  is  widespread  unemployment  among 
low-akin*  workers.  According  to  some  other  views  of  the  labor  market, 
however — including  queue,  job  competition,  and  dual  labor  market  theo- 
ries— relative  wages  in  many  parts  of  the  economy  are  similarly  unre- 
sponsive because  other  factors,  such  as  tradition,  are  the  crucial  determi- 
nants of  the  relative  wage  structure."  In  such  cases,  carefully  targeted 
public  employment  programs  and  employment  tax  credits  can  alter  favor- 
ably the  relationship  between  unemployment  and  inflation. 

Again,  though,  the  critical  question  is  to  what  extent  labor  markets  are 
actually  characterized  by  rigidity  in  relative  wage  rates.  Neither  Baily 
and  Tobin  nor  Johnson  believe  this  to  be  of  great  significance  in  the 
long  run,  a  view  that  is  consistent  with  the  weak  evidence  in  the  literature 
on  the  subject."  But  Johnson  notes  that  in  the  case  of  a  shar;>  increase 
on  the  relative  demand  for  low-skill  workers,  the  long  run  could  be  five 
to  ten  years  (depending  on  the  slope  of  the  wage  adjustment  function  for 
tow-skill  labor).  And,  although  under  such  circumstances  his  model 
predicts  no  lasting  increase  in  unskilled  employment,  output  (as  measured 
by  OH?),  or  inflation,  there  are  temporary  gains  in  unskilled  employ- 
ment and  output  and  a  permanent  redistribution  of  income  from  skilled 
to  unskilled  workers— purchased  at  the  expense  of  temporarily  higher 
rates  of  inflation. 

effect  of  relative  waces  on  wace  rates.  Even  if  relative  wage 
rates  are  quite  responsive  to  relative  changes  in  supply  and  demand,  how- 
ever, job  creation  policies  might  still  reduce  structural  unemployment 
with  more  favorable  inflationary  consequences  than  conventional  expan- 
sionary policies  if  a  third  condition  is  met  It  is  that  wage  rate  increases 
of  workers  at  various  skill  levels  depend  on  their  relative  wage  rates,  as 
wall  as  on  their  unemployment  rate.  Baily  and  Tobin  assume  this  to  be 
the  cafe;  Johnson  implicitly  assumes  the  increases  depend  only  on  un- 
employment rates. 

21  For  a  aawripnow  of  thaw  theories  and  their  impifcauoM  tor  the  operation 
of labor  wartets,  ace  Glean  a  Cain,  The  Challenge  of  Segmented  Labor  Market 
Theories  to  Orthodox  Theory  r  A  Survey,"  Journal  of  Economic  Literature,  vol  14 
(Daaaaafar  1974),  pp.  1215-57. 

29.  9m  ibid. 
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Unemployment  restrains  wage  rate  increases  in  a  competitive  economy* 
When  there  is  an  excess  supply  of  a  certain  class  of  workers,  the  bar- 
gaining position  of  employers  vis-i-vis  such  workers  is  improved,  Baily 
and  Tobin  argue  that  a  high  relative  wage  has  the  same  effect.  For  ex~ 
ample,  the  higher  the  wage  rate  of  skilled  workers  relative  to  that  of 
unskilled  workers,  the  more  moderate  are  likely  to  be  skilled  workers9 
demands  and  actual  increases.  Similarly,  unskilled  workers,  such  as  teen- 
agers, are  more  likely  to  be  satisfied  with  their  jobs  and  less  apt  to  leave 
them  the  closer  their  wage  rates  and  working  conditions  arc  to  those  of 
skilled  workers.  Thus,  the  higher  the  relative  wage  rate  of  unskilled  work- 
ers at  any  given  level  of  unemployment,  the  less  upward  pressure  there 
will  be  on  their  wage  rates. 

Given  this  assumption,  public  jobs  programs  fcnd  employment  tax 
credits  targeted  on  unskilled  workers  can  permanently  reduce  the  unem- 
ployment rate  of  unskilled  workers  even  after  wages  have  adjusted  fully. 
But  the  increase  in  employment  among  the  unskilled  comes  at  the  ex- 
pense of  less  employment  among  skilled  workers  (through  displacement). 
And,  if  the  employment  of  additional  unskilled  workers  exerts  less  up- 
ward pressure  on  economy-wide  wage  rates  than  the  employment  of  an 
equivalent  number  of  skilled  workers,  it  should  be  possible  to  reduce 
unemployment  among  the  unskilled  by  a  greater  amount  than  the  increase 
in  unemployment  among  the  skilled  without  increasing  the  inflation  rate. 

Baily  and  Tobin  roughly  estimate  that,  if  it  is  not  to  increase  the  rate 
of  inflation,  a  jobs  program  that  adds  a  hundred  unskilled  workers  to  (he 
ranks  erf  the  employed  will  reduce  the  number  of  unemploy  ed  workers  in 
the  economy  in  the  long  run  by  fifty— reflecting  a  reduction  of  seventy- 
five  unemployed  unskilled  workers  and  an  increase  of  twenty-five  unem- 
ployed skilled  workers.  Although  under  certain  assumptions  these  results 
hoW  for  both  public  employment  programs  arid  employer  wage  subsidies, 
Baily  and  Tobin  suggest  that  they  may  be  diluted  somewhat  in  the  latter 
case* They  also  conclude  that  white  the  redistributive  and  employment 
efforts  are  sizable  and  in  the  correct  direction,  it  is  unclear  whether  the 
value  of  output  actually  will  be  expanded.  This  depends  on  the  produc- 
tivity of  the  additionally  employed  unskilled  workers  relative  to  that  of 

30,  Thm  would  he  the  case  if  there  is  little  possibility  of  substitution  in  regular 
*ipto»iuuu  in  favor  of  tow-wage,  low-fkfll  groups;  if  wage-rate  increases  are  a 
{auction  of  relative  waft  costs  to  employers  (taking  into  account  the  subsidy) 
Whcr  than  the  relative  wag*  received  by  workers;  or  if  in  response  to  the  subsidy 
ftfcfflad  workers  must  on  higher  relative  wages  for  the  unskilled  in  order  to  prevent 
**b**tiftkm  by  employers  of  unskilled  for  skilled  workers. 
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the  dulled  workers  not  employed  because  of  the  policy  and  on  the  nature 
of  die  shift  in  composition  of  output  This  latter  is  particularly  relevant  in 
the  case  of  public  employment  programs  since  their  output  is  gained  par- 
tiaHy  at  the  expense  of  that  of  Kfnlar  employment 

JO*  search.  The  fourth  way  fat  which  jobs  programs  could  reduce 
unemployment  with  less  inflationary  pressure  than  conventional  macro- 
economic  policies  pertains  only  to  public  employment  programs.  If  the 
public  jobs  are  short  term,  low-skill  workers  who  take  them  may  search 
for  regular  employment  as  effectively  as  if  they  were  unemployed,  and 
more  so  than  if  they  were  employed  in  regular  jobs.  In  such  a  casef  they 
could  exert  relatively  more  downward  pressure  on  wage  rates  than  if  they 
were  regularly  employed.  Baily  and  Tobin  show  that  if  this' mechanism 
» to  work,  job  vacancy  rates  must  have  an  independent  effect  in  addition 
to  that  of  unemployment  rates  on  the  inflation  rate*  Although  their  cm- 
pirfea!  tests  provide  evidence  of  such  an  independent  relationship,  they 
devote  less  attention  to  this  case  than  to  the  relative  wages  of  workers* 

Targeting  on  Unskilled  Workers 

At  the  conference  several  issues  arose  that  were  relevant  to  various 
conations  under  which  the  terms  of  trade  between  employment  and  in- 
flation could  be  altered  by  jobs  programs.  First,  can  the  targeting  require- 
ments be  met— or,  put  differently,  to  what  extent  can  job  creating  poli- 
cies, particularly  employer  wage  subsidies,  actually  add  to  the  net  em- 
ployment of  unskilled  target  groups  even  in  the  short  run?  Second,  is  it 
tine  fliat  hiring  an  unemployed,  unskilled  worker  exerts  less  immediate 
inflationary  pressure  than  hiring  an  unemployed  skilled  one?  Third,  even 
tf  it  is  possible  to  reduce  the  overall  unemployment  with  less  inflationary 
pressure  by  decreasing  unemployment  rates  among  the  unskilled  at  the 
expense  of  the  skilled,  is  it  a  desirable  public  policy  to  do  so? 

Jbr  has  paper,  Hamcrmcsh  raised  objections  UMhe-  use  of  categorical 
employer  wage  subsidies  for  structural  purposes.  He  argued  that  em- 
ployers would  shy  away  from  hiring  the  target  group  workers  even  though 
tfaetr  wages  would  be  subsidized — that,  precisely  because  of  the  subsidy 
attached  to  them,  such  workers  might  be  stigmatized  hi  employers'  minds 
and  considered  unproductive,  Thh  phenomenon,  he  believes,  explains 
employer*1  low  interest  in  subsidy  schemes. 

In  his  paper  focusing  on  public  service  employment  programs  ad* 
ministered  by  state  and  local  governments  Johnson  does  not  argue  that 
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hiring  under  the  program  will  not  occur;  however,  he  suggests  that  there 
probably  will  be  a  far  less  than  commensurate  net  increase  in  total  em- 
ployment and  little  or  no  change  in  the  overall  skill  mix  of  slate  and  local 
government  employees  (both  regular  and  subsidized),  the  former  will 
result  from  fiscal  substitution  and  the  latter  from  cither  program  man* 
agcrs*  labeling  as  unskilled  those  unemployed  skilled  workers  they  hire 
or  state  and  local  governments*  hiring  fewer  unskilled  workers  outside 
of  the  program  to  compensate  for  the  program's  targeting.  According  to 
Johnson  these  results  should  be  expected  because  they  arc  in  the  self- 
interest  of  the  administering  agencies  and  difficult  to  prevent. 

Issue  was  taken  in  discussion  at  the  conference  with  Johnson's  and 
particularly  Hamcrroesh's  pessimism.  In  the  case  of  categorical  wage  sub- 
sidies, it  was  pointed  out  that  little  or  no  additional  information  would 
be  imparted  about  the  eligible  workers  beyond  that  already  available  by 
virtue  of  their  low  skill  levels  and  high  unemployment  rates.  The  lack  of 
private  employers*  interest  in  such  programs  was  believed  to  be  due  to 
the  extreme  narrowness  of  the  eligibility  criteria  and  the  amount  of  fed- 
eral red  tape  involved.  Presumably  both  problems  would  be  of  less  con- 
sequence in  a  broad-based  wage  subsidy.  In  the  case  of  public  service 
employment  programs,  it  was  argued  that,  if  the  federal  government 
would  underwrite  only  jobs  paying  unskilled  wage  rates,  only  unskilled 
laborers  generally  would  take  them.  While  this  suggests  that  Johnson  may 
be  overly  concerned  about  labeling,  it  does  not  address  the  problem  of 
fiscal  substitution.  The  potential  for  such  substitution  clearly  will  be  far 
greater  for  a  structurally  oriented  program  than  for  a  countercyclical 
one,  since  the  former  presumably  would  have  a  long  fife. 

Unskilled  Workers  and  Inflation 

In  their  paper  Baily  and  Tobin  report  on  empirical  tests  that  confirm 
their  belief  that  unskilled  or  secondary  workers  have  less  effect  on  infla- 
tion than  skilled  workers  They  find  that,  although  unemployment  rates 
of  primary  workers  have  a  statistically  significant  effect  on  the  inflation 
rate,  the  unemployment  rates  of  secondary  workers  do  not.  But,  as  one  of 
their  discussants  points  out,  the  absence  of  as  strong  an  empirical  rela- 
tionship between  inflation  and  unemployment  among  secondary  workers 
m*y  be  due  to  the  fact  that  the  measurement  of  unemployment  is  much 
Mf  accurate  for  secondary  than  for  primary  workers,  (Official  data  on 
unemployment  among  secondary  workers  is  a  less  reliable  measure  of 


tightness  of  labor  markets  because  of  the  greater  movement  into  and  out 
of  the  labor  force  among  secondary  workers. )  Thus,  while  there  is  some 
empirical  support  for  the  proposition  that  secondary  workers  have  less 
effect  on  inflation,  the  evidence  is  far  from  conclusive. 


Is  the  Outcome  Desirable? 

If  unskilled  unemployment  is  due  largely  to  rigidity  in  relative  wage 
rates  and  can  be  decreased  by  jobs  programs  with  minimal  inflationary 
consequences,  such  programs  clearly  have  strong  appeal.  But  what  if  rela- 
tive wage  rates  arc  flexible  in  the  long  run,  and  reductions  in  unskilled 
unemployment  can  come  only  at  some  expense  to  skilled  employment? 
Daily  and  Tobtn,  Johnson,  and  many  other  conference  participants  viewed 
these  as  appropriate  assumptions  except  in  times  of  significant  cyclical 
unemployment."  Are  jobs  programs  still  a  desirable  policy  under  such 
conditions?  The  answer  to  this  question  depends  on  both  factual  issues 
and  value  judgments. 

The  extent  to  which  jobs  programs  arc  targeted  by  age  or  income  class 
could  make  an  important  difference.  Supposing  large  differences  attribu- 
table to  income  class,  jobs  programs  with  structural  objectives  would 
redistribute  income  and  opportunity  toward  the  lower  end  of  the  income 
distribution.  But  if  age  were  the  important  factor,  such  policies  could 
redistribute  income  and  opportunity  toward  an  earlier  part  of  the  life 
cycle.  To  paraphrase  one  conference  participant,  "Do  we  really  want  to 
put  a  husband  with  a  wife  and  kids  out  of  work  in  order  to  give  two  or 
three  teenagers  mere  steady  employment?" 

The  effect  on  program  participants  also  must  be  considered.  Will  the 
productivity  of  the  unskilled  workers  increase  as  a  result  of  the  reduction 
m  their  unemployment?  Although  both  Baijy  and  ToWn  and  Johnson 
acknowledge  this  possibility,  their  models  are  ppj  designed  tn  inaxpaadc 
it  In  addition,  several  discussants  noted  that  a  likely  effect  of  lower  un- 
employment rates  and  higher  relative  wages  among  unskilled  workers 
might  be  to  lower  their  turnover  and  equilibrium  rate  of  unemployment. 
This  would  yield  still  further  favorable  consequences  for  inflation. 

Just  how  would  a  public  jobs  program  that  reduced  unemployment 

SI.  Certainly  not  aft,  if  even  a  majority,  of  (he  conference  participant*  aenwd 
wfth  mh  v»ew,  which  it  a  topic  of  considerable  dispute  within  the  economic*  pro- 
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among  unskilled  workers,  increased  it  by  less  among  skilled  workers, 
and  expanded  the  public  sector  partially  at  the  expense  of  the  private 
sector  affect  the  value  of  the  current  output  of  goods  and  services?  As 
Baily  and  Tobin  note,  even  though  conventionally  measured  GNP  would 
rise,  the  value  of  aggregate  output  to  society  still  might  be  reduced  be- 
cause of  a  shift  from  higher  valued  regular  employment  output  to  lower 
valued  public  employment  program  output.  Would  the  redistribution  of 
income  and  opportunity  achieved  by  such  a  program  be  worth  such  a 
reduction?  Clearly,  difficult  value  judgments  arc  involved  here. 

Finally,  if  as  in  the  Johnson  model,  relative  wages  are  free  to  adjust 
and  increases  in  wage  rates  depend  only  on  unemployment  rates,  targeted 
job  creation  policies  will  not  lead  to  a  long-run  reduction  in  the  overall 
unemployment  rate  with  less  inflationary  pressure  than  conventional  ex- 
pansionary policies,  llicy  still  would  redistribute  income  from  skilled  to 
unskilled  workers,  however.  Moreover,  Johnson  shows  that  there  arc 
temporary  employment  and  output  gains  whose  magnitude  varies  in- 
versely with  the  speed  of  the  wage  adjustment  process.  Whether  the  tem- 
porary short-run  gains  outweigh  the  eventual  costs  of  higher  inflation 
depends  on  how  big  the  former  are  relative  to  the  latter  and  the  relative 
value  society  places  on  present  versus  future  income  gains, 

Mkrocconomk  Effects  of  Structural  Actions 

Whether  public  jobs  are  intended  to  insure  minimally  adequate;  in- 
comes to  workers  and  their  families  or  simply  to  reduce  structural  unem- 
ployment, or  both*  their  effect  on  microeconomic  efficiency  should  be  a 
crucial  part  of  any  assessment  of  their  desirability.  This  is  the  ternary 
concern  of  the  Haveman  and  Kemper-Moss  papers.  Although  both  deal 
with  particular  program  structures,  the  issues  they  discuss  are  applicable 
to  any  subsidized  public  employment  activity  focused  on  the  hard-to- 
employ, 

Haveman  applies  benefit-cost  analysts  to  the  Dutch  Social  Employ- 
ment program,  which  provides  subsidized  employment  to  handicapped 
and  other  disadvantaged  workers  who  are  unable  to  find  regular  employ- 
went.  The  program  is  funded  largely  by  the  national  government  and 
administered  by  municipalities  under  national  guidelines.  Emphasis  is 
>  Ptapcd  on  producing  valued  goods—some  of  which  are  marketed  at  com- 
petitive prices — and  services,  as  well  as  on  preparing  participants  for  regin 


tar  employment"  Though  rather  small  initially,  the  program  has  grown 
rapicfiy  and  now  accounts  for  about  1.5  percent  of  total  Dutch  employ- 
meat  Kemper  and  Moss  draw  cm  the  early  experience  of  "Supported 
Work"  demonstration  projects  in  the  United  States,  which  are  somewhat 
similar  to  the  Dutch  program,  to  discuss  the  elements  of  a  cost-benefit 
analysis  and  selected  problems  and  hemes  of  program  design  and  opera- 
tion, * 

In  this  section  the  cost-benefit  framewbrk  adopted  by  Havcman  and 
Kemper  and  Moss  b  sketched  and  then  related  to  the  prior  macrocco- 
notnic  perspective.  Then  two  key  elements  of  the  benefit-cost  ratio  are 
analyzed:  the  opportunity  cost  of  program  participants'  time  and  the 
value  of  the  output  they  produce.  After  a  summary  of  the  -results  of 
Havcman's  benefit-cost  analysis  of  the  Dutch  Social  Employment  pro- 
gram, die  cffactrjpf  public  job  creation  and  cash  income  maintenance 
programs  aretffimy  compared. 


A  Cost-Benefit  Framework 

Both  Havcman  and  Kemper  and  Moss  in  their  analyses  consider  bene- 
fits and  costs  from  a  societal  point  of  view;  the  distribution  among  various 
members  of  society,  whether  beneficiaries  or  taxpayers,  is  not  considered. 
From  the  societal  perspective,  pure  income  transfers  are  neither  a  cost 
nor  a  benefit  since  they  do  not  add  to  or  subtract  from  total  economic 
output  but  merely  redistribute  purchasing  power  over  existing  economic 
resources.  (This  latter  point  has  to  be  qualified  to  the  extent  there  are 
administrative  costs  and  disincentive  effects  such  as  those  concerning 
work  effort)  The  ^distributive  consequences  may  be  an  important  con- 
cern, of  course,  but  they  are  treated  as  an  independent  issue,"  This  is  a 
particularly  appropriate  framework  to  apply  to  public  employment  pro* 

and  administrative  activities  wtfcfr 

utfttcr  m  1975,  and  industrial  center*,  wfekb  manufacture  goods  fcr  sale  and 
ta«dmd  funding  of  SI 0,400  per  work*  in  1975  (nat  of  lbs  revenue  from  the  ml* 
off**). 

».  Aa  m  printed  out  m  Stromtdorfert  comments  Sattowiag  the  Kempcr-Mom 
piper,  a  oost-beaeflt  analysis  could  be  performed  Irani  a  rwnifirr  of  other  ponpec- 
tim—tom  of  the  program  participants,  taxpeyen,  or  the  pnNie  sector  balance 
+m.  Each  of  these  wnrrocf  the  net  economic  oomrgnsnwi  of  the  pfOfran  to  differ 
cat  tfratlcant  poop  in  society  but  not  to  the  whole,  I  lower,  they  may  dfrmmaSe 
soais  of  fee  dterftotitt  consequences  oCfbe  program,  contributing  to  a  richer  view 
«f  the  omnll  socteud  nnpnet 
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grams  for  hard-to-employ  populations,  since  the  Qtlevant  alternative  in 
surfi  cases  is  often  income  maintenance  of  •some  sort,  whether  through 
disability  programs,  unemployment  insurance,  or  welfare  programs.  Thus, 
benefit-cost  analysts  can  illuminate  the  extent  to  which  their  are  likely 
to  be  economic  gains  or  losses  to  society  as  a  Result  of  subsidizing  target ' 
populations  through  employment  programs  rather  than  pure  transfer 
programs,  and  what  some  of  the  important  determinants  of  these  gains 
or  losses  might  be. 

Among  the  key  elements  of  social  costs  identified  is  the  forgone  output 
that  would  have  been  produced  in  regular  employment  in  the  absence 
of  the  program.  While  much  of  public  employment  program  participants' 
time  jllcrwisc  may  have  been  spent  unemployed  or  out  of  the  labor 
markP,  it  is  unlikely  that  all  of  it  would  have  been.  This  "opportunity 
cost"  of  their  participation  in  the  program  will  reflect  a  social  cost  to  the 
extent  that  the  regular  employment  opportunities  they  vacate  are  not 
filled  by  other  workers  who  otherwise  would  have  been  unemployed.  A 
second  element  of  social  costs  is  the  program  operating  costs  other  than 
the  salaries  of  the  subsidized  workers— the  expense  of  supervisors,  ma- 
terials,  buildings,  and  other  resources  necessary  to  the  programs  that 
otherwise  could  have  been  employed  in  some  alternative  use.  Finally,  if 
the  output  of  the  public  employment  programs  displaces  any  regular 
public  or  private  output,  ind  the  resources  that  would  have  produced 
the  latter  are  not  reemployed,  this  forgone  output  is  also  a  social  cost. 

On  the  other  side  of  the  ledger  are  the  benefits  of  the  value  of  the 
output  produced  by  the  program  and  the  additional  future  output  that, 
program  participants  will  be  able  to  provide  because  of  any  increases  in 
their  productivity  fostered  by  the  subsidized  work  experience.  Haveftan 
also  points  to  three  additional  "social-psychological"  benefits  which  he 
makes  no  aiicmpt  to  estimate:  ( I )  any  improved  well-being  of  partici- 
pants that  is  not  reflected  in  increased  economic  productivity;  (2)  any 
reduction  in  social  costs  or  increases  in  outputTHat  might  occur  as  a  result 
of  the  first  benefit — such  as  lower  medical  expenses  or  improved  pro- 
ductivity of  a  spouse;  and  (3)  any  improved  satisfaction  among  the 
community  at  large  because  of  the  program's  results. 

The  net  social  benefits  and  costs  of  the  program,  except  for  those  re- 
lated to  participants9  well-being  and  the  community's  sense  of  satisfac- 
tion, indicate  whether  it  will  move  the  economy  over  the  long  run  to  a 
higher  or  lower  valued  GNP  growth  path  (setting  aswftyhe  possibility 
that  an  improved  employment-inflation  relationship  permits  a  more  ag~ 
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fmrive  expansionary  policy).  An  important  determinant  of  the  magni- 
tude of  the  program's  costs  is  the  stale  of  the  economy.  If  the  economy 
b  far  short  of  full  employment  tbe  regular  employment  output  forgone 
due  to  the  labor  supplied  to  the  program  should  be  at,  or  dose  to,  zero* 
Sfcaftarty,  the  Operating  costs  of  the  program  are  likely  to  be  an  over* 
statement  of  the  value  of  the  alternative  uses  of  those  resources.  Finally, 
H  should  be  easier  to  produce  output  that  is  of  obvious  social  value  with- 
out displacing  what  otherwise  would  have  been  produced.  On  the  other 
band,  if  Ac  program  does  displace  other  output,  the  displaced  resources 
of  production  are  unlikely  to  be  reemployed. 

The  context  of  a  relatively  full  employment  economy,  however,  is  of 
more  relevance  and  interest  to  the  discussion  of  a  structurally  oriented 
public  employment  program/1  Assuming  at  one  extreme;  that  such  a 
program  could  not  reduce  structural  un  employment  with  less  inflat  oi»ary 
pressure  than  conventional  macroeconomtc  policies,  the  program  would 
not  result  in  a  net  htaneasc  in  employed  resources  in  the  economy.  From 
society's  point  of  view,  the  opportunity  cost  of  employing  a  program 
participant  is  tbe  lack  of  employment  of  someone  else  who  otherwise 
would  have  been  employed.  Moreover,  unless  the  program's  job  training 
were  superior  to  what  participants  would  have  received  elsewhere,  the 
economic  benefits  of  the  program  can  only  exceed  its  costs  if  the  pro- 
gram's output  is  more  valuable  than  the  output  that  would  have  been  pro- 
duced Hi  the  absence  of  the  program  in  the  regular  public  or  private 
sectors.  For  this  to  occur,  the  program  would  have  to  be  correcting  some 
t%bf:^t  micro  inefficiency  in  the  economy. 

At  the  opposite  extreme,  a  structurally  oriented  public  jobs  program 
could  reduce  the  number  of  unemployed  in  the  economy  by  one  person 
for  each  person  employed  in  the  program  without  any  adverse  effects 
on  inflation.  In  this  case,  the  opportunity  cost  of  labor  employed  by  the 
program  is  zero/ Although  this  does  not  insure  that  tbe  program's  social 
benefits  will  exceed  its  social  costs,  it  makes  this  outcome  much  more 
Hkety* 

Neither  extreme  case  b  likely  to  hold,  however.  But  there  are  reasons 
to  believe  that  at  least  modest-steed,  carefully  targeted  public  employ- 
ment programs  can  contribute  to  a  reduction  in  structural  unemployment 
with  minimal  inflationary  consequences.  Two  very  important  questions, 

S4.  ft  h  Manned  here  that  tbe  program  wihiW  be  soccewfoffy  targeted  cmi  tow* 
ejujriepaiffti.  low-skill  peapk 


BEST  COPY 


tfes,  we  bow  program  design  affects  the  opportunity  cost  of  the  program 
participants'  labor  and  the  value  of  program  output 

Opportunity  Cost  of  Program  Participants 

a*  * 

Both  the  Kcssdman  and  the  Greenberg  papers  deal  with  the  extent  to 
which  pabbc  employment  programs  are  likely  to  attract  or  retain  workers 
who  otherwise  would  be  employed.  In  Kessclmaa's  model  the  displace- 
ment of  labor  from  regular  employment  is  assumed  to  increase  with  the 
net  advantages  or  rent  that  a  public  employment  program  provides  to 
the  worker.  This  rent,  in  turn,  is  a  positive  function  of  several  character- 
'  odes  of  the  program— the  wage  rate,  hours  of  employment  offered,  the 
pleasantness  and  usefulness  of  the  work  experience,  the  advancement  and 
income  supplementation  possibilities  provided,  and  the  ease  of  initial 
entry  into  the  program. 

On  the  basts  of  his  review  of  the  WPA  program  and  the  experience  of 
its  participants,  Kessetman  is  able  to  conclude  that  there  was  little,  if  any, 
displacement  caused  by  supply-side  effects  during  the  Depression."  In 
bb  view  this  was  due  in  large  part  to  the  extraordinary  underutilizatkm 
of  labor.  Despite  the  sizable  percentage  of  all  workers  participating  in 
public  employment  programs,  there  were  enough  unemployed  workers 
to  ftH  many  times  over  any  regular  jobs  that  became  available.  However, 
in  a  more  fully  employed  economy,  if  such  programs  were  sizable  rela- 
tive to  the  total  amount  of  unemployment,  more  substantial  displacement 
might  be  expected. 

«>  Greenberg  employs  a  more  limited  version  of  this  same  model  to  simu- 
late participation  in  variously  designed  public  employment  programs 
had  they  been  in  place  in  1973— a  year  of  relatively  full  employment. 
Worker  choices  are  based  on  maximization  of  their  future  earnings 
stream.  The  primary  program  parameters  that  Greenberg  varies  are  the 
wage  rate,  necessary  time  unemployed  in  order  to  become  eligible  for 
entry  to  the  program  (the  waiting  period),  and  the  hours  of  work  per 

II  Kntschnan  notes  that  dlsptswmct  can  oecar  throes*  induced  reductions 
afetber  demands  on  the  economy;  pwrtkuiariy  to  the  private  vector,  a*  weit  a* 
mtaent  redact  torn  in  labor  mpafed  elsewhere  than  to  the  public  entploytncnt  pro- 
y  ?*'  Ww5W<  sabHtortlwi  b  bat  one  of  many  means  by  which  the  former  can  occur. 

"y'1*""**  analysis  of  displacement  from  afl  demand-tide  effects  would  be 
aamejstit,  ****  prubabty  amhitaMM  m  as  results,  that  Kcssdman  docs  not  tsnder- 
Wtei ft.  He  therefore  fives  ao  judgment  on  the  extent  of  such  displacement  in  the 
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week  offered  by  the  program,1*  His  data  base  covers  only  husband-wife 
bowchokfet 

Several  interesting  findings  emerge  from  Greenberg's  simulations.  As 
would  be  expected,  the  size  of  the  population  that  desires  to  participate 
m  a  public  employment  program  is  positively  related  to  the  wage  rate 
and  hours  of  work  offered  and  inversely  related  to  the  length  of  the  wait- 
ing period*  It  is  much  less  sensitive  to  hows  of  work  than  to  the  other 
two  variables,  however.  The  absolute  size  of  this  population  is,  perhaps, 
surprisingly  large.  Even  for  the  lowest  wage  rate  he  simulates,  $2,00  per 
hour — roughly  the  minimum  wage  in  1973 — well  over  half  a  million  job 
slots  annually  would  be  necessary  with  a  thirteen-week  waiting  period 
Mid  a  million  with  a  waiting  period  of  five  weeks.  Later  work  w>h  the 
model  reported  in  his  paper  has  resulted  in  much  higher  participation 
estimates,"  For  example,  if  eligibility  were  restricted  to  primary  earners 
of  families  with  children,  over  one  million  job  slots  would  be  required 
with  a  waiting  period  of  five  weeks  and  a  wage  between  the  minimum  and 
10  percent  above  the  minimum,14  And,  if  eligibility  were  extended  to  all 
primary  earners  of  households  (including  unrelated  individuals )v  par- 
ticipation would  be  over  five  times  as  high,29  In  all  cases  as  the  wage 
rate  is  increased,  the  number  of  people  choosing  to  participate  increases 
at  a  proportionately  faster  rate,40 

He  aho  consider*  the  length  of  stay  permitted  in  (he  program,  trot  cone  fade* 
thai  as  long  as  it  is  sufficient  to  compensate  adequately  for  the  waiting  period  for 
entry,  it  b  not  a  critical  variable, 

37,  This  later  version*  known  as  the  KGB  model,  use*  observed  wage  rates 
rather  than  imputed  wage  rates  for  potential  participants'  regular  employment.  See 
David  Bet  son,  David  H,  Greenberg,  and  Richard  Kasten,  "A  Mtcrosimulatfon  Model 
for  Analyzing  Alternative  Welfare  Reform  Proposals.  An  Application  to  the  Pro- 
gram for  Better  Jobs  and  incomer  m  Robert  H.  Haveman  and  Kevin  HoJIcnbeck, 
eds.,  Mkrofctmemk  Simulation  Models  for  Public  Policy  Analysis  (Academic 
Press*  forthcoming ) , 

31.  These  are  the  characteristics  of  the  public  service  job  component  of  the 
nvtfare  reform  proposal  put  forth  by  the  Outer  administration  tn  1977,  It  h  esti- 
mated that  1,1  million  full-time  slots  m*dd  he  necessary  under  that  program, 

39.  See  Robert  Haveman  and  Eugene  Smolensky,  The  Progtwn  far  Better  Jobs 
6*4  Income:  An  Aneiysis  of  Costs  and  Distritwikxud  Effects,  prepared  for  the 
Joint  Economic  Committee;  95:2  (GPO,  1978),  p,  10,  Their  estimate  is  derived 
from  the  KGB  model, 

40.  As  Oreenberg  demonstrates,  at  father  wage  rates,  the  size  of  the  population 
deahing  to  participate  is  quite  sensitive  to  the  response  of  regular  employers  to  this 
terras*  hi  the  effective  wmmmm  wa^c  (since  be  assumes  they  wouM  have  to  pay 
at  least  the  program  wage  rate  to  retain  workers  eligible  for  the  program).  The 
freak  the  reduction  in  their  demand  for  low-wage  workers,  the  more  such  work- 
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Orccnbcrgs  estimates  broken  down  by  how  workers  who  wish  to  par- 
ticipate in  the  program  would  otherwise  be  occupied  suggest  what  the 
daptocement  of  labor  in  the  regular  sector  might  be.  The  proportion  of 
hours  of  labor  supplied  to  the  program  that  otherwise  would  have  been 
spent  in  regular  employment  rises  dramatically  with  the  wage  rate.  At 
52.0P  per  hour  it  is  fairly  small,  around  10  percent,  but  at  $3.50  it  might 
easily  be  50  percent  or  higher/1  These  estimates  arc  greatly  increased  in 
Greeitberg's  later  work:  under  a  program  with  a  five-week  waiting  period 
that  pays  no  more  than  10  percent  above  the  minimum  wage  and  is  re- 
stricted to  primary  earners  in  families  with  children,  as  much  as  half  of  the 
participants9  hours  of  work  otherwise  would  have  been  spent  in  regular 
employment  This  estimate  would  be  much  larger  for  broader  populations 
or  higher  wage  rates.  The  potential  of  structurally  oriented  public  em- 
ployment programs  to  displace  regular  employment  and  output  through 
the  labor  supply  side  thus  appears  to  be  considerable  if  program  wag£ 
rates  are  not  kept  quite  low,  and  the  opportunity  cost  of  the  program 
participants  could  be  quite  high. 

Value  of  Output 

Kemper  and  Moss  focus  on  the  value  of  the  output  of  subsidized  public 
employment  programs.  They  believe  this  is  important,  both  because  it 
is  likely  to  be  the  dominant  benefit  and  because  it  is  typically  the  most 
criticized  and  least  analyzed  aspect  of  such  programs.  They  make  the 
conceptual  distinction  between  the  issues  of  how  effectively  the  output 
is  produced-  productive  efficiency — and  how  useful  the  output  is— 
aUocative  efficiency.  Essentially  the  former  refers  to  the  productivity  (re- 


cti win  want  to  shift  from  regular  employ  mem  to  the  public  employment  program, 
Grseofecrg  assumes  this  employer  response  wifl  be  sensitive  fo  the  number  of 
workers  eligible  for  the  program  (that  is,  whether  the  potentially  eligible  cate- 
•drwof  workers  represent  a  small  or  large  proportion  of  all  towwage  workers,  and 
wfcrtber  the  funding  is  open-ended  or  limited  to  a  specific  number  of  slots).  For 
to  Nu*»n**wifc  families,  he  estimates  that,  as  the  wage  mom  from  $£00 
to  $3  00,  a  low  employer  response  might  only  doubts  the  number  of  desired  pur- 
Hciptnts,  whereas  a  high  employer  response  couM  raise  tt  about  sixfold 

41.  These  percentages  are  from  estimates  based  on  a  five-week  waiting  period 
s  forty-hour  week  "with  no  limit  on  length  of  slay.  Surprisingly,  this  proportion 
fc**  very  sensitive  to  the  length  of  the  wsttmg  period.  Although  a  longer  wailing 
Period  discourages  workers  from  attempting  to  become  eligible  if  they  couM  have 
rc*8**r  employment,  it  also  discourages  people  from  leaving  the  program  to  seek 
rH^f  employment  because  reentry  to  the  program  h  more  costly  to  them 
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source  cost  per  unit  of  output)  of  a  public  employment  program  as  com- 
*  *«d  to  alternative  suppliers  of  the  same  output,  and  the  latter  to  the 
value  of  the  program  output  relative  to  other  outputs  that  could  have  been 
produced  with  the  same  resources.  This  distinction,  they  argue,  facilitates 
Measurement  of  the  value  of  output,  clarifies  where  subjective  judgments 
enter  more  strongly  into  such  measurement  (in  particular  in  determining 
the  usefulness  of  the  output),  and  provides  a  more  disaggregated  look  at 
program  operations  which  can  better  inform  judgments  on  bow  to  im- 
prove them,"  * 

The  bask  message  of  the  Kcmpcr-Moss  paper  is  threefold:  achieving 
high  levels  of  productive  and  allocative  efficiency  would  be  difficult  in 
a  world  in  which  there  were  no  external  constraints  on  program  managers 
and  they  had  evciy  incentive  to  maximize  both;  the  incentives  ami  con- 
straints likely  to  be  faced  by  program  managers  are  not  likely  to  en- 
courage productive  and  allocative  efficiency;  and  there  is  likely  to  be 
some  conflict  between  the  goals  of  productive  and  allocative  efficiency 
and  increasing  the  postprogram  earnings  and  productivity  of  program 
participants. 

In  the  case  of  productive  efficiency,  Kemper  and  Moss  point  out  that 
the  skills  of  the  workers  on  whom  the  program  is  targeted  may  poorly 
match  the  skills  required  to  produce  the  output — at  least  as  the  produc- 
tion process  is  conventionally  organized.  The  very  existence  of  chronic 
low  wage*  and  unemployment  among  the  target  populations  suggests  that 
existing  producers  have  some  difficulty  utilizing  this  type  of  labor.  Simply 
imitating  their  methods  of  organizing  production  and  supervising  workers 
is  unlikely  to  improve  the  productivity  of  the  program  participants.  Con- 
siderable experimentation  may  be  necessary  to  discover  efficient  tech- 
niques. 

To  maximize  allocative  efficiency  the  challenge  is  to  identify  and  rectify 
market  failures  that  cause  output  to  fall  short  of  the  intrinsic  demand  for 
it.  The  failure  could  be  due  to  a  Monopolized  private  market,  or  a  politi- 
cal process  that  does  not  appropriately  register  its  constituents'  wishes. 
Correcting  such  market  failures  is*  no  easy  matter  either,  especially  in  ' 
the  absence  of  traditional  market  signals  for  output  demand. 

Thus,  according  to  Kemper  and  Moss,  under  the  best  of  circumstances, 

42,  At  the  most  perteral  level  this  distinction  ilium  mates  whether  there  are 
greater  gains  to  be  realised  from  experimenting  with  the  method  of  produakw  or 
even  the  participant  characteristic*,  or  from  altering  the  choke  of  what  is  produced 
and  bow  k  is  marketed. 


innovative  and  creative  management  techniques,  as  well  as  time,  prob- 
ably are  necessary  to  overcome  these  difficulties  and  promote  efficient 
choices  of  output  and  methods  of  production.  But,  they  argue,  program 
survival  and  expansion  may  not  depend  on  maximizing  efficiency  so 
.  much  as  on  avoiding  opposition  from  influential  groups  and  ensuring  a 
stable  source  of  funding.  And  these  latter  objectives  are  unlikely  to  pro- 
vide incentives  consistent  with  achieving  the  former."  If  the  credentials 
required  of  workers  are  in  excess  of  the  job  needs  in  certain  areas  of  the 
public  sector  (as  is  frequently  alleged),  regular  state  and  local  employees 
»re  unlikely  to  stand  by  while  services  similar  to  those  they  provide  are 
supplied  by  subsidized  workers  at  tower  wages.  If  an  industry  or  union 
io  the  private  sector  has  gained  a  monopoly  position,  it  will  adamantly 
oppose  a  lower  priced  expansion  under  pubsic  auspices  of  the  type  of 
output  it  provides.  In  general,  very  few  signals  and  feedback  mechanisms 
are  likely  to  exist  in  public  employment  programs,  and  those  that  do 
may  not  encourage  movement  in  the  direction  favored  by  society. 

Lessons  from  a  Dutch  Program 

The  cautionary  note  struck  by  Kemper  and  Moss  regarding  the  effi- 
ciency of  public  programs  targeted  on  workers  whose  productivity  is  tow 
is  strongly  reinforced  by  Havcman.  Using  data  gathered  for  this  purpose, 
and  supplementing  them  with  assumptions  that  bracket  the  likely  value 
of  variables  that  cannot  be  directly  measured,  Havcman  performs  a  cost- 
benefit  analysis  of  the  Dutch  Social  Employment  program.  His  calcula- 
tions yield  only  a  partial  net  social  benefit  (or  cost)  because  his  analysis 
excludes  the  variables  related  to  improved  social-psychological  wefl- 
hetng. 

Aggregating  over  all  155  projects  of  the  program,  Haveman's  analysis 
shows  a  partial  net  social  cost  for  1973  ranging  from  about  $1,000  to 
54,000  per  worker.  His  medium  estimate  is  $2,000  to  $2,400,  which  he 
indicates  would  translate  into  $3,200  to  $4,400  for  1977."  The  cost  is 
the  estimated  value  of  the  excess  of  the  lost  economic  output  over  the  eco- 
nomic gains  due  to  the  program  output  and  the  postprogram  productivity 
increases  of  participants.  It  does  not  include  wages  paid  to  participants, 
which  are  viewed  as  simple  transfers. 

dJ!L  i^man  *  P*pCr  COmjin*  evidence  of  such  conflicts  in  objective* 

wmmg  tnc  Depression. 

*4-  The  higher  figure  reflect*  increase*  in  program  costs  since  1973,  net  of  m- 
******  «vcn»e  in  projects  whose  output  h  sold. 
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These  rather  sizable  estimates  of  partial  net  social  cost  art  not  sur- 
prising in  light  of  Haveman**  appraisal — which  parallels  some  of  the 
concerns  raised  by  Kemper  and  Moss  to  a.  remarkable  degree — of  the 
program's  structure  and  performance.  The  program  provides  only  weak 
incentives  either  to  increase  revenues  from  the  sale  of  output  or  to  mini- 
mize costs.  Since  the  vast  bulk  of  the  final  bill  is  paid  by  the  national 
government,  local  program  managers  and  municipal  officials  perceive 
neither  rewards  for  reducing  costs  or  increasing  worker  productivity,  nor 
penalties  for  higher  costs  or  reduced  sales  revenues.  The  open-ended  and  t 
undefined  nature  of  the  tasks  that  may  be  performed  under  many  com- 
ponents of  the  program  and  the  lack  of  effective  control  in  the  growth  of 
these  components  have  led  to  considerable  fiscal  substitution  by  munici- 
palities. In  effect  much  of  the  cost  of  local  activities  has  been  shifted  to 
the  national  government*  Finally,  because  the  level  of  income  provided 
to  program  participants  compares  favorably  with  what  they  can  earn  in 
unsubsidized  employment,  the  flow  of  workers  out  of  the  program  is 
discouraged. 

Haveman  cautions  that  the  Dutch  Social  Employment  program  con- 
tains many  warnings  about  the  use  of  structurally  oriented  public  employ- 
ment programs  in  the  United  States.  In  particular  he  echoes  Kemper  and 
Moss's  view  that  serious  difficulties  in  the  design  and  operation  of  such 
programs  place  inherent  limitations  on  their  efficiency.  On  the  other  hand, 
Haveman's  disaggregated  cost-benefit  results  show  that  some  projects 
cm  do  reasonably  well  on  efficiency  grounds*  just  as  early  experience 
suggests  some  Supported  Work  projects  can  succeed."  This  means  that 
time  is  likely  to  be  considerable  room  for  improvement  among  those 
projects  that  are  faring  less  well,  which  reinforces  the  importance  of 
understanding  what  factors  relate  most  strongly  to  high  efficiency  so  that 
programs  can  be  designed  most  appropriately.  Thus,  along  with  Kemper 
and  Moss,  Haveman  emphasizes  the  crucial  importance  of  concentrating 
cm  the  financing  arrangements  and  general  incentive  structure  faced  by 
local  program  managers  to  insure  they  encourage  the  maximization  of 
net  social  benefits.  j 

45,  Sec  Stan  Muster*  and  other**  "Amjyph  of  Nine* Month  Interviews  for  Sup- 
ported Work:  Result*  of  an  Early  Sample"  (New  York:  Manpower  Demonstration 
fteacan*  Corp.,  1977;  preceded);  and  Rebecca  MaynanJ  **d  other*,  "Anafywf 
Of  KJne-Month  Interview*  for  Supported  Wbrfc;  Result*  d  an  Early  AFDC  Sample" 
(MmC  J977;  proccsaed). 
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In  addition,  he  Advocates  cartful  targeting  and  design  of  programs  to 
insure  that  participants  art  those  with  low  forgone  earnings  opportunities 
(opportunity  cost).  And  if  society  wishes  to  encourage  in  those  partici- 
pants greater  and  more  productive  work,  it  is  essential  that  income  from 
sstbad&ed  public  employment  be  significantly  above  what  workers  can 
receive  through  income  maintenance  programs  and  significantly  below 
what  they  would  receive  in  regular  employment  after  participating  in  the 
program.  The  first  condition  is  met  by  the  Dutch  Social  Employment 
program,  but  not  the  second. 

Public  Employment  Programs  versus  Cash  Transfers 

Lest  the  messages  of  the  Haveman  and  Kemper-Moss  papers  appear 
too  discouraging  about  the  micro  efficiency  of  public  employment  pro- 
grams, it  is  important  to  recall  the  terms  of  these  studies.  The.  negative 
partial  net  social  benefit  measured  by  Haveman  in  no  way  indicates  the 
programs  are  not  good  social  policy.  The  immeasurable,  primarily  non~ 
economic,  benefits  not  included  in  his  calculation  may  well  be  substan- 
tial enough  to  more  than  offset  the  negative  net  efficiency.  In  addition, 
income  redistribution  objectives,  if  met,  confer  benefits  on  society. 

There  are  many  indications  that  societies  would  prefer  to  provide 
jobs  rather  than  direct  income  support  for  those  portions  of  the  popu- 
lation who  are  able  to  work.  Programs  that  create  special  public  jobs 
can  be  viewed  as  a  special  form  of  in-kind  redistribution.  Providing  jobs 
rather  than  cash,  like  any  in-kind  transfer,  restricts  beneficiaries4  choices, 
and  particularly  circumscribes  the  possibility  of  their  using  transfer  in- 
come to  purchase  leisure.  Public  preference  for  jobs  programs  is  moti- 
vated at  least  in  part  by  a  desire  to  prevent  work  reductions.  If  this  pref- 
erence is  sufficiently  strong,  society  may,  in  fact,  be  willing  to  pay  some 
premium  in  terms  of  forgone  economic  output  to  satisfy  it. 

Furthermore,  many  of  the  intended  beneficiaries  also  might  prefer  a 
job  to  straight  cash  assistance  if  the  attendant  attitude  of  society  toward 
them  is  considerably  improved,  or  if  the  job  is  one  that  allows  them  to 
derive  greater  self-esteem.  Generally,  beneficiaries  are  assumed  to  prefer 
cash  to  in-kind  transfers  because  the  cash  gives  them  the  freedom  to 
choose  how  to  spend  their  money.  But  do  cash  transfers  enable  bene- 
ficiaries to  buy  a  job?  Perhaps  they  do,  because  the  alternative  source  of 
income  increases  their  ability  to  afford  to  work  for  tower  wage  rates.  But 
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to  the  extent  that  beneficiaries  measure  the  worth  of  a  job  in  part  in  terms 
of  dignity  and  pride  and  in  part  by  the  wage  rate,  this  is  not  very  helpful. 
It  may  be  preferable  from  the  beneficiaries'  point  of  view  to  merge  the 
cash  transfer  and  wage  payment.  Thus,  if  the  preferences  of  either  tax- 
payers or  beneficiaries,  or  both,  for  transfers  through  jobs  rather  than 
cash  are  strong  enough,  jobs  programs  may  be  more  efficient  than  cash 
even  if  the  former  entail  greater  social  costs. 

Finally,  in  cases  where  society  is  committed  to  providing  income  as- 
sistance of  some  type  to  certain  target  groups,  the  alternative  of  cash 
transfers  has  its  own  net  social  costs.  The  disincentive  to  work  fosters 
net  reductions  in  regular  employment  that  may  not  be  large  for  most  of 
the  target  groups  of  structurally  oriented  public  employment  programs 
(since  the  presumption  is  that  their  alternative  opportunities  for  work 
were  quite  limited) ,  however,  in  combination  with  administrative  costs, 
their  contribution  to  social  costs  may  well  be  10  percent  to  !  5  percent  of 
the  monetary  costs  of  the  transfer  program,44  Thus,  the  appropriate  com- 
parison in  such  cases  for  public  employment  programs  is  not  with  a  policy 
of  doing  nothing,  but  with  an  alternative  that  is  also  likely  to  have  signifi- 
cant effects  on  economic  output47 


FoBcy  Implications 

What  uses  ought  to  be  made  of  policies  for  creating  jobs  in  the  future 
and  how  should  they  be  designed?  Clearly  the  conference  papers  reviewed 
here  have  only  made  a  beginning  in  presenting  fundamental  information 
and  analytical  detail  on  which  to  base  policy.  Since  value  judgments  often 
are  crucial  in  determining  the  desirability  of  job  creating  relative  to  alter- 
native policies,  conclusions  ought  to  be  approached  cautiously.  Never- 
theless, the  already  extensive  use  of  public  employment  and  wage  sub- 
sidies, and  the  strong  and  immediate  interest  among  policymakers  in 

46*  This  estimate  is  bated  on  the  assumption  that  admin btrattve  costs  of  cash 
transfer  programs  are  3-10  percent  of  total  traders,  and  the  wit  disincentive 
effect  10-15  percent  applied  to  a  base  of  regular  employment  earmttf*  equivalent 
to  one-third  of  full  time  mmimtwn  waft  employment 

47.  This  does  not  in  any  way  imply  that  public  employment  programs  are  ncccs- 
aarSy  the  preferred  alternative  to  straight  cash  assistance.  Other  policy  measure*  » 
so  promote  regular  employment  opportunities  may  he  more  efficient  and  therefore 
preferred. 


jfERJC — 

J..   „  . ...    ; :  . 


■-T9UI 


708 


tapering  and  possibly  expanding  tbeir  use,  make  it  imperative  that  these 
questions  be  addressed.  The  papers  in  this  volume  are  quite  helpful  for 


CottntfrcycUcaiPoUcy 

Dining  periods  of  high  unemployment,  any  expansionary  focal  policy 
is  Bwry  to  yield  strong  economic  benefits  on  balance.  However,  although 
they  have  some  merits,  the  case  for  the  use  of  public  employment  pro- 
-  $&m*or wage  subsidies  for  countercyclical  purposes  in  preference  to 
other  maaoeconomic  policies  is  not  strong. 

The  primary  advantage  of  public  employment  programs  is  the  poten- 
tial for  targeting  the  jobs  directly  created  by  the  additional  stimulus.  This, 
m  turn,  could  help  disadvantaged  workers  or  regions  to  ptrtfesputt  more 
fufiy  in  the  economic  recovery  and  may  exert  tees  inflationary  pressure 
than  alternative  fiscal  stimuli  of  comparable  magnitude.  Public  employ, 
meat  programs  may  also  have  a  greater  employment  impact  per  tempo- 
rary dollar  increase  in  the  federal  deficit  But  both  effects  are  likely  to  be 
quite  modest  if  state  and  local  governments  are  the  administering  agents 
because  there  are  strong  incentives  for  such  governments  to  choose  the 
most  qualified  applicants  from  among  the  eligible  population  and  to  use 
the  federal  funds  to  underwrite  activities  they  otherwise  would  have ' 
undertaken  whh  unrestricted  funds,** 

Ob  the  negative  side,  the  timing  and  efficiency  of  public  employment 
programs  intended  for  countercyclical  purposes  appear  to  be  less  favor- 
able than  alternative  fiscal  stimuli  that  emphasize  expansion  of  the  private 
and  regular  public  sectors.  Rapid  implementation  is  possible,  but  may 
come  at  some  expense  to  targeting  on  the  disadvantaged  and  avoiding 
Sscal  substitution.  (It  is  more  difficult  to  design  and  implement  special 
projects  than  to  expand  employment  already  being  performed.)  And  the 
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timely  phasing  down  of  countercyclical  public  employment  programs  is 
politically  difficult  Similarly,  such  programs  appear  unlikely  to  provide 
additional  output  that  would  be  valued  as  highly  by  society  as  the  out- 
put that  would  result  from  an  expansion  of  the  regular  public  and  private 
sectors  of  the  economy,  since  the  former  is  subjected  to  neither  regular 
market  or  political  tests.  And  while  in  theory  public  employment  might 
have  a  training  effect  that  could  raise  the  postprogram  productivity  of 
the  working  population  beyond  what  an  equivalent  expansion  of  the  regu- 
lar sectors  of  the  economy  would,  there  is  no  evidence  that  this  would 
-happen^norshoutd  it  be  expected  of  temporary  programs  that  must  be- 
rapidly  implemented  and  subsequently  phased  out* 

It  has  been  argued  that  the  very  large  public  service  employment  grants 
made  in  the  mid-1970s  have  been  a  critical  source  of  revenue  and  em- 
ployment support  for  many  cities  during  the  remit  economic* recession 
and  recovery.  However,  given  the  relative  size,  cyclical  stability,  and  skill 
distribution  of  public-sector  employment,  it  is  not  clear  that  it  should 
receive  a  higher  priority  than  the  expansion  of  employment  in  the  private 
sector  during  a  recession*  And  to  (he  extent  that  it  is  desired  to  provide 
a  federal  subsidy  for  state  and  local  activities,  general  revenue  sharing 
grants  or  employer  wage  subsidies  may  have  more' desirable  character- 
istics than  public  service  employipent  programs. 

It  is  also  difficult  to  make  a  strong  a  priori  case  for  preferring  employer 
wage  subsidies  for  countercyclical  purposes  to  more  conventional  macro- 
economic  policies.  However,  such  subsidies  do  have  some  appealing  char- 
acteristics that  suggest  they  should  be  given  greater  consideration,  par- 
ticularly as  an  alternative  to  public  employment  programs  if  direct  job 
creating  policies  are  to  be  favored  over  more  indirect  stimulative  mea- 
sures. This  applies  to  their  use  for  regular  public  as  well  as  private-sector 
employment 

The  evidence  suggests  that  wage  subsidies  or  tax  credits  could  have  as 
large  an  employment  effect  as  public  employment  programs  per  dollar 
increase  in  the  deficit*  They  also  can  be  structured  to  favor  low-skilled 
workers.  They  may  be  more  economically  efficient  than  public  employ- 
ment programs  because  the  jobs  directly  created  are  in  regular  sectors 
of  the  economy,  and  the  output  therefore  sublet  to  conventional  tests 
of  consumer  demand.  Ami,  since  the  jobs  are  regular  ones,  the  problem 
of  transition  from  specially  created  public  jobs  is  avoided.  Finally,  general 
wife  subsidies  have  the  advantages  of  directly  lowering  labor  costs  to 
private  employers,  which  should  lead  to  lower  product  prices  and  infla- 
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two,  of  offering  flexibility  in  the  degree  of  the  subsidy,  and  (perhaps)  of 
t^ing  easier  to  phase  out. 

< 

Structural  Policy 

The  usefulness  of  direct  job  creating  policies  for  structural  rather  than 
t  countercyclical  purposes  appears  more  promising.  This  is  largely  due  to 
'  the  lack  of  sufficiently  effective  alternative  structural  policies,  whereas 
other  countercyclical  macrocconomic  policies  than  jobs  programs  have 
K  proven  quite  effective.  However,  considerable  modesty  about  both  the 
current  state  of  knowledge  and  expertise  regarding  their  use  and  their 
likely  ultimate  potential  is  in  order 

If  certain  conditions  are  met,  direct  job  creating  policies  can  permit 
continued  expansion  of  employment  at  relatively  full  employment  levels 
with  less  long-run  inflationary  pressure  than  conventional  fiscal  policies. 
Appropriate  targeting  is  necessary  but  not  Sufficient.  In  addition,  the  dis- 
proportionately high  unemployment  rates  among  certain  groups  of  work- 
en  must  be  due  to  particular  kinds  of  rigidities  in  wage  determination  and 
wage  adjustment  processes.  Since  these  are  currently  issues  of  consider- 
able uncertainty  and  dispute,  the  extent  to  which  the  inflationary  conse- 
quences of  direct  job  creating  policies  are  superior  to  those  of  other 
expansionary  policies  is  a  speculative  matter  However,  their  potential  is 
clearly  greatest  if  they  are  narrowly  targeted  and  carefully  designed.  The 
more  they  are  restricted  to  workers  with  the  poorest  regular  employment 
opportunities,  and  the  lower  the  wage  paid  in  public  employment  pro-, 
grams,  the  better  their  prospects  for  minimizing  inflationary  pressures. 
Even  higher  employment  among  workers  in  the  target  group  may  be 
ptrti*?ly  at  the  expense  of  higher  unemployment  among  other  workers. 

Public  employment  and  employer  subsidy  programs  also  can  help  to 
insure  minimally  adequate  incomes  to  families  with  workers.  The  target- 
ing requirements  for  this  purpose  are  likely  to  overlap  considerably  with 
those  for  the  objective  of  increasing  employment  with  minimal  inflation* 
*ry  pressure.  When  the  primary  objective  is  distributional,  a  jobs  program 
that  has  the  disadvantage  of  reducing  gross  national  product  over  the 
long  run  may  nevertheless  be  desirable,  if  its  economic  efficiency  com- 
pares  favorably  with  direct  cash  assistance  programs  or  if  a  high  premium 
»  placed  on  providing  assistance  through  jobs  rather  than  cash,  la  fact, 
if  taxpayers  are  willing  to  pay  more  to  provide  aid  to  those  expected 
to  work  through  subsidized  jobs  rather  than  direct  cash  assistance,  and 

t. 
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the  former  is  mote  costly,  it  it  almost  certain  that  some  combination  of 
cash  and  jobs  is  optimal." 

Although  structurally  oriented  job  creating  programs  do  not  have  to 
promote  economic  efficiency  to  be  desirable,  the  degree  to  which  they 
.  do  should  influence  the  extent  of  their  use,  and  the  maximization  of  their 
economic  efficiency  should  be  a  principal  policy  objective.  Little  is  known 
about  the  economic  efficiency  of  narrowly  targeted  public  employment  . 
and  wage  subsidy  programs,  largely  because  the  experience  with  them 
has  been  extremely  limited  and  not  subject  to  rigorous  scrutiny.  What  is 
known  suggests  that  they  have  potential,  but  that  it  is  difficult  for  them 
to  be  efficient. 

In  the  case  of  wage  subsidies  the  main  problem  is  to  induce  employers 
to  hire  and  train  workers  with  characteristics  other  than  those  of  their 
usual  entployees.  Once  this  is  successfully  accomplished,  one  can  be 
reasonably  hopeful  about  the  outcome  since  the  output  will  be  meeting 
the  market  test  and  the  workers  will  have  learned  a  salable  skill  while  in 
the  regular  labor  market  In  the  case  of  public  employment  programs, 
it  should  be  easier  to  provide  jobs  for  the  desired  target  groups.  How- 
ever, deciding  what  to  produce  amf  iow  to  produce  and  market  the  output 
is  difficult,  as  is  helping  workers  m»\e  the  transition  to  regular  employ- 
ment Furthermore,  the  incentive  structure  faced  by  managers  of  public 
employment  programs  is  unlikely  to  lead  them  to  place  much  weight  on 
achieving  economic  efficiency. 

For  these  reasons,  policymakers  should  proceed  cautiously.  The  in- 
herent limitations  of  job  creating  programs  probably  will  preclude  their 
ever  becoming  a  panacea  for  structural  unemployment,  but  they  may  be 
able  to  play  a  sizable  constructive  role  for  particular  groups  of  workers. 
(Given  the  severity  of  structural  unemployment  among  many  groups  in 
the  population,  considerable  experimentation  with  policies  with  any 
promise  is  worthwhile.)  Wage  subsidies  might  be  more  advantageously 
focused  on  the  more  employable  members  of  disadvantaged  target  groups, 
with  public  employment  programs  reserved  for  those  who  are  most  diffi- 
cult to  employ.  In  the  latter  case,  though,  considerable  thought  has  to 

50,  Bcgtaniof  with  a  pore  cash  program/  taxpayer*  would  be  wtfling  to  tp**H 
a  bit  more  fo  provide  additional  aid  through  jobs  and  less  through  cash.  With 
Water  fundi  mutable  it  should  be  poat&te  to  design  a  combination  income  and 
Jobs  program  that  would  improve  (be  jvttt-befa*  of  beneftriarks  For  further  de- 
velopment of  tfus  argument  see  Irwte  Garflnket,  "ft  In-kind  Redistribution  Effi- 
ekntr  QmrteHy  Journal  of  Economics,  vol.  17  (May  1973),  pp.  320-30. 


711 


707 


*********  design  of  t^ulatton^and  funding  procedures  to  provide 
an  appropriate  incentive  structure  for  program  operators.  ** 

p90ftWH  DfSigft 

* 

The  design  and  operational  requirements  of  countercyclical*/  and 
*roctwally  oriented  job  creating  policies  are  quite  different  and,  ideally, 
ought  to  be  pursued  through  different  program  structures.  Trying  To  ac- 
axnptish  both  types  of  objectives  within  a  common  framework  win 
promise  both. 

Table  1  lists  the  desirable  design  features  of  public  employment  pro- 
grams. If  such  programs  are  going  to  be  administered  through  state  and 
local  governments  for  countercyclical  purposes,  their  eligibility,  criteria 
ought  lot*  fairly  broad,  and  state  and  local  governments  should  not  be 
restricted  to  special  projects."  Even  though  these  conditions  encourage 
fecal  substitution,  they  are  important  to  facilitate  rapid  implementation 
and  die  provision  of  highly  valued  output.  (Since  the  program  is  to  be . 
temporary,  the  degree  of  fiscal  substitution  will  be  limited.)  The  wage 
rate  is  not  crucial  from  the  point  of  view  of  displacing  regular  employ- 
ment because  of  the  assumed  widespread  cyclical  unemployment 

In  contrast,  for  structural  programs,  quite  restrictive  eligibility  criteria 
are  appropriate,  as  are  low  wage  rates,  in  order  to  insure  participation 
of  workers  with  lower  opportunity  costs.  These  also  may  be  favored  on 
dntribotionat  grounds  since  they  reserve  the  jobs  for  the  most  needy 
and,  within  a  fixed  appropriation  level,  reach  the  greatest  number  of 
workers.  Emphasis  on  special  projects  win  be  necessary  since  the  nature 
of  the  work  generally  will  have  to  be  tailored  to  meet  (he  characteristics 
and  needs  of  particular  target  groups  and  because  the  relatively  perma- 
sent  funding  and  assumed  high  employment  rate  make  fiscal  substitu- 
tive and  other  forms  of  displacement  more  severe*  problems. ' 

Although  wages  at  or  very  near  the  minimum' are  desirable  on  some 

m  gl-AWwnt*  the  KmmfUammt  Hat&mai  papers  tu»1u«Mad  thai  proMem, 
•••red  no  potter  prescription*.  This  ought  to  be  »  friority  araa  for  fetwr  e 


«.  Tas  does  not  maw  there  should  be  no  attempt  to  restrict  riifftrfhty  to  the  j[ 

v*PMt.  only  tint  tbe  restrict  ions  shook!  not  interfere  with  the  desired  implements-  ^ 

tatiiftidirit  or  jeopardize  the  ebtHty  of  stale  and  local  pmrumctrts  to  pnwtfa  '% 

y         adduwna!  services.  In  fuel  is  *oofd  be  desirable  for  suite  and  local  - 
mmmmm  fc>  fern-  a  set  of  weft-designed  projects  that  carf  be  rapidly  impk- 

SMttad  aftting  on  the  shelf  awaitinf4be  next  recession.  '?, 
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Gmmtmcpctoal  cr&trh  Stmcmml  criteria 

T^Smfl^ieaf^y  l^SOdSa^^  ^vjtb  level  ^aryia^J  F^UJ^JMmOJt  fiff^^ff^^^ 

iawdy  aad  raptfy  wi&  igpTgifc 


j  satfcarmg  from  I 


J^Raa^l  cai^s^^a^s  ^ja  t^^c  uocn^pioj^sd  ^fcanno^v  taj^scta^s  on  tliosc  ^vtfh  ipoor 

croptoyincot  prospects  even  in  a  high 


Emphasis  on  MgMy  valued  output  Emphasis  on  nckvaac*  of  work  ex- 

perience to  Kguter  employment 


Employment  of  a  type  that  can  be  Employment  io  cattfttUy  designed, 

promptly  and  effectively  phaml  Ions-term  pi  191911s* 
in  and  out 

Wife  rates  that  can  be  as  N§h  as  Wife  talcs  close  to  mMmum  waft 


Tfa^  ommmmM  of  fwowcy  c^oowo^od  Cor  mJ»  por  poo*  mipHi  vary  wwrnMi  wMi  epe  om»fi  rate  of  •mem' 


_  fkr  fc^CTi  in  otfoiivHy  tow»oowwptoyMcm  orow  tfecw  ip  tffecfy  to  oo  ppittr  ffjitctvrai  o**rjwoloyf»citt+ 
Yfcr  ft&ocstfan  fawwh  be  wMjfeojd  bv  favor  of  mms  *frt»  hiph  uHonpfoyiticfit  ratcf  (jmIjimmI  for 
ifa*  of  Ubor  fore). 

c.  stMNMjn  mpm  Of  KMWt  of  |WUQ|MMMs  M  fsfupnMM  flWMtu  Dc  ttstfKWat  eottttatnssnc  onvr  Vn 

fl^^  ^^^^^^^^  ^ ^  ^^^^^^^^^^^^^  ^ ^ -    J^^^^  ^^^^^^^^  ^  -        ^  ^   *  —   a  t  *  —  ^4   .^^T^^^^^^^ 

w  ■mci  w  anpi  mr  tffvpvciwm  BfvfBcv*  M7  mm  mi  m  lovccn  to  i« rnvni ir  n  0107  prove  dvocrnv. 


groomb  Hi  st ructttra)  public  employment  programs,  they  can  present 
difficulties.  In  many  locales  such  wages  are  well  below  those  of  the  lowest 
paid  jobs  in  the  regular  public  sector.  Consequently,  the  program  jobs 
coutd  either  become  dead-end  with  no  relevance  to  regular  employment 
or  undermine  standards  in  the  public  sector.  In  any  event,  the  creation 
of  a  very  large  number  of  public  employment  jobs  at  a  subsidized  mini- 
mum wage  raises  the  spectre  of  a  stigmatized  second-class  work  force 
being  permanently  MwarehousecT  in  the  public  sector.  Thus,  the  setting 
of  the  wage  rate  structure  for  public  employment  programs  presents  a 
severe  ditamra.  It  can  be  sidestepped  partially  if  structural  programs 
are  not  very  large,  even  though  they  pay  prevailing  wage  rates.  Eligibility 
criteria  could  be  relied  on  heavily  to  insure  narrow  targeting  on  those 
with  die  lowest  opportunity  costs  and  tenure  in  the  program  could  be 
Hmhed  to  force  participants  to  search  for  regular  employment,** 

53.  This  resolution  obviously  would  not  be  available  K 'public  employment  pro- 
grams were  ever  used  Co  estaMMi  a  job  fasfantce  as  envisioned  under  early 
of  the  Humphrey *Htwkins  bill,  hi  such  a  case  cither  mini  mum  (or  even 
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The  distinction  between  countercyclical  and  structural  policies  also 
has  faupBcatiom  for  the  design  of  employer  wage  subsidies  or  of  em- 
ployment tax  credits.  In  both  cases  it  is  impr  rtant  to  minimize  (consis- 
tent with  other  objectives)  the  reporting  req»  irements  and  other  red  tape 
asaodated  with  the  subsidy.  A  subsidy  with  countercyclical  objectives 
should  be  temporary,  also  varying  in  size  inversely  with  the  aggregate 
unemployment  rate.  Its  precise  structure  should  depend  on  estimates  of 
employers'  demand  response;  however,  given  the  desire  to  maximize  the 
net  employment  effect  per  dollar  increase  in  the  deficit,  the  subsidy  should 
be  marginal.  It  is  probably  desirable  to  apply  it  to  a  base  of  significantly 
less  than  100  percent  of  employers'  prior-year  employment.  This  will 
provide  greater  certainty  to  the  aggregate  amount  of  the  subsidy  and  in- 
sane that  all  marginal  employment  of  declining  as  well  as  growing  cm- 
plover  is  eligible.'4  Finally,  within  these  constraints,  eligibility  should 
be  extended  to  alt  jobs;  but  if  low-wage  workers  are  to  be  favored,  the 
subsidy  should  be  either  a  fixed  dollar  per  hour  of  work  or  a  percentage 
of  wages. 

On  the  other  hand,  eligibility  for  structurally  oriented  employer  sub- 
sidies should  be  restricted  to  workers  being  hired  from  appropriate  target 
groups.  The  availability  of  the  subsidy  to  employers  should  be  relatively 
permanent,  but  its  applicability  to  given  employees  should  be  gradually 
phased  oat  It  is  also  tempting  to  apply  such  a  categorical  subsidy  to  only 
marginal  employment — defined  either  in  terms  of  an  employer's  total 
work  force  or  as  only  those  members  of  a  target  group.  Both  limitations 
have  drawbacks,  however.  The  administrative  requirements  of  defining 
the  base  relative  to  a  target  group  can  easily  become  prohibitive.  And  in 
addrtoa  to  complicating  program  administration,  defining  die  base  rela- 
tive to  the  employer's  total  labor  force  unduly  restricts  the  opportunities 
•  r  substituting  subsidized  for  nonsubsidized  workers.  While  the  potential 
for  such  substitution  presents  a  political  obstacle  to  categorical  wage 
subsidies,  it  is  a  desired  outcome  from  the  point  of  view  of  structural 
objectives. M 


**arfu*a«UM)  warns  would  have  to  be  paid  in  the  program  or  the  long-run  effect* 
oa  jalapou  would  be  no  different  than  if  conventional  macrocconomic  policies 
wwe  mtad  to  push  the  unemployment  rate  down. 

54.  Upper  Umtu  on  (be  amount  of  subsidy  a  firm  can  receive,  such  as  the 
1100,000  timti  on  the  1977  ooptovownt  tax  credit,  can  severely  restrict  ks  cftec- 
«*  «  countercyclical  tool.  They  should  be  set  very  high  or  be  omitted. 
fnwMions  should  be  included  that  preclude  the  firing  or  laying  off  of  non- 
satakliaed  workers  so  that  they  can  be  replaced  by  subsidized  workers,  of  course, 
■at  with  natural  attrition,  H  is  desirable  to  affect  employers'  infranmrgmaf  hiring 
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Conclusion 

More  research  is  needed  on  most  erf  the  issues  raised  in  this  paper. 
However,  a  great  deal  of  the  necessary  understanding  of  the  consequences 
of  job  creating  policies — particularly  ones  with  structural  objectives — 
am  best  be  obtained  through  a  learaing~by~doing  process  with  careful 
monitoring  and  analysts  of  a  host  of  planned  and  natural  variations. 
Several  useful  experimental  public  employment  efforts  are  under  way  but 
there  is  little  relating  to  employer  subsidies.*9 

Both  public  employment  programs  and  wage  subsidies  have  significant 
advantages  and  disadvantages  for  dealing  with  structural  unemployment 
Until  more  is  learned  about  them,  the  scale  on  which  they  eventually 
might  operate  effectively  is  highly  uncertain.  There  appears  to  be  no 
general  reason  to  greatly  prefer  one  approach  over  the  other  (although 
one  may  have  mem  potential  effectiveness  than  die  other  for  particular 
target  groups).  Current  policies  in  the  United  States  heavily  favor  public 
employment  programs.57  A  more  balanced  approach,  with  wage  subsidies 
applicable  to  regular  public  as  well  as  private  employment,  is  likely  to  be 
more  fruitful 


decisions  as  well  as  their  extramarginal  decisions.  If  the  policy  is  effective  in  shift- 
ing the  Phillips  curve,  nonsubsidized  workers  would  suffer  little  or  no  overall  reduc- 
tion in  employment  since  more  expansionary  macroeconomic  policies  couM  be 
pursued. 

5&  Experimental  public  employment  activities  in  die  United  Slates  include  the 
Supported  Work  demonstrations  that  are  the  topic  of  the  Kemper- Moss  paper  and 
several  demonstrations  instituted  under  the  Youth  Employment  and  Demonstration 
Projects  Act  of  1977,  The  Department  of  Labor  is  designing  a  number  of  welfare 
reform  demonstrations, 

57.  This  heavy  emphasis  on  public  employment  programs  may  reflect  their 
political  attractiveness  more  than  the  belief  that  they  are  actually  more  effective 
than  wage  subsidies.  The  visibility  of  the  jobs  created  works  in  favor  of  such  a  pro- 
gram* as  does  the  pressure  from  state  and  local  government  for  more  federal 
assistance,  as  well  as  the  concern  that  wage  subsidies  will  add  to  the  profits  of 
private  Arms, 
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If  Jobs  Programs  Don't  Work, 
Why  All  the  Clamor  in  Congress? 


One  answer  politics.  Members  of  Congress  want  to  prove  they  care  about  the  1 2 
miHkH)  unemployed,  although  they  may  not  reach  an  agreement  on  an  approach. 
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roaen  bating,  Io  Hiflktiwiwry  preuure*  of 
the  bee  It**  "  *3*w  fc>«  *•  ;/d  i 

Cfenpw,  wko  »  chairman  of  the  GOf;> 
Hom»  Wedflftday  Grasp,  tangled  *rth 
Hum  ChMMCVMi  «*bo  «ere  pwlnnf  a 
m^i^^d|(0#Hk^e^  pnWic  wnt ki  packa^t 


♦n  (he  Jame-d#ik  xsshw  of  the  9ith  Coo- 
|revi 

Wfket}  the  4usi  >etiKd.  t  arngftu  had 
jpponed  i  NH»  *ear*y  wfca^e  irt 
the  federaJ  faM^fK  ia»  to  fiaatfce  h«fk- 
wa*.  krvdfe  and  ttiimi  »ork.  a  profram 
that  *a*  hacked  h>  Home  Drmocratjc 
and  Senate  Republican  leaden  and  by 
the  Reagan  AdmmrM ration  Bvt  the 
fknwcrju'  puWtc  +o<ks  plan,  tacked 
omo  a  tom»m»m|  ^pendtnj  rcwJatKm 
that  wa&  approved  m  the  How«e  tn  ihe 
narrow  vote  of  200.  »at  o^ickl> 
dropped  in  conferenee  »tfh  »he  Senate 
ondef  the  threat  of  a  *c*o  by  Prewdent 
Reafan 

The  debate  o»cr  |ob*  ker*Jathm  t* 
about  to  rewmc  Wah  I  2  millnwT  ^nten 
cam  fitted  a»  ynetnoJoyed  the  *>Kih  t  on 
ffeu  will  be  fookina  for  »a>*  io  kf  idatc 
vjrnc  of  (he  >oMct»  Uick  to  work  and  will 
be  jryvrnf  ow  the  opt*** 

Senate  Mtfomy  leader  M  »ard  H 
Aaker  fr.  RTcnn.  ind  Muu^e  Speaker 
Thoma*  P  O'NctH  ft.  P^\fav>  ,  have 
*^f*Cd  high  pftunty  io  job*  kfttiatiua 
in  the  new  €'onyre>«  St*t  it'*  u%t  *oon  (o 
ta>  whether  the  Repw^'nctiniriilted 
Senate  and  Dernovfaftt^omMkd  Hl***c 
be  able  f»r  rej^h  quai  jerrtrfnent  ^ 
a  /otH  plan  Jftd  M  <•*  the  W  hue  House 
»be<hcr  Reagan  n  ill  be  able  tt  ,ieer 
<  *mjre>*  a*a*  IV.kti  .-jth  j  uwfK 

tmttftf  rhe  r^viWii »c>  beinf  studied 
on  Cap<toJ  H»U  are  re*4fnped  pttbt* 
»ork«  and  p*W»c  *er>H.e  fob*  pA>»rafm 
*«ck  a*  fhtx  thai  »ere  tried  and  Uter 
found  warning   dunu*  the 

f-ven  fhtne  »ho  promote  wvh  plana 
concede  that  pa*t  efTort^  ncre  iii»ed 
Suppofler*  My  athet  jrr  nu<  id^catrrtf 
****  another  fcaf-rafctne  e«ri*aean/a  at 
po  Wtc  c % pcfnc  4n  aroe  to  i  Hu«i«e  Dem- 
ocratic leader  said  the  *.rn<na  for  jr« 
|ob»  kgt*latPon  «ttovtd  be  It »  eoi  to  be 
be W> able  It'*  §m  to  be  tcHjbfc  l<  -  e>^ 
to  be  Mofkuhle  " 


"You  hj»c  a  kx  of  people  frupwj," 
widSierenf  Hof nvn.  (nccnifve  director 
of  the  Wednesday  l/rovp  "They  nam  » 
program  that's  foang  to  put  mono  into 
ihe  »is4em  ^wktKU  and  create  »ob» 
^tucMv''  he  wud.  bet  no  one  hjs  come  up 
nnh  the  rtfhf  form«ia  yet  ~We  don  t 
ha*e  afl»  mafteal  an»wen  either  " 

The  f  DA.  mcartwhik.  »t«  intiftu- 
tN«al  Oeath  Row  a>  the  4dmtn>«r*lion. 
whtch  fM>  repeatedly  tried  to  re»md  ike 
jgencyS  bttdfet.  tu»  delayed  the  (Vm  of 
money  *nk>  n  A  4puke*wum*n  for  the 
apency  said  n  baa  not  >et  recerved  its 
apponionment  of  r«mds  /rom  the  Office 
of  Management  <*nd  Rwrfgel  under  tbe 
cwrren*  omnpw*  spending  reioi«t*oft 
Thjf  resolution  kept  the  FDA  budget  at  a 
»earl»  spending  authontt  of  4  rtnf- 
Ikni 

i  ortarrvs^prtal  budget  watcher*  uid 
the  \dmimsirai*on\  delay  of  MM  fund* 
pfi>J\a^h  *4s  4  prelude  to  another  mcrv 
s*»k»  rc«jucst  »ft  the  hwal  19M  budget 
me^*age 

<  ■mgnpsa  tu>  *ia»ed  the  ^geoc>  \  e*e- 
iulron  in  the  pjvi  and  ft  bkety  to  do  «w 

iftiin  "It  has  ^.yrnscd  because  Congress 
»».imcd  «» to  survjse.  said  t  Imger  noting 
fh.tt  when  he  »»js  jt  the  agenc*  there 
ni;_4.iiftnT>if«  Kjrt  to  all  pni|e%1  grants 
fftev  were  tfujvs  jnnounved  bs  tbe 
Member  A  <  jna revs  ic  «  hose  district  the 

pTtiKst  •  J*  sftojlvd 

W  HY  POTHER  T 

doc*  Ciergre?*  keep  tinkering 
»uh  bilb  de«ptie  comment ly  hard) 
kniuAucs  imm  supposedly  nevtraf 
corner*  js  the  t  SO' 

I  *u*pe*i  that  the  antner  *  puttier  ' 
*jid  .1  ft-rmer  H<«se  IVmocrat.  a  mtdoV 
uf  ihe-ruod  pant  knjlrvt  who  did  not 
wish  it i  be  jdentibcd  lie  sard  congro 
**uul  r>n>ocr4t»  ha*e  goiten  a  "Imimg 
edu»aiHm"  in  revert!  tear%  abovt  the  dnn- 
«fcfs    »f  defK<t  •pending  jnd  are  «Yff 


Reproduced  with  ttte  peraitfsioa  of  chc  tMeiorutl  Jmim^l , 
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atfwv  uf  (be  bu*M  m  prtfaJK  uf  *ob»  P*o- 
frvnv  Pm  the  HhkoJ  appeal  of  thoe 
peuffaam  ne«tuMA»  urung.  he  wnI,  and 
tabor  tNMMt  ttr*  to  (fee  purl) 

Af*  WtWWliliy  fWt'Df  fuf  potaafe  of 

Jwfrn  M  Atbenine.  pmnJem  ol  the 
Vnerxon  Buunevt  Conference  and  4  fa- 
ttier JimM  EtoOorriK.  Committee  vUffcr, 
u*4  jut*  t*p*aW»  are  deepH  flawed 
m  evunumK  terms  b*rt  t*Ter  the  pcuenrve 
of  r**H*caJ  sh%idemf*  r  *  heir  %«ppurter% 

"Tnere\  nuthtnf  ianetWe  about  a  tat 
credtf."  vi td  Vbenov  Dot  there  r*  4 
jttrui  deal  urtyibte  4*  f4r  4w(  g«frc**- 
mjo  r>  ivneerned  abuut  j  tinny  new  firr 

«l4tM*  " 

\a  4nk  t«>  4  »wihe'n  Pcm.vr.itM  Sen- 
ator hhik  i^vtA.'  *»ilh  (his  *Nf».  «Jtlftg  |fcy|t 

while  Member*  «rf  i  .*n*fe*t  w.«uW  nalu- 
'fjfU  »eku«me  4  no»  p**i  -erne  'f  jnnof> 
Mt  thtif  iliitfKl*  4«d  jrc  oire  (it  ittcmj  the 
dedtvjli-n  vefcrrhrrn  trv«yren|  1  ntcrc %l 
m  pwtHK  worli%  .ir  publ*  xrnvf 
Jefniation  ifwo  nMPnU  >m\  %H  sheer  >Vv 
per  Mnm  about  I  he  sUlc  uf  the  cvonumv 
|-*en  alumina  that  -ill  the  iniieitfmuf 
jotH pfugrams  nut  be  »jIhJ  he  njmJ.  the} 
4!  least  »uuld  pal  wme  peupJe  baek  to 
*»*rk  ~%o*»'»e  put  1 2  mill***  petipte  u». 
<mj^>n), '  he  slid  'Htut  %  *o«r  alter 
name1 " 

(Hiring  debate  00  ihv  IVdm* 

Cfaftf  H>b>  fX*wKj/K  m  Uc^emher  Rep 
C/euryc  Milter,  CM  alif  .  fe*f*mdc<J  to 
<iOP  critic*  thi*  «»4*  "Sttvc  this  \dmm- 
iMrai*j«i  entered  »f#ftcc  two  %cjf%  '*>'**fih 


the  promt**  of  economic  rejuvenation  re- 
sult tag  I  rum  rwwtx  la*  cut*  (or  tbc 
»cjrtb>.  the  u/wnpknmem  fMt  fu» 
rudktM      He  41T  *i«t|  tofcrrif  t*»r  the 
hrvt      treated  by  ilut  po*M»  " 

MUkr  4f  piicd  that  a  made  more  tense 
to  hrvjJKC  federal  jot*  thjo  to  pyv  add)- 
thmal  urwfTtrA.nment  tffMiranee  Of  t»el 
fare  benefit*  to  th*>%c  «*no  umut  ftnd 

"Thi>  biH  r*  j  v^rul  to  thi^  country" 
Vfrlfer  Mid.  "that  hc  jrc  tn  a  ft»lf  bl*mn 
cfiKTfdK).  that  hc  hj*e  {2  miii^fi  ^tb- 
.^m  reupW  «*ho  are-  »,ilking  (he  >treet^ 
He  have  moderrt-dJ%  tH^io  tra*e1«nf 
from  Larr^fTf  and  Detroit  to  Orange 
(.'uvnlv  (  jhf .  to  Annvu,  w>C>4of-4d>'  in 
j  deafer 4te  tejrch  U«  nfo*  in  the  Sunbelt 
B«t  ifvne  >tjtc>  jnd  jhtf*c  utic*  .ire 
fwM  up.  their  pcopk  jre  unc'rtipl*p««d  ^n*i 
there  ire  f*1  h'b*  V'  the  ^moih^h  nh  ' 
M<li  \r\  Ui  help' 

(>eNpi(e  the  hieh  pf um n>  ij!k  ,uf- 
r«H^dinf  the  ;otN  i.%ue.  rsrt  nn>^h  <f.-vn*J 
»orfc  ha*  been  i^Hi  i  .\ptuA  H»ll  <>• 
expedite  btp<rtiwn  jetton  .»n  4  ^hon  term 
h'fK  pnif rjrn 

"Tlunft*  ^re  r*>*t  <n  the  tjIKmn  %t4ee  ' 
4n  UUIO  Uibby*i  k.HfipJ4ined  Me 
*4i<f  KiH««e  tVffr>tK.rais  41  !?4>i  ^h«ivkl 
ha^c  ^gantrcd  their  htfrtmiiteet  in  ejrU 
ijrH»4rv  »hen  the  ^Mh  t  .cfijtfc** 
tt-ncd  {»k  4  pf^f»rtaij  vo>tiin  bel.ftc  »c 
\e>^nt  f«e  the  re*t  irt  the  rrwunh.  ^»  thji 
hearings  «m  /»tt»  ket4jiMvi  i.mld  hj>e 
been  held  b»  n*j*  "There'%  rttt  rej^m 
Ihe*  ^"Ukln  1  eel  th^  J<t>c  in  1  mt*n!h 


he  vud.  c* pre**mf  hope  thai  Senate  Re- 
pubhean  kaaVn  »oukJ  reaeh  an  earl* 
mxw4  »rth  fiouve  Or. mot. rat>  and  that 
kfttJatiofl  vould      be  enacted  ^»»ifif> 

But  tonpretawnai  leaden  hat*  nut 
agreed  *»th*n  their  o»n  ran*a  on  (km  tu 
proceed  (Tunajrc**  ha>  been  awaiting 
ReafanS  Sute  of  the  I 'moo  mcy^gc  and 
t\r*  fW4l  IW4  budfet  recpmmendatiun* 
to  xy  how  far  he  imf  ht  be  witling  10  bend 
«n  jfrectnji  to  ^^onulatmo  or  fo6<re' 
at  ion  measure*  * 

RvpubK'jn  SctutifTs  hjve  been  kick 
ini  (of  4  i^k  proajram  the>  could  rJIt 
afourtd.  %jk(  j  spuke*man  for  C  abur  and 
ilumah  K^iurce*  <  ornrnrrtce  ct^jiman' 
<»fTin  it  f(.m,h  R*J  tah  but  "n«»b<»d*  > 
tven  jbk-  to  w.-me  up  *ith  v»oe  \et  " 

The  •inie  »iiuati''n  SWd>  t.n  the  H"U*c 
«idi!  Rikhjr<J  i  Sulln an.  *.hie(  v»»un>*:l  sri 
the  (diuw  Piib'u  W.jfii^  jnd  Tf  ifv»p»«rjj 
s,,  fi  <  .•niiliiUee,  sihJ  .'I  the  prmpvil^  f.n 
1  -H.-ri  U'fii  |,-b\  bill  '  there  an*  v.ffl 
»i-fl»u»'  N..  ;  here  •  >»n<  »ei  " 

PI  WK  V  PII^AIT 

\  nervnnul  i^oe  «»ilh  federal!*  *ub>i 
di/v'J  f>^b>  1*  Mhether  the  K»bs  >hnuid  be 
«cl  up  Hiihm  l««al  euiemment*  .n  j>ub)(v 
<vr>K?  p>M%,  m  4 he  i.i4tkl ruelnM  ^itor 
ihfk'u^h  publu  H.irk*  vonirjvu  «>r 

lhf<iu^H<Kil  Ihc  pfl*4te  hMi*  ihntifh 

•{x^'.ii  hire  'h<  ;-'bk«  incentive* 

V  U*Cl.in*l     Vf^V.ff    i/CitffC    V  V^r^fV^ 

>uh  ie«iit*>n|i  he  the  Njikxv!  (eaiiue 
<m  (  iIks.  Njt-d  itfi  Ijn  IT  (hat  4  pubjif 
wr»)».e  ji-b/»  pfi *efam  t*<Kild  «^fcr  -she 
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I  **4  km  tyrant  mettwd  of 
job  creataaa  ~ 

^J^ew^Mcfc  Ute  Scaaac  Ubor 
Cmpt^mwM  and  ftnrfncimty,  Voteo- 

Weft  «ead  "Tne  ^ncstio*  we  re  beard 
mm  often  from  Conjrae  *  Xjm  toe:  I 
fu<«Jnm«m»  near  up  ^mcaJy7*  T"ne 
****  »  **  onqaaJihcd  'y«V  esc*ci*tty  rf 
*g  an  mining  ebnan  ttwaenteng,  repair- 
*ng  and  nffeebateinf  mg  water  ty*temav  frtl* 
*ig  peat***,  «pgr*4ag  home  kxw>1v  Tor 
i..e  elderly,  carrying  inh  pifbfec  health 
programs  far  the  iiRmMifttm  of  cfej- 
dVenaadlk*k«e  $VCn  4  program  vhould 
>0<K  fifM  priority  i«  the  new  teuton  " 
VoMMTICk  1*4  Ctociaad.  Wit*  J  C*f 

rem  unesnptoymcne  rale  gf  I*  per  tern 
pni  together  a  model  public  *er>icr  pro- 
gram Um  year  that  provided  ,ob*  k>  hwk 

Worker*  cleared  4.100  vacant  crty  fc*s 
and,  *tth  aa  wrtan  gardening  program, 
narmted  lorn  of  produce  f«wct)>  cii> 
*****  kuchem  More  tk<  money  ran  o*t. 
he  mhI  K<h  »ot  chotcn  b*  Km  io  avi»d 
charge*  of  poJiiicai  favuninm.  he  noted 
Tan  r*  Ihe  kind  of  short-term  prugram 
that  v**W  be  launched  o^weki)  udju- 
b<  *atd  0*1  Vown^K-h  ako 


*By  feviftced.  »ocafty  adrmmtictrd  pabttc 

**»  along  I  he  UfM»  Of  I**  Oft** 

maligned  I  omerebenar+e  Employment 
and  Trammf  Act  p*»Nic  Kmc*  n©»  pro- 
gram of  the  If**,  a  fa  vome  target  of 

RejfJM 

~la  »v  ctt>.  people  need  job*  and  my 
ett%  jdnvnrttrauon  need*  thcar  kt>i**v" 
the  nviyvr  w*d  "IfVc  appree»aied  (pa  bin: 
service  c'mpfcnmcm  |  when  rt  eftnted  and 
wcrewrry  *hen Mended  ff  putting adaV 
ikxul  employee*  fo  wot*  m  the  publ* 
sector  ?s  pmtotopfeitallv  upsetting  to 
some.  I  »o«ld  sugar**  chat  iundmg  m  a 
free  kheetc  line  or  Jouag  your  notrx  be 
ia**c  \om  uin't  afford  tne  mortfAft  pa> 
mem*  n  j  Km  more  opicitmj  lu  mairy 
more  pewpk  " 

OpfXfHlKm  lo  UK.ii  program*  t*  nut 
confined  u>  (he  Rejfan  AdmmMratwn 
(«m<»frui[Hm  companies  and  build  nf 
trade  unions,  f*x  oumpk.  are  aronj  ad' 
».*4lc\  hi|ir»er  federal  publn  ***** 
ctpcndxuro  bvt  prefer  ihe  fund*  in  bo 
com rav ted  i^i  io  Ihem  rairtef  (fun 
kepi  irt>*de  »tn  e»f*crnmem  pavnrii* 

"He  oWl  Mjppiirf  jn*  o<  inc  *eaf« 
fjktnf  type  pntf  r*ms. "  card  Rrchard  < 
t  rc'fhiuft,  e«cVMir*e  dtrevtor  lor  umfrri' 
^•mal  rcUiKim  af  (he  V^-wied  iktKTui 


gro4*p  ktt)6*ed  for  pntM^c  of  (he  fnsohae 
Ui  fnvrcMc.  for  cumefc.  but  Hayod  ne«^ 
traJ  on  I  he  Deitxxratf  entrn  pmbiK  worb 
and  puNK  *er*H*  pedUfC  Tne 
ovfjm/al mn  ine*  io  «eer  aH  |ob»  krynJa- 
tion  i#a«  from  f^ernmem^ofc*.  C'reigb- 
iurt  vi  id.  wmk  promotmf  n^tbef  eaeendi' 
lurrs^w  •nfra*4n*cii»fe  rcpArr 

*i  ttK  ian  1 2  heannf.  I br*ro#Hr acton' 
irottp  foJ kh»ed  Ua»or  VtunV^n  mih 
(rvrmtim  aiatmc  Ine  kind*  of  prufrxm* 
rX  favored  The  pubJic  imerol  n  better 
**r>cd  bv  vimu jvi<r^o«i.  m  pan  bevaute 
comravt*/  are  awarded  tHroMfH  ctMnprh- 
five  tmU.  the  cum  ration  Mid 

The  \H  -4  K>  (vW  the  wnc  Scoaie 
HitKummmec  thai  t'onf  res*  >nowki  en- 
act a  mas^*t  «ob*  package,  mviudjns  a 
JIU  bfH«on  pvNic  xrxtx  |ub»  proaram. 
an  atcckfated  pvNic  wks  program  and 
ctpaoded  fkHiwng  proararm 

To  offset  the  woM.  the  LOO  pro* 
posed  i hat  »hc  10  per  cent  pcrsorul  -n- 
*ome  lat  ^ui  ^hedukd  tu  take  effect  «n 
^«l»  be  limited  fo  a  rrutfmum  4H|  o< 
j  vcar  jnd  -»umrrMcd  (h4i  unnamed  lai 
"SKtfih«4c*  c*»old  aKo  be  *.kt%eii 

The  \dmmisifafHm.  »n  kcepmf  #ilh  »u 
ptH<(N.j|  pflffosophv  kmked  for  «ass  lo 
pr*wrMc  hiring  in  Ihe  rnivju*  <*Ku*  The 


The  Strengths  and  Weaknesses  of  Job  Programs 

a  9wtetk  indication  of  ine  reintive  Urenalba  and  wenJineiee*  of  rarmis  to^creatfrty  opuona  beu^  coeoidered  m  Contfreaa 
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nwmpiii)  mml  r»«  twM  be  twt  *«b*4an- 
faaJfy  if  etc*  tmptom  added  one  c,D- 
ofcrm  mi  idea  tfeal  •Jt*  wpdery  punned 
iMdmirtrjiWi  U*k  force*,  m  *4woV* 
kneWg  mt  ut  ibe  State  of  the  l  iwn 
addrtu  and  f  be  badger  idcntrfwd  »ome 

tp*f  rmpiincr*  rmn  taking  ibe  Pnrv- 
detri  \  advice 

feagan  a*a*d,  far  ctnmgfc.  for  more 
fiW>  *nder  the  lob  Training  Partner***? 
4*1. a  nieiiMV  wgned  «Ho  bin  m  October 
with  btpurtrvin  butkinf  m  Cungresa  and 
the  President*  bkwflg 

The  Uw  a»lburi/c>  federally  *pon- 

wrvd.  bm  04U  and  totally  jdgnamcBwt 
irking  4*M«4>n«e  program*  Mr 
training  1>  w  be  patterned  jftcr  the  ad 

*>vc  of  pnv^lc  tffdvftn  iwIXjH, 

*h,N,h  «ttPpu»cdJ>  *»iM  kmm  what  kifxh  t»f 
t^ff»^i unities  be  a*jplUMe  *nd  »hai 
kind*  ,*f  tratfttng  »»  needed 

TV'  feeiUatmn  wjn  crjf  led      j  pn 
vate-xvliir  «#S<ilwle  r«K  the  i  ipmprchen- 
f.rn  pftnment  40d  framing  VI.  with 
j  *un  up  (Lite  trf  nett  fjtl    W  \J 
/>  .7/0* 

Aft  imiul  imijilment  »tf  million  lo 
belpdi»k*atcd  ackers  ih»*e  *h.i»crr 
Ujd  ufT  by  declining  tnduMnc*  .#nd  hj»x 
warn"  bupx  of  getting  their  n>b*  h*k 
w#*  «tt  jvVd  io  the  tVicmber  spending 
revolution 

labor  C nmrmttee  wruimun  Hjuh. 
rated  a*  no  friend  >A  «*g*nimf  Ubi*  h** 
vig  ruled  hr*  »iliingrK>>  l*t  step  up  tuppnn 
fur  thr*  onef^m  iliV*ih  he  rrmjm* 


generally  iffnd  to  jub»  Wb.  *  commH- 

Pryond  thai  (ratting  program.  Reagan 
a»ked  for  modot  rrtcrraxi  in  *ammer 
yoath  /ofe»  program*  and  in  u%  credit*  lor 
employer*  »ho  htn  the  taWf  unw  iMte-m- 


NtMfe  of  4  jobe  pna^am  Utat  year,  no 

kufc.  «nH  not  tvMfcc  #«  rmmedaie  dem  »n 
the  raakt  of  the  |obiev%  F»en  j  hifrftlt 
dTcrti*<  v\>rtHerm  pru^i-jm  Like 
*  wMe  io  f«*r  up 

Bel  lb*  *«>  ^ubs  b*U»  ftci  bandied  m 
4  oflffCM  -Hid  i be  ^khile  f(ov«e  itmv  j»»e  • 
a^fiicb  fndKJiKim^  the  current  p**Jn*v j f 
prMm(ie>  wKbtn  NKh  parties 

The  bvtli  in  iIcUvn  «tieiirt>tHi  \v  K<b 
kreJifflft  pr^rjfii^  Mi*re  referred  bt 
Nfjtior  VnifKiMth  in  ho  Svnjie  le^ii- 
n^wv  He  mftt'J  fhjj  ihe  nc**  nickel  j 
gjlhm  Ij*  itxrej^e  »hi«.h  |jk«^  crfe*i  tm 
!,  ks*i  i»p  ihe  jwjfd  «»f  och 

hijth^j*  viinirjk.1^  («k  ji  kj*i  i**  ytJts 
«W  \y  p  Ihe  niihif, 

while  j^kinf  cvngmwrful  jpprv^il  i«< 
ne*  ^ftn  jttej^Mfe>,  jIw  >u|^evfed  ifui 
v«i«eth(n|[  be  dune  i*<  ipeed  the  fW* 
(ederji  fund*  for  prttf  f  jiw  jife*dt  *m  ihe 

fhe  rMl  prHwiiw^  .'I  Mjtre^Htn.il 
tctdefv  pftfbabl)  be  retejlcd  b«  the 
jvtK»HN  lilien  <k  f>e  (jken  to  rc*\h  j 
fcnpjrtisjn  k.^miptfnivc  in  (  .»nj?rrv*  I  aw 
Ult.  Mj^tfflv  I  e^der  fioker  jnd  >«4kcr 


O'Neill  ejune  to  ccrm  o^wciUy  on  the 
«#4*oJi*e  u«  leg#»ii»iio#,  And 
M^oort  tcjM  I  be  dr»l 

One  «j»ei!*M«  no*»  a  *beHKr  Ho*«e 
«nd  Seiuic  Democmu  *»HJ  come  no  «>MK 
j  p^rlv  program  for  |obi,  or  whetber  ibe 

futn  forve*  with  Bmct  ratber  I bm  Satfte 
Mpnorn)  leader  Robert  C   §yitt  CK 

for  the  pan  few  monrhy  Scott  Bwnton 
of  eHrd'»  Ormocrane  Pobcy  Commutes 
bj^  beeo  meeting  with  a  band  of  Howe 
OrmoeratK.-  atdn.  including  M  Paul 
Ori^keil  from  the  *urT  of  Maforrty  Lead* 
er  lim  Wngtit  of  Tcnai.  to  taJt  over  Ihe 
po*«ibfc  odtltao  of  a  long  terra  jobt  and 
avMm:  work*  pU«  One  awn  » to  a»o*d.  if 
puvwbk.  Ihe  wl nation  that  developed'  U*t 
f^lf,  when  Senate  Dcnwrai*  were  b>- 
parsed  mi  the  ga*ol<ne  u<  deal 

c>pimum  **ry  among  Home  Demo* 
era ik.  4Kk>  an  whether  their  i-hief*  agam 
*w cJt  (urn  to  their  (jOP  Senate  counter 
pan*  One  atde  Mid,  "tVr  C#d*  >»p4I  prob- 
jbU  cipkxe  ihe  po**jbvh(in  of  jo  agree- 
menf  with  them  " 

If  the  t»o  parties'  (eader>  jre  willing  to 
tumprurrirac  °n  4  pob»  program,  that 
•••ttikt  tndK'^ie  1  hat  thev  jita^'h  top  pnor- 
tu  to  tjHKk  jmi-rrvo>ion  action  Aim 
agreement  alw  wonld  out  added  pro**rc 
.m  ihe  Prevdent  to aeixpf  the  kgn>lat*un, 
despite  tbfei'iiom  from  the  4dm#nn< fa- 
turn  on  'iv4al  and  phikmipfWal  gronndS 

If  the  tVrr>Kf  4t»  rruke  *  point  of  draw* 
ing  the  line  between  iherr  party  *  poMtron 
jnd  trtji  at  the  RcpwbfKan  Party,  irui 
mi^hi  «*el>  indn^ie  ihal  tberr  top  privrily 
1*  oetiifli  the  >U(Ct  tor  the  I9U4  earn- 
pji^m  One  ^kIc  >aid  ttut  ibe  rexammen- 
J.iti.mt  {•»  ckmenf%  of  a  big  ^Hn  and 
iibblu  «*(irk^  p4^kjge  mi^ht  end  up  a* 
r/;.ink*  tn  the  1^4  Orirnxrafie  Pjrly 
pl.i«f'»fin.  if  not  j*  pteicv  of  a  1 9ft  I  U» 

N.ni,!^rlv  i|  ih<  ffOP  wm*  bnvkiUmg 
1  *i  fffi  nil  i^i  *«t.uU5  Mi|^e>t  llut  pjft> 
'c  jiiiJ* -  j'c  itvtrni  t<t«.f*r>e  rjnk*  nith  ihe 

V\l;ifi  |f  -,«C  -n  J*J»4fKe  «»f  »fM  \CJf  « 


N.p  PiuIVi^t-m  l>  III  i^uctihi>.«in 
'  f;»  i,  ,     r  1  .       md  re  f»f<>»trrjlt/j|t.^ 
r         '4  .Jluflg  f»f  -i  ntulti  %LJf. 
S ,    *i  ,  1  1  in  cfl'Xt  lo  erxiranfee  s  j*ttj  to 
i-.c-  *ultn^  »»iH-ke/ 

Vntori  jdmitted  he  ^in  nu  immediate 
wfiii.*:  '  »r  jvir^^n  »mi  hr*  plan,  because 
Kr  irf.iP  *■  .  rbtiotivly  «clo  it"  even  if 
i'  (f  'l  !lf«H*gh  i  ,mfrts%  "But  thr*  tmghf 
<  .  N.  -n  the  j^endi  *<n  the  1 VH4  ckvtion. 
S.::».,r.  w*id 

When  j*kcd  «*hetber  there  4ny 
-  e"  >f  nicrcvf  in  hi*  pljn  among  Derrxh 
kMf*  leader*  m  the  Hoe^e.  S<n»n  ah- 
»iicied  f  hj<e  not  ulked  »ub  Ihe 
Speaker  jbitfat  thr*"  He  then  added. 
' !  net e  •  ikki  .Agreement  arming  l>cnn>- 
*. r.it v  .wi  jn*'hmg  "  '.  j 
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ORWIPLOYlttirr,  SUBEMPLOYKBHT,  AMD  PUBLIC  POLICY: 
THE  GOAL  OP  GENUINE  FULL  EMPLOYMENT 
(By  Helen  Cinaburg) 


The  goal  should  be  genuine  full  employment.  Each  person  frilling 
«nd  able  to  work  should  hare  the  right  to  a  decent  job  at  ft  decent 
wtge.  There  should  be  a  strong  national  commitment  to  full  employ- 
ment with  appropriate  legislation  to  insure  that  this  goal  is  attained,1 

A  genuine  fuH  employment  polio-  is  not  simply  a  public  set-rice  job 
program.  Such  a  program  cannot  by  itself  guarantee  each  individual 
tlie  right  to  a  job.  Although  a  greatly  expanded  public  service  jobs 
program  could  be  and  should  be  a  step  on  the  road  to  full  employ- 
ment, and  public  service  jobs  would  play  a  vital  role  in  a  full  employ- 
ment economy,  a  full  employment  strategy  requires  much  more  than 
the  creation  of  public  service  jobs.  It  would  make  little  sense,  for 
example,  to  continue  to  pursue  policies  that  create  unemployment  and 
then  create  a  few  public  service  jobs  to  compensate  partially  for  the 
wrong  policies, 

A  full  employment  commitment  would  make  it  the  responsibility 
of  the  federal  government  to  develop,  coordinate,  and  administer 
short-term  and  long-term  policies  that  would  make  it  possible  to 
provide  enough  jobs  for  all  who  want  thejn,  All  agencies  of  the  federal 
government  ami  the  Board  of  Governors  of  the  Federal  Reserve 
Svstem  would  be  required  to  act  in  accordance  with  this  objective. 
Fiscal  and  monetary  policies  would  be  coordinate*!  and  anti-inflation 
policies  pursued  without  enrbin^  employment. 

The  production  level  of  the  nation  would  have  to  be  set  high  enough 
to  absorb  the  labor  supply.  Setting  this  level  should  provide  the  nation 
with  the  opportunity  to  rethink  the  purposes  of  production.  National 
priorities  ami  social  $?o»ls  could  and  should  be  intubated  with  the 
full  employment  objective.  While  most  of  the  jobs  would  be  in  the 
private  sector  of  the  economy  and  job  development  in  that  sector 
wotdd  be  encouraged,  the  federal  government  would  have  the  obliga- 
tion to  make  up  for  any  shortfall  m  employment. 

There  arc  many  possible  areas  of  expanded  job  development  in  the 
private  and  public  sectors  of  the  economy  that  would  be  consistent 
with  broad  social  goals.  A  partial  list  might  include  increased  pro- 
duction of  new  housing  ami  upgrading  of  existing  housing  to  achieve  a 
decent  home  for  every  family  Within  a  specified  period  of  time,  im- 
?,  proving  and  expanding  raitroa<ls  and  mass  transit  systems,  provision 

*Krl*»  Ota«tor*  T»*  m*|  £01  tWfto/»Wt.  1*  tor  mwpUnmr+t,  i  otoewptoy 

i  ft  »»d  iHtMIt  priter  fftw  Xmrk  Hew  T*f*  CftlvmJtj.  Scfe*  of  Stcfef  Wort.  Osf*  r  for 

i  SutitU^  m  Ihn^  \l4fttfi*4tM^  |*Wliy_  IftT.'i    13*  IX"  KrVrtuir<l  try  iM  fmi^b'U  .<f  lIHfii 

Y'«rk  i       H*fif  IU?* 

>  TW  H«w  .  **y<*mm\M*f  a  C^imI  OppartasHI**  t*  emrmtly  «t0djlo*  •  Mil  tfaif  w<h»M 
«wftf*fit«*        -Ml  3«.  %b*  r***l  Of^rfudH/  »*f  Pall  Umpl*jw**t  Acf  A  eomemaitm 
Mil  b**  «Im  free*  fu(n>d»rrd  iu  the  *re*tr  ttomc  U)<+*  4l»t*»»*4  1ft  t Hi*  w^ttoo  *f*  l» 
.  H  I  S9  Nit  tk*t  WH  (*  m*r*  fomprt&cn'irr 


Reproduced  frow:       U.S.  Congress,    House .    Should  the 
Federal  government  implement  a  program  which  guarantees 
employment  opportunities  far  all  U.S.  citizens  in  the 
labor  force?    Bouse  do^ustet^t  no.  95-328,  95th  Congress, 
2d  set. ion,    Washington,  U.S.  Govt,    -int .  Off.,  1978. 
p.  1-4.  » 
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of  adequate  day  care  for  those  who  want  it,  assistance  to  the  aged 
and  disabled,  approvement  of  the  environment,  regional  develop- 
ment of  depressed  areas,  making  our  cities  more  attractive,  expanding 
and  improving  educational  opportunities,  and  the  extension  of  cultural 
activities  to  more  of  the  population, 

A  fttll  employment  policy  should  he  coordinated  with  a  general  tax 
reform  and  a  reordering  of  national  priorities  away  from  the  huge 
military  budget.  It  makes  little  sense  and  is  unjust  to  provide  jobs  to 
low-  or  modest-income  people  and  their  make  them  or  those  just 
above  them  dn  the  income  scale  bear  the  brunt  of  the  taxes.  Moreover, 
in^  full  employment  economy,  it  would  be  far  easier  to  begin  to  - 
reorder  national  priorities  from  military  uses  to  areas  of  crucial 
social  need,  since  careful  planning  would  insure  that  workers  in  defense 
industries  would  not  have  to  pay  for  conversion  with  unemployment. 
Many  new  areas  of  job  creation  would  involve  human  services,  and 
experience  from  the  New  Careers  program  of  the  1960s  shows  that 
many  of  these  jobs  ran  be  performed  by  poor  |>ersons.*  Moreover, 
these  jobs  use  few  natural  resources,  so  a  genuine  full  employment 
economy  would  be  consistent  with  the  ^oal  of  conservation  of  energy 
and  other  natural  resources. 

A  full  employment  economy  with  a  guaranteed  job  at  a  decent 
wage  vested  in  the  individual  would  have  a  major  impact  on  poverty. 
Poverty's  elimination  could  easily  be  made  a  national  priority  in  a 
full  employment  economy.  In  1972f  when  the  grossly  inadequate  SSA 
poverty  threshold  was  $4,275,  1 1 .3  million  persons  with  incomes  below 
the  poverty  line  were  in  2.7  million  families  headed  by  someone  who 
worked  at  least  part  of  the  year.  Some  4.6  million  of  these  persons 
were  in  one  million  families  headed  by  a  full-time  full-year  worker.3 
Provision  of  guaranteed  decent-paying  jobs  would  end  much  of  this 
official  poverty — though  some  very  large  families  or  those  headeo  by 
someone  only  able  to  work  part  of  the  year  would  still  require  addi- 
tional support 

There  is  an  urgent  need  for  a  substantial  increase  in  the  federal 
minimum  wage.  It  has  been  consistently  set  below  any  level  that  would 
enable  a  steady  full-time  worker  to  support  a  family  in  minimal 
decency.  In  December  1974,  the  iwverty  line  for  an  urban  family  of 
four  was  officially  estimated  by  the  government  to  be  95, 402  a  year, 
but  the  new  federal  minimum  wage  of  $2.10  hh  hour  that  went*  into 
effect  on  January  lf  1975,  still  only  enables  a  workers  getting  that 
wjwe  to  earn  94,200,  if  working  all  year  at  a  full-time  job  Moreover, 
many  workers  are  not  even  covered  by  the  law  and  some  are  c  overed 
at  less  than  $2.10  an  hour,  A  substantial  increase  in  the  minimum  * 
wage  well  above  the  poverty  level  is  nmlnl  at  omv  ,ui<l  coverage  of 
nlljworkers  should  not  and  need  not  nwait  :i  mifiomd  < ommitmcnt  to  • 
full  employment.  But  it  would  be  easier  to  implemcnt'ii  much  higher 
minimum  wa«ce  as  an  integral  purl  of  a  full  employment  and  guaranteed 
jobs  |K>liry.  Those  who  oppose  >uh>tantial  irmeiivs  ;n  thi-  minimum 
\\  age  have  always'rtymed  that  many  low-uaire  workers  mil  lose  their 
jobs  if  the  minimum  i*  set  too  hiirh.  The  fart  is  that  there  has  never 
been  an  increase  in  the  minimum  that  brought  it  close  to  anv  decent 
level,  so  their  assertion  remains  un proven.  But  in  a  full  employment 

'Frank  Ki<H<*te*fl.    Sfr*fe*lf*  Ajr»!o«t  Po**rtr'  Vora    RaBrfmn  f{nu«*. 

ll  S  li'inMd  "f  i it*-  *  •  n  u-  *'urr»i.t  l'*.|*iiliir i<<tt  f -••rt  -  x.  n*  -  I'  V-  't  <*li,ir.i*  t<  r 
Uttc*  t,(  thr  1st*  Iix-oftw  Vu\m\ntton.  lu7Z  i  Wft«MiU't<fi  1*C  (iit\.tHiur,.\  I'rl&Cifig  <  rttl<f\ 
tW:tf.  7*bW  A  2  fr  u;r  Tatil*  :«>,  r  U7.  and  T#trt"  12.  v  *M> 
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economy,  the  government  could  assist  low-wape  industries  to  enable 
th#ra  to  pay  higher  wages.  And  if  any  labor  displacement  did  occur, 
the  workers  would  still  be  guaranteed  other  decent  jobs. 

A  full  employment  policy  with  decent-paying  guaranteed  jobs 
would  reduce  the  pressure  on  the  income  maintenance  system.  There 
would  be  much  less  need  for  unemployment  insurance.  Welfare 
mothers  who  want  to  work  would  be  assured  of  adequate-paying 
jobs  and  day  care  facilities.  The  future  need  for  welfare  would  be 
reduced  by  providing  jobs  and  giving  hope  to  ghetto  youths.  Some 
disabled  and  older  persons  would  opt  for  jobs,  A  more  generous 
income  maintenance  system  could  -and  should  be  provided  lor  those 
still  requiring  support.  Jobs  at  decent  wages  and  income  maintenance 
at  decent  standards  should  be  twin  goals  of  a  full  employment  policy. 

A  genuine  full  employment  policy  is  not  a  substitute  for  continued 
pursuit  of  equal  opportunity,  indeed,  it  would  provide  the  necessary 
conditions  under  which  that  tfoal  might  be  more  readily  attained. 
And  the  tensions  that  result  V  hen  some  workers  fear  that  more  jobs 
for  one  group  mean  fewer  for  another  might  be  expected  to  abate 
when  jobs  for  all  are  guaranteed. 

Many  other  benefits  that  would  result  from  a  full  employment 
economy  could  be  cited.  Millions  of  employed  workers  would  benefit 
from  the  elimination  of  insecurity  and  the  threat  to  their  own  working 
standards  caused  by  recessions.  More  taxes  would  be  collected  from 
those  who  previously  required  public  support  and  the  fruits  of  their 
labor  would  contribute  to  the  nations'  output  of  goods  and  services; 
-  there  would  be  fewer  expense  that  stem  from  poverty,  inequality, 
and  lack  of  opportunity.  There  would,  for  instance,  be  a  probable 
reduction  in  the  incidence  of  crime  since,  as  the  National  Commission 
on  the  Cause  and  Prevention  of  Violence  noted,  unemployment  and 
subemployment  pull  many  individuals  into  cirminal  activities/ 
Therefore,  fewer  tax  dollars  would  be  needed  to  support  prisons. 
And  the  quality  of.  life  in  a  crime-ridtfen  nation  would  be  improved. 

A  national  commitment  to  full  employment  is  not  a  panacea  for 
alt  the  problems  that  plague  society.  But  it  would  make  it  much  easier 
to  solve  some  of  them.  It  should  be. pursued  for  that  reason  and 
because  it  would  provide  many  Americans  with  the  chance  to  attain 
the  human  dignity  they  are  now  denied.  For  a  full  employment  pro- 
pram  transcends  mere  economics.  It  tells  people  they  are  needed  and 
wanted  and  not  objects  to  be  disc«rfled  at  will  by  society.  Genuine 
full  employment  cannot  be  achieved  overmirht.  But  the  commitment 
to  this  <:oal  should  l>e  made  immediately. 

SruMARV  of  Contu  sions  ami  Km  hmmknh \i  ions 

If  employment  and  <ubemploymeiit  are  t«»  \n-  t'Lmtn.ited,  *evern 
sets  of  policies  will  Ih»  necessary. 

An  immediate  priority  is  for  the  federal  novermiK-nt  to  in'  all  its 
power  to  end  he  present  recession  its  quickly  wo^ihle  To  ease 
the  financial  hardship  of  unemployment  mid  to  reduce  the  need  for 
welfare  nil  workers  should  1h»  covered  by  unemployment  insurance  at 
decent  le\els  acid  without  hmUm^  benefit*  to  a  certain  number  of 
weeks.  But  job*  nrr  required  ami  a  man**rt  federally  financed  public 
service  employment  program  should  Yk  instituted  »t  once,  with  part 

*X«tliifi»l  4'nfltmU-Ji'M  ..ii  tfjr  Ci'isrs  and  Vte\mi\>m  of  \  irrlpii.'*'.  T»  |;*f»r>Jt„|»  Ju*i\c* 
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of  the  funds  going  to  cities  and  states,  as  at  present,  and  with  part 
going  to  establish  a  federal  jobs  agency,  A  Urge  and  permanent 
public  service  program  should  also  be  maintained  in  nonrecessionary 
t  times.  A  vigorous  assault  on  discrimination  in  the  job  market  and  in 
other  institutions  is  necessary,  as  is  the  need  to  raise  the  minimum 
wage  to  a  level  that  will  enable  workers  to  live  decently.  Many  of  these 
proposals,  such  as  pursuit  of  equal  opportunity  and  substantial  in- 
creases in  the  minimum  wage,  will  be  easier  to  accomplish  in  a  full 
employment  society. 

Finally,  the  Nation  is  urged  to  accept  the  ultimate  goal  of  genuine 
full  employment  with  guaranteed  jobs  backed  up  by  appropriate 
legislation.  Implementation  of  this  policy  should  be  tied  to  a  general 
tax  reform  and  a  reordering  of  national  priorities  towards  achieving 
the  twin  goals  of  decent  jobs  at  decent  wages  and  income  maintenance 
at  decent  standards. 
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ncmwc  ftmxn  with  jobs:  public  and  private  paykoll  wkakws 

(By  J  Ames  L.  Freund1) 


The  romroversy  over  "big  eminent "  has  been  raffing  for  lonrer 
than  mast  Americans  ese  remember.  In  recent  year*  the  focus  has 
been  on  the  spirahnp  cos*  of  the  social  urograms  of  the  Great  Society 
git  as  on  the  ssie  ami  scojw  of  military  spending.  No*,  a  major 
issue  is  being  raise. 

Many  people  concerned  with  high  uncm|rioyment  rates  am!  invert  v 
are  demanding  that  the  Federal  Government  rush  to  the  rescue  *  ith  a 
"decent -nay iiur"  job  for  anyone  who  can't  land  one  in  the  private 
sector.  They  feel  that  everyone  who  wants  to  work  should  have  the 
opportunity,  and  that  the  only  way  to  guarantee  this  is  for  Tncle 
Sam  to  become  an  employer  of  last  resort.  While  most  would  agree  with 
the  goal  of  full  employment,  the  laudabJeness  of  the  objective  should 
HOt  mask  the  |>oteiitial  difficulties  of  direct  Government  job  creation. 
A  lower-cost  alternative  might  achieve  the  same  end  by  merely  in- 
creasing incentives  for  private  enterprise. 

Filling  in  With  Pvslic  Actio* 

The  magnitude  of  the  problem  of  unemployment  suggests  that  any 
remedial  urogram  would  have  to  \te  large.  In  only  seven  of  the  last 
25  years  has  the  unemployment  rate  dipped  below  4  percent  —  ami 
usually  only  because  of  the  "public  employment"  ^s&ociated  with 
wartime  mobilisation.  In  the  average  year "during  that  period  well 
over  three  million  workers  were  out  "(Founding  tlie  pavement." 

Even  when  ijnemploy ment  is  low,  certain  groufw  suffer  more  than 
others.  When  uneitiphn  ment  fell  to  a  re»ent  low  m  th-tobex-J97J.  over 
twice  as  ninny  noun  lute*  a-*  whites  were  jobless,  t>ne  in  TTTe?ttagers 
(many  pelting  a  tu*fe  of  die  workaday  worhl  for  the  first  ltm*jYa* 
jobte^liTt^^a«1tTe>imgerft  were  only"  half  as  successful  at  landin*  a 
job  than  their  white  counterparts.  Even  finding  employment  does  lot 
net -essarily  mean  the  end  of  one's  woes.  Many  of  the  low-skilled  hane 
jobs  that  do  not  afford  enough  income  to  lift  their  families  nhote  /lie 
Hnerty  line-  this  group  has  been  labeled  the  working  |hku\  In  vhort, 
01  many  Amuncnu*  f*rmaitezri  and  *ati<ifa<  tory  job*  me  an  lW-ory 
commodity. 

In  tunny  quarters  ilte  Iwhef  i-  growuu;  that  tl>*'  economi/^*!  * -aniiot 
i  rente  enough  acceptable  jo\t>.  New  opportunities  are  hard  pieced  lo 
-4teep--pm^-w-rrh--tlte*#ufrniid  irrtwth  ftf  thv  \.\lmr  f»r'<-  fr^rt-fh*-r,  h>fMUf^-» 
llui't  usi  on*  often  fc-ep  production  lielon   c.ipio  il>  ,  l  Im-  »  mmI  mtf 
mure  unemployment. 

'  li(i'.<l  L   h.un<l    i  ttUiA  H>  i»<rti  '  H«f.a  >rf  I'l'.'  i  J'  <|>i  j  H*m          H'  «  i  ■     \\-t  \  I I 

U  initii.-.l  f  »  |»|fi,fn«M^«  .rf  K). 1  it  N<*    <  luiik   I  I'Mh-  -»•),. j,  i—  n        •  \  n        «   c  '|.|i'f|ifiw. 

I*.      |   >  •  !<•    •  ••(»>  j         I  •* . 
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Pott  and  current  tfiorii 

Concern  for  those  who  have  experienced  difficulties  in  earning  a 
living  is  not  new.  Welfare,  Social  Security,  and  unemployment  in- 
surance are  available  for  those  in  need.  Perhaps  more  important,  the 
Federal  Government  has  long  been  concerned  with  the  underlying 
causes  of  unemployment;  the  Employment  Act  of  1946  pledged  the 
Government  to  strive  for  maximum  employment  consistent  with  mice 
lability.  1 

Fiscal  and  monetary  policies  are  the  Federal  Government'*  main—  - 
tools  in  fighting  joblessness;  their  target  is  those  workers  who  are  idle 
because  of  deficient  demand.  Washington  uses  these  tools  to  stimulate 
economic  activity  so  that  privute  firms  will  hire  more  workers.  Help  is 
also  being  directed  at  workers  who  are  unemployed  while  job  hunting— 
the  "frictionally  unemployed/'  As  computerized  job  banks  and  public 
placement  services  make  job  hunting  more  efficient,  the  amount  ami 
duration  of  unemployment  associated  with  finding  a  first  job  or 
changing  to  a  new  one  is  being  reduced.  Finally,  major  eff-ls  have  ' 
been  directed  at  the  hard-core  unemployed  and  workers  with 
habitually  low  incomes.  S|»ccifically,  many  of  the  social  programs  of 
the  '60s  sought  to  help  by  providing  training  and  "proper  motiva- 
tion." The  quality  of  the  applicant,  not  the  lack  of  well-paying  jobs, 
was  often  considered  the  primary  problem. 

Critics  claim  that  these  efforts  always  seem  to  fall  short.  Fiscal  and 
monetary  policies  eliminate  some  joblessness,  but  they  don't  create 
enough  jobs  without  unacceptable  inflationary  pressures*.  Many  low- 
skilled  workers  are  never  reached.  In  addition,  these  aggregate  |>olicies 
guarantee  nothing  about  the  quality  and  permanency  of  the  jobs 
created.  Programs  aimed  at  "disadvantaged"  workers  (such  as  man- 
power training)  undoubtedly  enhance  janrollees'  productivity  and 
ability  to  conif>etc  for  existing  positions.  However,  s  ich  programs  can 
succeed  onfv  when  they  are  tailored  to  existing  job  vacancies  or 
coupled  with  iob  creation.  Despite  the  progress  made  so  far,  the 
biggest  obstacle  has  been  the  shortage  of  "well-paying,"  permanent 
jobs  relative  to  number  of  workers  trained.  In  short,  it's  argued  that 
Government  programs  only  partially  fill  the  gap  between  those  seeking 
a  job  anil  the  |M>sitions  available. 

V.S.  Government:  Employer  of  last  resort?  6 

Past  efforts  have  fallen'  short  of  eliminating  unemployment  as  a 
social  problem,  and  so  the  call  has  been  for  a  direct  approach-  Why  not 
just  have  Uncle  Sam  hire  those  left  out  in  the  cold?  The  idea  is  hardly 
new.  Unemployment,  as  we  know  it,  is  rare  inrountries  with  totally 
planned  economies  because  the  government  provides  for  Total  employ- 
ment in  state-owned  enteq>rises.  Likewise,  in  Sweden's  welfare  state, 
there  is  a  well-established  program  to  provide  (mplovmcnt  for  those 
unable  to  find  a  job.       '  ' 

Supplementing  traditional  economic  policies  with  public  employ- 
ment isn't  new  in  the  United  State-,  either,  due  of  the  most  con- 
troversial of  the  New  Deal  programs  to  combat  the  Great  Depression 
was  the  Works  Progress  Administration.  At  its  |>eak,  the  WPA  em- 
ployed 5  percent  of  the  labor  force  and  absorbed  i  I  percent  of  measured 
unemployment.  The  cost  to  the  nation  averaged  al>out  St. 4  btllion  in 
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direct' we*  per  yew  to  support  about' two  million'  workers^ts  sod 
was  simple:  providing  temporary  income  for  citizens  out  of  wwk  «s  a 
result  of  adverse  economic  conditions..  The  jobs  were  meant  to  be 
temporary,  and  little  or  no  training  was  involved.' 

More  recently,  the  Emergency  Employment  Act  of  1971  created  a 
limited  number, of  temporary  jobs  to  narrow  the  cap  between  the 
number  of  positions  available  and  the  number  of  jobseekers.  As  long 
as  traditional  policies  failed  to  lower  the  unemployment  rate  to  4.5 
percent;  Federal  funds  were  provided  to  local  governmental  units  to 
hire  area  unemployed.    '.—   :  — 

Proirtnents  of  public  service  employment  consider  such  programs 
as  only  a  start,  arguing  that  efforts  must  Jbe  broadened  rfhd  become 
permanent.  As  a  true  employer  of  last  resort,  the  FeMeral  Government 
would  create  jobs  for  anyone  not  finding  employment.  Further,  many 
would  argue  that  full  Government  responsibility  includes  providing  a 
"decent-paying"  job  for  those- who  work  but  don't  earn  an  acceptable 
wage  by  society's  standards. 

Jobs  would  he  reserved— through  eligibility  requirements— for  those 
workers  not  likely  to  find  employment  elsewhere.  Those  who  are  only 
temporarily  out  of  work  ifeictionallv  unemployedX  shouhKnot  be  put 
on  the  Government  payroll.  Eventually  thev  wil!  land  a  job  and  are 
helped  in  the  interim  by  existing  unemployment  compensation  laws. 
The  demand-deficient  unemployed  might  be  aided  bv  public  .service 
employment  as  a  -.top-gap  measure.  As  business  conditions  improve 
these  workers  would  move  off  the  public  payroll  to  private  employ- 
ment. I  he  cornerstone  of  recent  proposals,  however,  is  the  commit- 
ment to  fight  povrrty  by  guaranteemir  job*  to  all  those  who  suffer 
empfUthx  <ltsa<{rai,ta<j(  jn  free  labor  markets  ami  habituallv  have 
high  unemployment  rates-  the  voting,  minorities,  and' those*  in  de- 
pressed arfas.- 

Thus,  the  main,  recipient  would  be  the  low-sktlleJ  for  whom  the 
Government  is.  in  fact,  a  last  resort.  When  these  workers  secure  em- 
ployment in  l  hej>rivate  sector,  it's  often  with  small  and  unstable  firms, 
rhey  are  laid  off  and  rehired  frequently.  Benefits  are  poor,  ami  pay  is 
frequently  low.  People  limited  to  Mich  job*  are  uncmployiiient-prqne 
ami  their  incomes  often  fall  Mow  the  poverty  line.  PuMic  employment' 
would  grvc"them  a  regular  job,  brenkitig  into  the  evele  of  poverty  .ami 
the  job-market  shuffle.'      • .  .  ,  •  '  *  '. 

How  it  u  oilltl  work  .. 

A  public  employment  program  would  differ  substantially  from  its  ' 
predecessor,  the  Works  Progress  Administration.  Although  the  WPAV 
primary  purpose  wh«  to  provide  families  with  imoiue.  h  of  the  dis- 
favor it  attracted  can  I*  traced  to  the  public  impcc-ion  f  hat  recipients 
just  Mood  around.  Partly  .to  avoid  siirh  iriticMn  mid  In  ruck  Ini-aum* 
participants  will  need  remedial  trainmsr,  proposal*  now  Mrc-  the 
creation  of  position*,  which  make  meaningful  coirfrihnt .on-  to  -o< -ietc 
as  well  us  to  the  individuals  involved. 

■  •  •    ■  in  ■      i  • 
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For  those  who  might  be  expected  to  be  on  the  public  payroll  for  only 
*  short  period  (demand -deficient  causes),  temporary  positions  might  be 
Aligned  to  use  their  present  skills.  For  the  "hard-core/'  more  formal 
pUns  are  necessary.  Since  many  of  the  recipients  would  not  fit  the  job 
categories  that  are  most  in  demand  in  the  public  sector,  two  schemes 
hare  been  suggested  for  running  the  program.4  Meaningful  new  job 
classifications  could  be  created  as  spin-offs  from  established  jobs. 
These  would  be  semi-skilled  tasks  that  would  relieve  present  personnel 
of  responsibilities  by  assigning  part  of  their  work  to  new  employees. 
For  example,  local  hospitals  might  train  participants  as  paraprofes- 
sionals  assisting  in  areas  such  as  physical  therapy  and  laboratory 
chores.  Teaching  aids  could  relieve  educators  of  tasks  such  as  at- 
tendance-taking  and  su|>ervision  uf  non-classroom  activities.  Street 
and  highway  departments  could  train  participants  to  assist  heavy 
equipment  operators.  Policemen  could  relinquish  certain  nondangerous 
duties.  In  shortf  new  positions  would  be  created,  and  the  new  em- 
ployees would  be  trained  to  fill  them. 

A  more  traditional  approach  is  also  possible.  Public  employment 
funds  could  be  used  to  hire,  fain,  and  then  employ  worker*  for  exist- 
ing job  classifications.  In  essence,  it  would  be  a  training  program  that 
would  meet  the  failure  of  many  manpower  programs  in  the  past— there 
would  be  a  guaranteed,  meaningful  position  tit  the  end  of  the  training 
period.  In  this  approach,  participants  would  be  employed  as  full- 
fledged  firemen,  building  inspectors,  nurses,  and  file  clerks. 

rol'XTIXG  ITS  BI^SSf.VGS 

When  many  program?*  vie  for  [united  fund*,  any  proposal  %  benefits 
must  be  weighed  against  the  concomitant  corts — no  matter  how  meri- 
torious, the  basic  objectives  appear.  The  employer-of-last-resort  idea 
is  no  exception.  It  must  not  only  ae<  omolish  the  goal  of  an  adequate 
job  for  every  qualified  family,  "but  it  should  do  so  more  efficiently 
than  any  alternative  method. 

-4  chance  to  do  better 

Any  policy  designed  to  aid  people  ultimately  must  rest  or  fall  on  its 
ability  to  make  its  recipients  better  off.  Advocates  point  out  several 
advantages  of  this  proposal  in  the  fight  to  Iwlp  the  distressed. 

1.  Puolie  employment,  once  it  is  *et  upf  is  fast  and  dlrtct.  Fiscal 
ami  monetary  policies  create  jobs  through  general  economic  growth 
and  thus  involve  considerable  time-lags  and  leakages.  Disadvantaged 
workers  are  often  the  last  to  be  hired,  if  they  are  reached  at  all,  in 
economic  expansions.  Likewise,  public  programs  for  depressed  ureas 
based  upon  attracting  industry  may  take  years  to  work  out.  Expendi- 
tures on  juibhe  employment  benefit  the  jobless  immediately. 

2.  F*or'  most  recipients  the  program  could  provide  an  accessible 
and  steady  job.  It  could  Ik*  tailored  so  that  many  low-~killcd  workers 
can  lx*  absorbed  without  lengthy  training.  Main  (iovrrumeiit  instal- 
lations are  in  areas  n<  <  edible  to  ghetto  resident*  \\  ho  mum  it  ute  a  large 
l»ortion  of  those  left  out  of  the  mainstream  of  the  luhnr  imirkH  More- 
over, Government  could  make  a  conscious  effort  to  locate  future 
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facilities  (or  relocated  existing  ones)  in  areas  that  are  convenient  to 
low-income  and  high-unemployment  groups.  But  most  important  to 
the  recipients,  wages  are  "adequate,"  there  are  fringe  benefits  and 
there  is  a  reasonable  degree  of  permanency, 

3.  The  "workfare"  concept  would  help  to  build  specific  skills.  If 
the  worker  is  suffering  from  an  extended  period  of  idleness,  being  able 
to  work  should  help  keep  his  knowledge  current.  For  many  recipients 
the  scheme  would,  by  providing  a  steady  job,  help  develop  and  rein- 
force work  habits.  New  skills  would  also  be  acquired.  A  possible  second- 
ary benefit  of  the  program  is  the  loss  of  many  of  these  workers  to  the 
private  sector  as  their  improved  qualities  as  workers  merit  better 
jobs. 

Advantage*  to  society 

By  providing  a  job  rather  than  a  cash  payment,  the  public  employ- 
,  ment  proposal  has  the  following  basic  advantages  for  society. 

1.  When  idle  resources  are  put  to  use,  society  is  better  off.  A  jobless 
worker  is  not  producing  clocks,  building  boats,  or  painting  buildings; 
petting  him  to  work  at  any  job  will  create  additional  output.  Conversely, 
if  poverty  breeds  wrongdoing,  Government  employment  may  eliminate 
crimes  of  desperation, 

2,  Not  only  will  more  be  produced,  but  especially  valuable  services 
could  emanate  from  the  program,  Jobs  could,  for  instance,  be  created 
at  the  state  or  local  level.  Any  mayor  or  governor  can  cite  many  "ur- 
gent needs''  that  could  be  fillet!  if  Washington  paid  for  the  training 
costs  and  salaries  of  new  employees,  City  streets  could  be  cleaned'! 
recreational  facilities  could  be  built,  and  neighborhood  health  clinics 
could  l>e  owned.  In  short,  formerly  inactive  or  low-productivity 
workers  could  provide  vitally  important  social  services. 

ASSESSING  THE  COSTS 

To  judge  the  job-guarantee  pro|>osal  fairly  one  must  identify  all  the 
costs  so  they  may  be  compared  with  the  benefits  While  it's  difficult 
to  be  precise,  Hie  salient  cost  considerations  run  !>•-  identified. 

Direct  program  costs 

The  direct  cost  of  the  program  to  the  taxpayer  would- depend  on 
the  salary  levels  and  on  the  number  of  eligible  recipient  Hie  \va<re 
rate  should  provide  a  decent  standard  of  jiving,  btit  it  niuv  1*>  lew 
enough  not  to  discourage  returning  to  private  sector  jobs  The  number 
of  candidates  is  difficult  to  estimate  because  there  has  never  been  an 
exact  count  of  those  on  the  fringes  of  poverty—either  at  work  or 
outside  of  traditional  labor  market  pursuits. 

Nevertheless,  estimates  have  been  made  as  to  how  bur  the  pmtrrnm 
might  have  to  be.  "Realistic  proposals"  call  for  a  half  to  a  million 
jobs,  with  a  million  bringing  the  unemployment  rate  down  more  than 
a  percentage  |K>int.  Some  who  have  studied  the  problems  of  the  poor 
come  up  with  numbers  as  high  as  three  to  five  million.  In  addition  to 
those  measured  us  unemployed,  these  figures  include  "discouraged 

»  Fur  o*ie  flwuasKMi  M  <fa»  uumfaTj  jfmrtv^t.  Osrth  I.  Ma*M.m.  "  <  JuaraM^ffi*  Employment 
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workers''  and  those  on  a  part-time  basis  who  want  full-time  em- 
ployment.* 

Such  an  undertaking:  might  cost  anywhere  from  $5  billion  annually 
for  a  million  jobs  to  $20  billion  for  a  comprehensive  program.  In 
terms  of  national  output,  the  cost  of  a  comprehensive  ^iogram  would 
run  between  1  and  2  percent  of  our  current  national  income.  If  reme- 
dial training  and  placement  functions  were  part  of  the  program,  the 
outlay  would  be  even  higher.  Any  disruptions  in  normal  work  patterns 
of  regular  Government  personnel  would  up  the  cost. 

Economic  costs 

The  actual  expenditures  represent  the  cost  to  society  of  the  pro 
gram — net  of  output  produced  by  previously  idle  labor.  However, 
there  are  other  costs  to  oe  considered.  Absorption  of  many  unemployed 
and  low-paid  workers  will  make  labor  more  scarce  for  those  who  want 
to  hire  the  low-skilled  and  will  cause  the  wages  of  those  remaining 
outside  the  program  to  rise.  During  the  Great  Depression  this  was 
apparently  not  a  major  problem  (despite  protests  from  many  local 
businessmen),  probably  because  the  program  never  touched  vast 
numbers  of  the  unemployed.  In  the  more  prosperous  economic  climate 
of  the  1970s,  where  wage  pressures  are  sensitive  to  labor  market 
conditions,  even  a  modest  program  might  cause  wages  to  rise  as 
employers  compete  for  the  low-paid  workers  who  remain  outside  the 
program.  Both  higher  wages  costs  and  lack  of  availability  will  en- 
danger the  competitive  existence  of  marginal  firms  and  cause  costly 
adjustments  of  existing  production  processes. 

Having  Government  services  produced  by  the  new  public  servants 
is  obviously  better  than  having  them  just  standing  around  or  asking 
for  no  work  in  return.  But  this  benefit  should  not  be  viewed  as  costless. 
By  taxing  the  public  to  finance  the  plan,  the  products  that  otherwise 
would  have  been  bought  with  a  good  portion  of  the  taxes  are  not 
being  produced.  For  instance,  fewer  automobiles,  snowmobiles,  and 
TV  sets  may  be  the  price  for  cleaner  cities.  Or,  if  the  scheme  were 
funded  from  existing  revenues,  other  programs  would  have  to  be 
curtailed.  In  this  case,  new  services  may  be  at  the  expense  of  super- 
highways, submarines,  or  stricter  law  enforcement.  The  most  likely 
outcome,  it  would  seem,  is  that  the  program  would  shift  some  produc- 
tion pw;iv  from  private  goods.  While  better  Government  services  may 
or  may  :  ut  have  more  merit  than  private  good*  sacrificed,  employing 
the  hur, I -< ore  jobless  should  be  considered  on  its  own  merits.7 

Thus,  while  the empIoyer-oMast-rcsort  program  would  reduce  unem- 
ployment and  working  poverty,  the  cost*  are  not  inconsequential.  Fur- 
thermore, implementation  of  a  plan  as  large  as  this  one  begets  problems. 
Many  of  the  expenses  and  benefits  cannot  be  determined  until  opera* 
iionsi  start;  setting  up  the  administrative  machinery  would  be  both 
•  o.^tlv  und  time-f'oiisuming.  The  proposal  would  inevitably  fare  a 
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barrage  of  criticism  from  those  who  think  that  the  Federal  Govern- 
ment i»  just  too  large  for  another  "big  spending"  program.  Finally, 
there  is  the  contention  that,  because  of  the  tack  of  profit  motive,  the 
new  public  employees  will  not  be  as  efficiently  used  as  they  would  be 
in  the  private  sector. 

All  of  this  suggests  that  other  policy  alternatives  for  providing  jobs 
for  those  not  in  the  mainstream  of  the  labor  market  should  be  ex- 
plored, especially  plans  that  motivate  private  firms  toward  the  same 
end.  To  do  this,  a  proposal  must  correct  the  circumstances  that  lead 
to  th^  present  deficiency  of  "decent"  jobs. 


The  horns  of  the  dilemma 

A  common  thread  running  through  explanations  for  low  washes  and 
unemployment  is  that  private  firms  just  do  not  find  it  profitable  to 
hire  workers  at  wages  society  feels  are  acceptable.  For  workers  with 
outdated  skills,  their  salaries  plus  retraining  costs  outweijrh  the  value 
of  their  services.  Likewise,  some  firms  that  might  find  hiring  younger 
workers  profitable  at  low  wages  may  be  precluded  from  doing  so. 

Textbooks  often  cite  one  way  of  eliminating  the  problem.  If  workers 
were  willing  to  take  lower  wages,  firms  would  find  it  profitable  to  put 
more  workers  on  the  job.  Over  longer  periods,  given  product  demand, 
businesses  would  use  more  labor  relative  to  machines.  As  matters 
stand,  many  factors  keep  wages  from  falling  in  periods  of  high  unem- 
ployment. Unions  are  one  powerful  force  preventing  wage  cuts. 
Another  institutional  constraint  for  wages  on  the  jobs  normally 
available  to  marginal  workers  is  the  minimum  wage  law.  This  law 
prohibits  firms  engaged  in  interstate  commerce  from  paying  an  em- 
ployee less  than  a  fixed  minimum  regardless  of  age,  skills,  or  the  value 
of  nis  labor  to  the  employer. 

Thus,  the  problem  of  assuring  a  decent  job  for  every  American  is 
double-edged.  Present  real  wage  levels  are  apparently  too  high  to 
guarantee  full  employment.  But  even  if  wages  fell  low  enough  so  that 
everyone  could  find  a  job,  unemployment  would  merely  be  replaced 
with  the  working  poverty  of  low  wages.  What  is  needed  js  a  policy 
that  will  make  jobs  profitable  for  firms  and  mean  enough  incom<  to 
keep  working  families  above  the  poverty  line. 

Two  xray*  to  help 

The  problem  can  be  viewed  as  a  gap  between  minimum  standards 
and  profitable  levels  of  wages  for  a  large  class  of  workers  who  are 
having  difficulty  finding  permanent  employment.  One  way  to  eliminate 
the  gap  and  encourage  private  employers  to  absorb  the  unemployed 
is  to  let  wages  fall  and  supplement  them  with  a  payment  to  the  worker. 
Minimum  wage  laws  could  be  eliminated,  and  workers  could  accept 
the  reduced  wages  dictated  by  economic  conditions.  The  Federal 
Government  would  make  up  the  difference  t*»tween  any  substandard 
wftL'e  and  the  level  which  assures  each  family  an  acceptable  standard 
of  Jiving.  Plans  that  accomplish  this,  such  a*- the  negative  income  lax, 
huve  been  on  the  drawing  hoards  for  many  years;  the  beneficial  em- 
ployment effect  of  encouraging  wage  flexibility  at  the  same  time  has 
not  often  heendiscussed, 
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Another  plan,  wage  subsidies,  would  attack  the  gap  from  the  other 
end.  Rerognuung  the  difficulty  of  convincing  people  to  accept  lower 
wages,  private  employers  could  be  paid  allowances  for  hiring  the 
unemployed  or  for  raising  wages  of  very  low-paid  workers.  In  effect, 
the  Government  would  be  lowering  the  price  of  labor  to  the  firm. 
Like  a  sbopuer  tempted  by  a  sale,  it  is  expected  that  more  of  the  sales 
item  would  be  bought. 

Such  a  waffMUMidy  program  has  beer  attempted  on  a  limited 
scale  both  at  dome  and  abroad— when  dealing  with  problems  of  de- 
pressed areas  and  disadvantaged  laboi «'  CWriy,  to  be  effective  the 
deUtils  of  such  a  urogram  must  be  worked  out.  Like  direct  job-creation 
bv  the  Federal  Government,  the  full  costs  would  only  be  known  if  the 


Income-maintenance  and  wa$e~subsidy  schemes  have  several 
ad  vantages  vThey*frould  not  require  the  vast  administrative  effort  of 
direct  public  employment.  In  both  cases  business  would  still  have  the 
incentive  to  be  as  efficient  as  possible  since  it  would  be  footing  part  of 
the  bill.  Although  taxes  would  be  used  to  finance  the  schemes,  the 

§ references  of  the  public  would  continue  to  determine  what  was  pro- 
need.  Theoretically,  those  industries  that  were  the  fastest-growing 
would  be  the  most  likely  to  hire  new  workers.  This  includes  the 
already  expanding  government  sector* 


Giving  everyone  an  opportunity  for  meaningful  employment  is  a 
goal  that  has  wide  support.  Movements  in  the  unemployment  rate  and 
successes  in  the  fight  against  poverty  are  everyday  concerns  in  the 
press.  However,  the  moot  question  is  whether  there  is  a  viable  way  to 
provide  income  through  jobs  for  all. 

Claiming  there's  a  need  for  new  weapons  hardly  rides  out  traditional 
means.  Creating  jobs  through  stimulating  the  economy  or  by  upgrad- 
ing labor  skills  can  be  productive,  but  they  have  not  been  enough. 
One  option  for  going  further  is  direct  Government  action.  Washington 
can  create  jobs  and  decide  which  programs  should  receive  the  ad- 
ditional personnel  Alternatively,  one  can  rely  on  (he  mechanisms  of 
the  private  sector  to  succeed  where  it  previously  had  failed  by  pro- 
viding subsidies  as  an  incentive. 

Using  subsidies  has  the  advantage  of  precedent.  The  Federal  Gov 
ment  has  a  long  history  of  subsidizing  both  worthy  ami  question*, 
economic  goals.  Moreover,  with  certain  exceptions,  the  private  enter- 
prise system  has  performed  efficiently  in  the  past.  Combining  the 
strong  points  of  each  sector  may  prove  to  be  the  most  effective  uay 
of  building  jobs  and  income  over  the  long  haul. 
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Sir  MM  A  ET 


The  weak  state  of  the  national  economy  has  deepened  the  problems 
ef  tow  dKome  nod  high  unemployment.  High  inflation  rate*  have  htm 
ffca  poor  and  near-poor  by  raising  the  price*  thfcy  pay  rrimtirrfr  more 
tban  th*  incomes  they  irrtir*.  Ami  the  attempt  to  control  inflation  has 
led  to  biflh  ami  growing  unemployment.  Current  Government  pro- 
grams reduce  these  bunlcns  for  tome,  but  too  often  they  are  inade- 
quate, tmfatr,  unpmluctive,  ami  incOctent,  Benefit*  to  tome  poor 
families  ere  well  below  the  poverty  level  or  iero  while  benefits  to  other 
poor  families  ere  worth  a*  much  as  the  average  job.  The  many  income 
maintenance  programs  «l<Mo  administrative  cost*  ami  worsen  the 
benefit  inequities  among  couatty  poor  famittcsw  Nearly  aR  income  main- 
tenance pfMrema  Heal  with  unemployment  or  inadequate  earnings  by 
prowling  direct  benefits,  neglecting  to  aamtm  suflcsent  job  and  earn- 
ings opportunities  One  recent  proposal  to  help  the  unemployed  would 
compensate  the  long-term  unemployed  with  extended  unemployment 
laswrsnce  benefit  However,  by  paying  mhled  amounts  to  people  who 
do  not  work,  this  proposal  might  actually  increase  unemployment. 

Tins  paper  makes  the  case  lor  a  jobs  and  income  piogram  to  replace 
tbe  f  xtst ing  welfare  system  and  to  reduce  poverty  and  unemployment. 
The  propyl  new  propin,  called  JOtK,  is  baaed  on  the  philosophy 
that  guaranteeing  a  job  to  every  family  is  the  best  policy  for  relieving 
the  wor&t  burdens  of  high  unemployment  and  for  raising  chronically 
low  earntiro.  #<)IN  would  achieve  the  following  objectives: 

(t)  Insure  that  every  family  or  single  individual  hail  access  to 
one  public  job  or  one  private  job  at  a  subsidised  wage. 
Jt)  Replace  the  welfare  system  with  a  more  equitable,  more 
efficient  and  more  woffe^newmgWig  program.  The  new  program 
would  .provide  national  payment  standards,  narrowing  the  cur- 
rent wnlc  disparities  by  State;  it  abo  would  improve  substantially 
the  incentives  for  family  stability. 

I*)  Reduce  the  unemployment  rate  at  little  or  no  coat  in 
increased  inflation ;  ami 

(4)  Limit  the  budget  cost  of  overall  welfare  reform  to  $9  billion 
or  less. 
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What  U  JOINt 


JOIN  is  *  comprehensiTe  jobs  and  income  program.  Ite  jobs  com- 
ponent would  oner  one  public  job  or  one  wage  subsidy  benefit  to 
every  family  and  single  individual  If  JOIN  were  introduced  in  1975, 
the  wage  rate  m  the  public  job  would  be  $2*30  per  hour,  or  $4,600  per 
year  for  full-time,  year-round  work.1  The  wage  subsidy  payment  would 
equal  one4ialf  of  the  gap  between  $3  and  the  worker's  wage.  For  ex- 
ample, a  worker  with  a  92  per  hour  job  with  a  private  firm  would  be 
eligible  for  a  subsidy  payment  of  50  cents  per  hour,  or  one-half  of  $3 
minus  $2.  Workers  earning  less  than  $1.80  per  hour  would  be  ineligible 
for  a  wage  subsidy  payment  and  presumably  would  seek  a  public  job/ 

JOINfs  income  component  would  go  only  to  one-parent  families 
with  at  least  one  child  under  age  14,  These  one-parent  families  would 
be  eligible  Cor  a  cash  grant  in  addition  to  the  opportunity  for  a  public 
job  or  a  wage-Subsidize<l [job.  Like  the  current  aid  to  families  with  de- 
pendent children  (AFDC)  program  and  a  negative  income  tax  pro- 
posal, JOIN's  income  component  would  provide  a  maximum  payment 
to  families  with  nc  other  income  and  partial  benefits  to  families  with 
private  income.  Unlike  AFDC  and  the  negative  income  tax,  JOIN 
would  offer  both  an  income  guarantee  Mid  a  job  guarantee  to  one- 
parent  families.  Total  net  income  guarantee  to  one-parent  families  of 
lour  would  be  $3,344, 

All  JOIN  recipients  would  be  subject  to  a  surtax  on  their  earnings 
and  on  their  noneniployment  income.  The  surtax,  which  would  par- 
tially recoup  JOIN  benefits  from  some  families  and  discourage 
participation  by  others,  would  insure  that  40IN  benefits  went  to  the 
neediest  families  and  individuals  and  would  allow  for  differential 
treatment  of  different  types  of  families.  The  surtax  payment  would 
equal  25  percent  of  all  family  earnings  above  some  amount  of  dis- 
regarded earnings  ami  50  percent  of  all  family  nonemployment  income. 
The  earnings  disregards  would  vary  from  0  for  single  individuals  and 
one-parent  families  with  at  least  one  child  under  14,  to  $3,000  for 
married  couples  with  no  children  under  IS,  to  $5,000  for  families  with 
children  under  IS,  Thus,  a  JOIN  worker  heading  a  family  with  chil- 
dren which  had  no  other  earnings  and  no  nonemployment  income 
would  face  no  surtax  until  his  earnings  reached  $5,000,  But  a  single 
individual's  first  dollar  of  earnings  would  be  subject  to  a  25-percent 
surtax.  The  immediate  25-percent  surtax  would  reduce  the  value  of* 
the  JOIN  job  guarantee  to  single  individuals  from  $2,30  to  $1,73  per 
hour. 

The  introduction  of  JOIN  would  coincide  with  (a)  the  elimination 
of  the  AFDl\  AFDC-unemployed  father  (UF),  and  food  stamp 
program;  and,  (6)  the  replacement  of  the  $750  |>ersonal  exemption 
deduction  under  the  Federal  income  tax  with  a  $170  tax  credit.  The 
tax  credit  would  be  refundable  in  the  sense  that  credits  not  used  to 
:  reduce  fax  liability  would  be  paid  in  cash  (o  the  tux  filer.  Since  the 
$750  |>ersoual  exemption  is  more  valuable  than  the  $170  tax  credit 
to  families  of  four  with  income  tax  rates  of  22  percent  or  more,  most 
families  with  incomes  of  $17,500  or  more  would  pay  increased  taxes. 

The  entire  package  would  produce  minimum 'after-tax  income 
opportunities  to  all  families  and  individuals  with  a  full-time,  year- 
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rtmA  worker  of  $4,510  to  two-parent  families  with  two  children 
wader  18,  $3,837  to  married  couples  with  no  children,  ami  $3,012  to 
single  imlivkluab.  In  comparison,  the  national  arerage  benefit  guar- 
antees srsiUWe  to  these  groups  as  of  July  1972  were  $2,431,  $1,362, 
ami  $914.' 

What  Does  JOIN  Cost?  By  How  Much  Does  JOIN  Raise  the  Incomes 
.  of  the  Poor  and  Near-Poor? 

The  net  budget  cost  of  introducing  JOIN  and  the  tax  credit  and 
eliminating  AFDC,  AFDC-UF,  and  food  stamps  would  be  about  $9 
billion  in  1975.*  Federal  expenditures  would  rise  by  $6.6  billion,  and 
the  loss  in  projected  tax  revenues  would  equal  $2.4  billion.  Although 
State  ami  local  governments  would  save  some  welfare  funds,  some  of 
this  money  would  be  used  to  prevent  income  losses  for  current  recipi- 
ents. States  also  would  be  encouraged  to  use  the  rest  of  their  savings 
to  improve  emergency  assistance  and  temporary  disability  programs. 

A  modified,  less  comprehensive  JOIN  program  could  achieve  sub- 
stantial cost  savings  while  continuing  to  raise  income  opportunities 
for  most  |>oor  families.  The  net  budget  costs  of  JOIN  would  fall  from 
$9  to  $6  billion  simply  by  ejtciudtng  single  individuals  between  age 
18  and  22.  Altenurttveryfat  a  gross  direct  cost  of  $4.5  billion,  one 
could  prevtdrThe  JOIN  job  guarantee  and  wagje  subsidy  components 
to  all  two-parent  families  and  childless  couples  and  retain  existing 
income  support  programs. 

The  estimated  tains  in  income  to  the  poor  and  near-poor  from  the 
comprehensive  JOIN  program  are  substantial.  Although  the  poor 
would  lose  food  stamps,  they  would  gain  an  aggregate  increase  of 
$7.8  billion  in  cash  income.  Almost  two-thirds  of  JOIN's  cash  gain 
would  go  to  families  with  incomes  below  $4,000.  The  largest  families  > 
would  benefit  most.  For  example,  JOIN  would  raise  the  average  cash 
incomes  ot  six-person  families  in  the  $0- $3,999  class  from  $2,418  to 
$4,328. 

Many  families  currently  receiving  AFDC  also  would  benefit  finan- 
cially from  JOIN's  replacement  of  AFDC.  Although  tie  JOIN  plus* 
tax  credit  income  guarantees  would  be  smaller  than  t  in  rent  guaran- 
tees in  high  payment  States,  and  lower  than  the  median  State  AFDC 
payment  plus  food  .stamp  bonus,  JOIN  families  could  keep  a  higher 
percentage  of  their  earnings  and  other  income  without  losses  in  benefits 
than  under  AFDC,  and  JOIN  would  guarantee  a  job  in  addition  to 
cash  income  supplements.  The  estimates  show  that  JOIN  would  in- 
crease, the  average  cash  incomes  of  AFDC  families  whose  total  pre- 
JOIN  incomes  were  less  than  $3,000  from  $1,979  to  $3,195. 


Flow  Does  JOIN  Create  Productive  Public  Job 
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The  problems  of  creating  protiu*  tive  jobs;  of  aligning,  stijjervising,  A 
awl  <lis< iplininp  worker*;  and  of  a«lju>tin<:  job  Hows  for  timing  an<l 
geojrraphic  variations  raise  question*  about  whether  a  job  guarantee 
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program  w  practical.  JOIN  s  job  creation  mechanism  is  designed  to 
operate  us  efficiently  as  possible*  Nevertheless,  unexpectedly  large  ad- 
ministrative burdens  could  add  to  program  costs. 

JOIN  would  establish  a  public  corporation  to  administer  its  job 
guarantee  component  along  the  lines  of  Canada's  successful  local  initi- 
atives program  (LIP)*  Since  1971,  LIP  has  sponsored  15,000  protects 
and  created  over  250,000 jobs;  ©valuators  found  that  community  lead- 
ers believed  90  percent  of  the  jobs  produced  worthwhile  public  goods 
anjd  services,  JOIN  would  follow  much  of  the  LIP  design  by  soliciting 
proposals  and  granting  contracts  to  individuals,  nonprofit  institutions, 
anil  government  units.  Project  sponsors  would  have  to  sign  contracts 
specifying  exact  tasks  to  be  performed  and  their  dates  of  completion. 
JOIN  administrators  would  monitor  the  projects  and  would  have  the 
power  to  cancel  or  suspend  projects  not  fulfilling  contract  provisions. 

How  productive  the  public  jobs  are  in  practice  will  determine  to  a 
large  extent  the  success  of  the  entire  JOIN  program.  The  specter  of 
large  numbers  of  people  working  in  wasteful  jobs  or  pursuing  poor 
work  habits  is  a  serious  concern.  But  JOIN  public  jobs  also  have  great 
potential  for  good.  Although  job  creation  problems  will  be  difficult  in 
the  first  few  years,  experience  will  surely  improve  the  ability  to  utilize 
JOIN  workers  effectively.  JOIN  could  tap  the  idealism  of  many  young 
people  by  encouraging  them  to  devise  and  to  run  projects  that  produc- 
tirely  employ  the  Nation's  most  disadvantaged  workers.  Such  a  result 
is  net  pure  speculation.  Many  project  sponsors  who  participated  in 
Canada's  LIr  program  came  out  of  the  experience  with  the  belief  that 
their  Government  listens  to  citizens'  ideas  and  acts  to  help  achieve 
them.  JOIN  could  also  improve  the  unemployed  workers'  self-image 
by  making  him  a  contributing  member  of  society. 


Attaining  low  unemployment  and  low  inflation  is  an  increasingly 
difficult  task.  The  limited  uses  of  general  tax,  expenditure,  and  credit 
jwlicies  have  stimulated  a  search  for  other  tools  to  reduce  unemploy- 
ment and  to  cushion  its  effects  on  the  poor.  JOIN  otfers  a  partial  way 
out  of  the  unemployment-inflation  dilemma.  Among  JOIN'S  advan- 
tages as  an  employment  expansion  tool  are:  (\i  JOIN  public  jobs 
would  reach  the  most  disadvantaged  workers,  who  generally  are  in 
slack  labor  markets;  (2)  JOIN'S  wntre  suhsidy  to  low  wa<re  private 
employment  would  limit  JOIN'S  rost-piish  eifect*;  ami  r-i)  JOlVs 
assurance  of  a  job  to  alt  families  and  individuals,  even  in  >low  economic 
period*,  would  spread  the  burden  of  economic  restraint  more  equitably. 

JOIN  nlso  would  help  to  change  at* it ude>  about  unemployment. 
>ome  cili/en*  Iwlieve  that  unemployment  i*.  the  worke  r's  fault,  that 
plenty  of  jobs  are  normally  available,  hut  that  workers  simply  refuse 
to  accep'  the  available  jobs.  <  >thcr  citizen-*  Iwlieve  that  steady  jobs  ;ire 
difficult  ;or  disadvantaged  workers  to  find,  even  :n  period*  of  low  un- 
employment, JOIN  would  help  settle  the  anrumcnt  by  a^urimr  a  larcre 
*hare  of  workers  a  job.  Whichever  view  is  more  correct.  JOIN  would 
serve  a  useful  purpose.  If  few  workers  uctuallv  accepted  JOIN  jobs 
because  of  their  e\j>ectation  of  letter  jobs,  JOlN  would  demonstrate 
at  low  Government  cost  that  unemployment  for  mo>t  workers  does  not 
mean  the  absence  of  jobs,  but  the  absence  of  irood  jobs.  If  many  work- 
ers did  accept  JO  I N  jobs,  then  JOIN  would  show  that  the  unemployed 
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mv  willing  to  work  even  at  low  wages.  More  important,  JOIN  would 
utilim  manpower  which  otherwise  would  have  been  unemployed  or 
underemployed. 

HHy  1$  JOIN  Superior  to  Standard  Public  Service  Kmjf/oynient 

Programs/ 

JOIN  differs  significantly  from  most  public  service  employment 
(PSE)  programs,  including  the  ones  enactei:  under  the  Emergency 
Employment  Act  (EE A)  of  1971  and  the  Comprehensive  Empjov- 
ment  and  Training  Act  (CfSTA)  of  1973.  PSE  programs  provide 
financing  for  a  fixed  number  of  riioderate-wage  jobs;  JOIN  would 
guarantee  jobs  at  low  wages  to  all  families  and  individuals.  PSE  pro- 
grams add  jobs  directly  only  in  the  public  sector;  the  JOIN  wn«e 
subsidy  could  help  stimulate  added  private  jobs.  PSE  program*  urate 
new  public  job*  M>lely  through  the  State  and  local  government 
bureaucracies;  JOIN  would  utilize  nongovernmental  institutions  as 
well  as  Government  agencies  to  |>erform  useful  projects  with  new 
public  workers. 

JOIN  would  create  more  jobs  than  PSE  programs  for  any  given 
Federal  expenditure  and  total  increase  in  aggregate  demand.  JOIN'S 
lower  wages  are  one  reason  for  the  larger  job  creation  effect.  The 
other  i*  the  greater  tendency  for  PSE  programs  to  help  State  and 
local  governments  use  Federal  dollars  to  refinance  old  jobs  rather  than 
creating  new  ones.  JOIN'S  higher  employment  impact  per  dollar  of 
demand  would  help  make  its  inflationary  effect  lower 

JOIN  would  excel  over  PSE  programs  in  targeting  jobs  to  the 
disadvantaged.  This  is  an  advantage  both  on  equity  and  on  antiinflar 
tion  grounds.  Bv  hiring  only  workers  whose  alternative  opportunities 
are  poorest,  JOIN  would  help  workers  in  slack  labor  markets  within 
the  economy  and  thereby  limit  any  wage  pressure  that  could  stimulate 
inflation.  In  contrast,  PSE  programs  hire  workers  whose  qualifier 
ttons  are  similar  to  the  average  worker's  and  whose  alternative  jobs 
may  be  as  good  as  '*5  percent  of  full-time,  vear-round  workers.  Thus, 
the  wage  pressure  generated  from  added  P&E  jobs  may  be  as  high  as 
from  general  increases  in  demand.  JOIN'S  equity  advantage  is  sub- 
stantial. PSE  programs  provide  a  lar^e  benefit  to  a  small  percent  of 
eligible  workers  and  little  or  nothing  to  the  rest.  JOIN  would  guaran- 
tee a  public  job  or  would  subsidize  a  private  job  on  the  same  terms  to 
all  families  with  similar  needs.  JOIN  also  would  improve  the  equity  of 
the  entire  income  support  system  by  helping  most  those  eligible  for  the 
lowest  current  benefits,  sueh^s  |H>or  single  individuals  and  childless 
couples  and  all  poor  ftersons  in  low-payment  States. 
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HFLOYHEVT  GOAXAlfTKES  SHOULD  EBPUCE  THE  WELFARE  SYSTEM 
(By  Arnold  H.  Packer1) 


An  Or**  Lkttkk  to  tux  Ghost  or  James  Madison 

Mr.  Madison,  you  and  the  other  Founding  Fathers  prophesied  thai 
economic  concerns  would  wither  sway  if  only  the  political  structure 
you  created  would  endure  for  a  few  procrstHms,  Well,  Mr.  Madison, 
as  we  approach  the  200th  anniversary  of  your  handiwork,  the  millen- 
nium has  not  arrived.  It  it  still  mundane  economics,  not  the  philos- 
ophies and  fine  arts,  that  consumes  most  of  our  intellectual  energies. 

I  imagine,  Mr  Msdison,  that  you  thought  the  country  would 
prosper  and  that  you  believed  in  the  diminishing  marginal  utility  of 
income,  WeB,  part  of  your  prediction  was  correct.  I  dsre  say  we  must 
he  at  least  as  affluent  ss  you  imagined.  But,  unfortunately,  your  view 
of  human  nature  has  been  too  charitable.  Hsving  more  hasn't  msde  us 
went  less.  We  don't  measure  our  income  sgainst  a  fixed  standard,  but 
rather  continue  to  look  enviously  st  how  well  our  peers  ere  doing. 
However,  don't  bp  too  disappointed  with  your  countrymen.  Recent 
surreys  suggest  that  the  importance  of  relative  income' is  worldwide. 

We  have  yet  to  solve  the  fundamental  dilemms  of  income  distribu- 
tion: How  can  we  eliminate  poverty  without  eh  mint  ting  the  reward 
for  working?  But  we  ere  miking  progress.  For  s  long  while,  slmost  * 
hundred  and  sixty  years,  we  didn't  even  thmk  there  was  a  dilemma. 
Those  who  didn't  work  didn't  eat  unless  their  family  or  some  charity 
helped  out — that  tradition  of  self-reliance  you  bequeathed  us. 

Then  forty  years  ago,  well  after  the  decadent  countries  of  Euro|>c, 
we  bepm  to  realize  that  not  everyone  could  work.  In  1935,  the  >ocial 
Security  Act  was  passed  to  take  care  of  the  aged  and  disabled,  the 
widows  and  children,  and  the  temporarily  unemployed. 

Thus  our  society  institutionalized,  in  government,  the  responsi- 
bility to  support  tKose  who  couldn't  or  shouldn't  work.  As  a  nation 
we  had  passed  the  Rubicon  ami  recognized  that  in  our  affluence  we  had 
a  responsibility  to  these  people,  (X  course,  reco^mmm;  and  dUchsnrinp 
the  responsibility  are  two  different  thinpv  But  given  time  and  n  mech- 
anism, die  country  does  reasonably  well.  As  of  July  l«74.  the  Social 
Security  Administration' will  pay  its  averse*  retired  couple  $.;10  |ier 
mouth,  find  the  ag«l  poor  couple  not  under  ><» ntiimm  mil  re- 
«eive  $2:'A)  from  the  Ni|tf4entental  Secunu  Income  >^>l  \niw*tm 

But,  cunt  ran*  to  what  you  expected.  Mr.  Mndi-un.  tin-  dilution  to 
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one  economic  problem  seems  only  to  expose  Another,  more  difficult 
challenge.  Some  beneficiaries  of  the  Social  Security  Act,  many  of  those 
receiving  Aid  for  Dependent  Children  (AFDC),  can  work  and  do  work 
more  than  occasionally.  Therefore,  we  now  have  to  face  the  problem 
of  distributing  rewards  among  potential  workers.  What  should  be  pro- 
vided to  single  parents  who  have  children,  and  what  about  the  working 
poor?  We  recognize  that  the  existing  welfare  system  will  not  do,  but 
as  yet  we  cannot  decide  on  an  alternative— welfare  reform,  a  i  <°gative 
income  tax,  wage  subsidies,  public  sector  jobs  or  what.  That  Mr 
Madison,  is  our  current  problem.  Perhaps  when  we  solve  it,  inflation! 
the  energy  crisis,  campaign  financing,  and  a  few  other  things,  we  will 
be  able  to  leave  economics  for  philosophy  and  art,  maybe  on  our  300th 
birthday. 

Categorical  job  guarantees 

The  solution  to  the  problems  of  welfare  and  the  working  poor  is 
to  provide  jobs  for  those  who  can  work,  support  for  those  who  can't, 
and  some  combination  of  work  and  support  for  those  who  can  work 
only  some  of  the  time.  The  trick  is  to  accomplish  this  equitably  and 
efficiently—at  a  cost  the  public  will  accept.  Moreover,  the  program 
must  not  create  incentives  for  fathers  to  desert  their  families  or  leave 
those  who  work  feeling  that  they  would  be  just  as  well  off  on  welfare. 
It  is  proposed  that  the  following  arrangement  will  come  close  to  satis- 
fying these  criteria. 

The  proposal's  keystone  is  a  guarantee  of. a  fulltime  job  for  one 
person  in  every  family.  Every  family  that  contains  one  or  more  children 
would  be  entitled  to  one  job  paying  one-half  the  median  family  in- 
come, that  is,  a  wage  of  approximately  $3.00  per  hour  and  an  income 
of  about  $6,000  in  1974.  No  other  option  would  be  guaranteed  to 
families  that  contain  two  able-bodied  adults  of  working  age. 

The  same  guarantee  of  a  full-time  job  would  also  apply  to  single- 
parent  (primarily  female-headed)  families.  However,  these  families 
would  have  other  options  as,  well.  The  single  head  of  a  family  with 
children  could  also  choose,  if  he  or  she  preferred,  a  guaranteed  half- 
time  job  paying  three-eights  the  median  income  ($4,500  in  1974). 
The  hours  of  the  half-time  job  would  conform  to  the  sghool  year  say 
40  weeks  of  work  at  25  hours  per  week.  Both  half-  and  full-time  job 
guarantees  would  be  considered  fulfilled*  under  the  same  conditions, 
when  the  earnings  of  one  family  member  or  the  total  unearned  income 
received  by  the  family  exceeded  one-half  the  median  income.  , 

These  two  options— full-time  or  half-time  employment— jwould  be 
the  only  alternatives  o|*n  to  single-parent  families 'unless  there  were 
presc  hool  children.  Single-parent  families  with  preschool  children  could 
choose  to  forgo  both  work  options  and  elec  t,  instead,  to  receive  a  wel- 
fare payment  equal  to  one-quarter  the  median  income  ($3,000). 
Families  without  children  and  unrelated  individuals  would  also  be 
guaranteed  full-time  employment.  However,  the  wage  would  be  less- 
three-eighths  the  median  ($4,500)  for  childless  families  and  one- 
quarter  ($3,000)  for  single  individuals. 

The  various  options  are  shown  in  the  table.  In  addition  to  creating 
job  guarantees,  the  plan  would  eliminate  minimum  wage  laws  and  most 
in-kind  programs  such  as  food  stamps  and  public  housing. 
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Wh§  guanmUe  ;oto  f 

Evenr  society  mutt  continually  reconcile  the  fundamental  objec- 
tives of  efficiency  and  equity*  The  reconciliation  is  reflected  in  income 
distribution.  A  society  so  inhumane  as  to  be  concerned  solely  with 
efficiency  would  let  those  without  the  capacity  to  earn  a  living  starve— 
aid  this  includes  the  children  of  the  unemployed.  On  the  other  hand, 
a  society  so  muddle-headed  that  it  passes  out  financial  rewards  equally 
and  without  regard  to  productivity  may  soon  find  thai  everyone  is 
equally  poor.  Therefore,  we  must  seek  a  compromise  that  is  both 
humane  and  productive.  However,  our  distribution— in  which  the 
poortet  fifth  among  U.S.  families  receives  about  one-eighth  as  much 
income  as  the  richest  fifth—may  be  neither  humane  nor  productive. 
The  poorest  fifth  is  the  subject  of  most  income-maintenance  schemes. 
It  turns  out,  coinciden tally,  that  these  are  the  families  whose  incomes 
are  less  than  half  the  median.  About  a  third  of  these  families  are 
headed  by  an  aged  person  and  another  third  by  females.  The  remain- 
ing third  are  poor  two-parent  families, 
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It  is  the  mixed  demographic  character  of  <be  poorest  20  i>erceni  that 
makes  the  welfare  problem  so  complex.  In  addition  to  the  tension  be- 
tween equity  and  efficiency,  there  i#  a  conflict  between  what  may  be 
called  work  equity  and  support  equity.  We  are  lorn  between  the  Prot- 
estant work  ethic—those  who  sow  shall  reap— and  the  Christian 
charity  principle  of  supporting  the  needy.  The  Welfare  Rights  Organi- 
zation has  called  for  welfare  incomes  of  $6*500,  more  than  half  the  median 
family  income.  And  Gallup  polls  oven  he  years  report  that  tlte  public 
agrees  that  half  Ihe  median  family  income  is  the  minimum  necessary 
for  a  family  of  four  "to  get  along."  Unfortunately,  $0,500  is  approxi- 
mately the  average  take-home  pay  for  a  worker  with  three  dependent*. 

Most  people  would  be  offended  by  an  income-ninifLtefmh'e  *y*tcm 
that  provides  a  factory  worker  no  more  lake-home  pny  ifum  'he  wel- 
fare recipient  who  either  cannot  or  will  not  work.  Titos*  who  decry 
Archie  Bunker  and  bemoan  proverty  in  the  midst  of  our  "affluence" 
should  recognize  that  Archie  and  his  friends  take  home  only  $0f5(K)  a 
year  The  average  production  or  nonsupervisory  wage  is  only  around 
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$4.00  an  hour.  That  is  *  gross  income  of  $8,000  foi;  a  full  year— before 
tax  deductions,  union  dues  snd  work  expenses. 

However,  it  is  consistent  with  both  work  and  support  ethics  to  see  to 
it  that  a  family  head  who  wants  to  work  can  earn  an  adequate  income. 
Even  Archie  is- likely  to  agree  that,  in  this  complicated  age,  it  is 
society's  responsibility  to  guarantee  every  family  head  the  oppor- 
tunity to  make  a  living.  At  the  same  time,  every  able-bodied  family 
head  should  be  willing  to  work  full  time  all  year  if  the  family  contains 
another  adult  able  to  take  care  of  the  children.  That  is  the  line  of 
reasoning  4hat  leads  to  job  guarantees.  However,  the  same  ethic  may 
lead  to  other  solutions,  ancfso  the  guarantee  idea  should  stand  the  test 
of  comparison. 

Why  not  something  else? 

The  poverty  problem  is  not  new,  and  there  is  no  scarcity  of  proposed 
solutions—welfare,  welfare  reform  antl  negative  income-  taxes;  job 
training  and  equal  educational  and  employment  opportunities;  and 
public  employment  or  wage  subsidies.  Why  is  the  guaranteed-job 
scheme  likely  to  be  a  better  solution  than  these  others? 

The  tax-and-transfcr  approach  includes  a  negative  income  tax  and 
all  the  variants  of  welfare  reform.  Certainly  some  taxing  of  the  nonpoor 
to  support  the* poor  who  are  aged,  disabled  or  have  preschool-age  chil- 
dren will  be  necessary.  The  problems  arise  when  income  transfers  are 
used  to  aid  the  working  poor.  A  successful  negative  income  tax  pro- 
gram most  reconcile  sup|>ort  and  work  equity.  However,  it  is  difficult 
to  find  a  formula  that  provides  adequate  .support  to  nonworkers 
without  discouraging  the  |>oor  who  can  work.  For  example,  a  $3,000 
minimum  support  level  which  declines  fifty  cents  for  each  dollar  earned 
means  some  aid  for  everyone  up  to  incomes  of  $6,000.  This  formula  fails 
on  all  accounts:  $3,000  is  not  enough  to  live  on  (no  support  equity),  a 
.  tax  rate  of  50  percent  is  unfairly  high  at  these  income  levels  (no  work 
*q{Mty),  and  »  program  this  "generous"  would  cost  too  much  to  be 
politically  viable.  The  welfare  reform  proposal  that  was  defeated 
last  time  had  only  a  $2,400  minimum  support  antl  a  tax  rater  of  67 
percent. 

How  would  Kiwranteed  employment  compare?  The  proposed  scheme 
also  provides  only  $*,#00  to  a  nonworking  family,  ttut  it  allows  the 
family  many  choices  for  increasing  that  income  from  other  sources 
(such  as  purt-tum-  employment,  Social  Security  survivors'  benefits  and 
disability  payments;— ami  allows  it  to  keep  most  of  what  it  earns,  the 
plan  would  be  even  more  ex|»ensive  than  welfare  reform:  perhaps 
$12-115  billion  for  a  total  program.  However,  Social  Security  ex- 
|>ehditures  increased  by  $35  billion  over  the  last  six  vears,  and  so  the 
question  is  not  only  cost  but  whether  what's  bought  is  worth  the 
price.  There  is  no  right  or  cheap  answer  to  poverty,  but  rather,  a 
solution  which  is  j/olifiially  best  because  it  conforms  most  closely  to 
what  the  public  thinks  fair  and  efficient. 

Tax  apd  transfer  schemes,  whether  implemented  or  proposed,  have 
not  been  politically  attractive.  The  detuogrant  idea  proposed  by 
candidate  George  Mi  Qovem  ($1,000  for  every  jwrson)  went  nowhere. 
And  everyone  agrees  that  the  current  welfare  system  should  go  some- 
place where  it  can  be  forgotten.  The  current  welfare  system  fails 
because  (amon«  other  thjnys)  it  tries  to  separate  the  workers  from  the 
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poo  workers  but  succeeds  primarily  in  separating  fathers  from  their 
%■:  families. 

Can  categorical  job  guarantees  avoid  this  pitfall?  Some  say  that  the 
moment  benefits  are  categorical — that  is,  depend  on  family  status— 
incentires  to  alter  family  status  are  created.  However,  family  structure 
incentives  are  inevitable  whether  the  program  recognizes  family  status 
or  not*  Even  a  demogrant  would  create  incentives  to  live  together— 
and  have  a  larger  family  if  one  more  mouth  could  be  fed  for  less  than 
$1,000  a  year.  Moreover,  the  job  program  described  earlier  is  designed 
to  be  neutral,  A  single  woman  would  have  little  to  gain  financially  by 
ha ;  i *  ~Md.  Ami  a  father  would  have  little  financial  reason  to  leave 
-hi*  it  n-»  de  would  have  to  take  one  child  to  be  eligible  for  a  family 
head's  job,  and  then  the  family  would  gain  access  to  a  second  job  or 
•3,000  only  if  there  was  a  preschool-ap  child.  If  a  husband  wants 
f  encouragement  to  leave  the  bosom  of  his  family,  it  will  have  to  come 

from  another  source.  It  is  true  that  a  woman  whose  youngest  child  has 
entered  school  might  have  an  incentive  to  have  another  child  to  avoid 
losing  her  $3,000  stipend.  But  why,  when  she  could  work  half  time  and 
increase  Iter  income  by  50  percent?  0 

The  current  welfare  system  not  only  encourages  the  father  to  leave 
his  family  but  also  tempts  recipients  to  hide  earnings  or  other  income. 
This  failing  would  be  true  of  negative  income  tax  schemes  that  have 
tax  rates  of  50  or  67  percent.  There  may  be  some  incentive  to  be 
dishonest  u^the  proposed  job-guarantee  program  also.  But  it  is  much 
less  venal  ihan  the  cheating  encouraged  by  the  current  welfare  pro- 
gram. Under  guaranteed  employment,  cheating  provides  only  an  extra 
job — not  extra  unearned  money. 

Another  problem  with  welfare  programs  is  the  income  "notches" 
they  create.  Earning  the  last  dollar  that  takes  one  off  the  welfare  roles 
means  the  loss  of  many  dollars  in  welfare  and  ancillary  benefits.  The 
>  sura  of  public  housing,  Medicaid,  food  stamps  and  related  programs 
costs  u\  ~o  than  AFDC.  These  extra  benefit's  often  make  leaving  wel- 
fare' a  i  uancial  disaster.  This  is  a  problem  that  a  negative  income  tax 
I  yposed  to  cure,  but  it  would  be  difficult  to  do  without  penalizing 
many  current  welfare  recipients.  In  general,  the  notch  problem  is  not 
as  difficult  under  a  guaranteed -job  arrangement.  The  family  head  can 
moonlight;  e'her  family  members  can  work;  and,  except  that  normal 
taxes  must  be  paid,  there  is  no  penalty  until  some  second  family 
member  passes  the  $6,000  income  mark.  Moreover,  the  family  head 
may  be  successful  enough  at  his  guaranteed  job  to  encourage  his 
*  public  employer  (or  someone  else)  to  offer  him,  or  her,  a  regular  job 
at  a  higher  salary. 

If  and  when  another  worker  in  the  family  earns  $6,000  or  more,  the 
family  head  would  no  longer  be  eligible  for  the  guarantee.  At  first 
blush  earning  the  last  few  dollars  creates  a  severe  penalty.  The  family's 
income  will  drop  from  $11,999  to  $6,001  as  the  second  worker's  salary 
passes  the  $6,000  mark.  But  obviously  it  doesn't  have  to  be  that  way. 
If  a  man's  wife  gets  a  raise  from,  say,  $5,009  to  $6,500,  he  can  quit 
the  program  and  go  get  the  best  job  he  can  in  the  open  market- More 
important! v,  a  notch  at  an  income  of  $11,999  hardly  appears  to  be  a 
social  problem. 

The  strength  of  the  plan  is  that  there  is  nothing  to  keep  the  family 
head  from  going  out  and  seeking  the  best  job  he  can  and  forgetting 
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body  to  do  anything:,  or  to  forc o  any  promising  opportunity.  Only  the 
government  is  forced  to  guarantee  that  every  family  head  can  have  a 
job  at  a  "decent"  salary  if  he  wants  one  and  that  a  single  parent  can 
get  a  job  that  conforms  to  the  children's  school  year. 

All  of  the  welfare  plans,  negative  income  taxes,  and  demogrants  are 
plans  to  sup|K>rt  the  |>oor  without  asking  anything  in  return.  The 
political  difficulty  of  upsetting  work-equity  values  in  this  way  has  led 
many  economists  ami  politicians  to  seek  a  solution  to  |>overty  via  a 
change  in  the  distribution  of  earned  income,  (If  we  divide  the  popu- 
lation! into, five  income  groti|>sf  almost  two-thirds  of  the  income  differ- 
ences among  the  quint iles  are  a  result  or  variations  in  average  earnings 
per  worker — a  combination  of  lower  wage  rates  and  sporadic  em- 
ployment.) 

One  vehicle  for  changing  earned  income  is  the  human  capital  ap- 
proach, which'  includes  cqud  educational  opportunity,  job  training, 
fair  employment  laws  »nd  so  on.  The  approach  has  been  challenged 
on  empirical  and  theoretical  grounds.  Job  training  hasn't  fulfilled  its 
promise.  Christopher  Jencks,  in  Inequality,  has  challenged  the  premise 
that  education  influences  income.  Lester  Thurow  has  suggested  that 
the  economy  generates  the  income  distribution  and  that'educational 
differences  determine  only  who  will  ':e  at  the  end  of  the  line.  As  a 
wise  old  lady  once  said,  everyone  can't  be  above  average.  Another 
tactic  is  to  use  macroeconomic  |K>licy  to  maintain  a  condition  of 
overemployment  in  which  employers  are  forced  to  upgrade  their 
workers.  Recent  inflation  experience  suggests  the  price  of  that  policy 
is  too  high. 

Thurows  maricft-ttrncture  approach  discards  the  optimism  of 
human  capital  and  holds  that  unless  the  labor  market  itself  is  changed 
we  all  can't  be  better  off—  irre*|M»<'ti-'e  of  investments  in  education  or 
training.  Thus,  without  structural  change  there  mav  always  be  a 
dual  labor  market.  One  market  will  have  good,  steady,  well-paying 
jobs  for  those  who  have  made  it,  while  the  other  will  offer  sporadic, 
unnleasant,  dead-end  jobs  to  those  who  haven't. 

Minimum  wages  laws  are  a  historic  attempt  to  change  the  market 
structure.  Unfortunately,  the  minimum  wage  rate  is  always  too  low  to 
allow  a  breadwinner  to  support  his  family  yet  high  enough  to  eliminate 
many  jobs  that  >econdarv  family  workers  would  otherwise  take. 
\oncategorical  public  employment -of-last -resort  encounters  the  same 
problems.  If  the  program  gives  a  job  to  everyone,  it  will  either  be  too 
arge,  pay  salaries  that  are  too  low,  be  too  expensive-  or  have  all  of 
these  disadvantages. 

The  point  is  that  if  Junior  or  the  neVr-do-well  husband  of  a  suc- 
cessful woman  executive  (or,  parenthetically,  the  wife  of  a  well-paid 
husb'tnd)  can't  find  an  adequate  job,  it  is  no  great  social  loss.  But  a 
father  who  can't  maintain  his  family's  economic  well-beim:  or  respect 
because  he  bounces  from  dishwasher  to  delivery  "buv"  creates  an 
unacceptable  situation.  That  is  the  problem  to  be  met  and  solved. 

The  amplest  solution  is  the  most  direct  one:  guarantee  family  heads 
a  job  at  an  adequate  income.  The  judgment  here  is  that  adequate 
means  half  the  median  famitj  income  and  twice  that  given  to  welfare 
families.  Making  the  guarantee  categorical— one  per  family— means 
that  the  help  can  be  focused  where  the  problem  is  ami  the  cost  be  kept 
within  bounds.  The  net  cost  of  the  whole  program— salaries  less  the 
saving*  on  welfare,  food  stamps,  and  public  housing— is  hkelv  to  be 
less  than  one  j>ercent  of  GXP. 
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Those  who  have  thread  with  the  argument  up  to  this  point  might 
still  believe  that  subsidized  employment  is  a  better  idea.  That  isv  nnd 
some  way  to  make  up  the  difference  between  whatever  a  family  head 
makes  in  the  private  sector  and  the  target  of  $6,000,  Wage  subsidies 
have  a  number  of  attractive  advantages.  The  public  cost  may  be  less 
because  the  government  need  pay  only  the  difference  between  the 
private  wage  and  $6,000.  Moreover,  wage  subsidies  would  not  disrupt 
current  market  structures  very  much.  Finally,  the  work  now  done  by 
family  heads  in  low-wage  jobs  may  be  more  socially  useful  than 
assignments  dreamt  up  in  pubic  employment. 

However,  wajye  subsidies  are  inferior  to  guarantees  on  two  important 
counts.  Subsidies  create  powerful  incentives  for  collusion  between 
employer  and  employee.  Rather  than  agree  on  a  rise  that  will  reduce 
the  subsidy,  it  is  to  everybody's  advantage  to  arrange  for  hidden 
payments  enabling  boss  and  worker  to  split  the  government's  payment. 

Secondly,  distrubin"  existing  labor  markets  may  not  be  all  bad.  Why 
should  the  public  subsidize  private  employers  who  do  not  upgrade 
jobs?  Job  guarantees  will  force  desirable  changes  throughout  the  job 
market  for  family  heads  who  earn  close  to  $6,000,  Their  employers 
will  have  to  make  wage-job  condition  offers  that  compare  favorably 
with  the  new  jobs.  Thus,  in  contrast  to  welfare  programs  that  drive 
Archie  Bunker  up  the  wall,  categorical  job  guarantees  should  look 
good  to  most  blue-collar  workers.  However,  such  a  program  won't  be 
without  problems, 

Mechanics  and  problems 

A  typical  resjKmse  to  the  Job-guarantee  proposal  is:  How  would  it 
work,  and  where  would  you  find  the  job*?  it  might  operate  this  way, 
A  person  "oes  to  the  Federal  Employment  Service  office  in  his  city  ami 
declares  that  he  or  she  is  a  family  head  living  with  his  or  her  children 
and  that  no  other  family  member  is  earning  $6,000  annually.  The 
Service  then  has  a  limited  time,  say  ten  working  days,  to  check  the 
applicant's  eligibility  and  find  him  a  regular  job,  in  either  the  public 
or  the  private  sector,  paying  at  least  the  guaranteed  wage.  If  the  job 
search  is  unsuccessful,  the  applicant  is  placed  in  a  "special"  public- 
sector  job  paying  $120  per  week.  The  Service  is  required  to  maintain 
a  list  of  tftese  special  job  openings  so  that  it  will  always  Ik*  able  to 
accommodate  any  applicant  it  cannot  place  in  private  or  regular 
government  jobs. 

What  could  these  |>eople  do?  Well,  for  one  thing,  they  rould  be 
contracted  out — at  full  pay — to  private  industry.  Many  firms  are 
willing  to  pay  $3.00  an  hour  for  temporary  employees.  The  rest  of  the 
job  opportunities  consist  of  urban  beauttfication  workers,  school  and 
hospital  assistants,  playground  attendants,  traffic  directors,  and  so  on. 


programs  in  Canada  ami  Xew  York  City. 

Administration  will,  no  doubt,  be  a  serious  headache;  and  main* 
tip ining  1he  morale  of  other  government  workers  wont  tw1  easy; 
However,  if  the  most  difficult  problem  in  society  is  to  find  useful  work 
for  the  welfare  clientele,  then — for  Golf's  sake— let's  not  give  the 
hardest  problem  to  the  least  talented.  The  cynic  may  say  that  these 
people  can  hardly  do  worse  than  many  government  'employees  who 


7-13 


789 


get  paid  i*kuch  more  than  $6,000  to  study  poverty.  And  the  optimist 
will  nope  that  the  government  has  enough  ingenuity  to  use  these  free 
resources  in  an  imaginative  and  productive  manner. 

There  are  other  problems.  Firms  that  stand  to  lose  current  employees 
to  these  public-sector  jobs  will  be  hurt.  And  in  some  regions  there  will 
be  many  such  firms.  However,  to  a  great  extent  this  will  be  good 
riddance  to  a  bad  system.  There  should  be  little  regret  at  the  passing 
of  the  sight,  familiar  in  many  southern  towns,  of  grown  men  waiting 
for  an  employer  to  rome  to  town  to  offer  them  a  day's  work  for  ten  or 
fifteen  dollars.  Moreover,  these  employers  will  still  be  able  to  offer 
employment  to  the  rhiltlem  and  wives  of  these  men— ami  without 
concern  for  minimum-wage  laws,  Or,  these  firms  can  hire  labor  from 
the  government  on  a  contract  basis. 

Some  women  may  he  unhappy  about  categorical  job  guarantees 
because  the  plan  reflects  a  judgment  that  the  family  is  the  basic 
sociological  and  'cor.omic  unit  and  thus  may  threaten  the  job  of  the 
family  head's  spoUM\  Some  women  whose  husbands  earn  middle- 
or  up|>cr-class  incomes  and  who  themselves  hold  vulnerable  govern- 
ment jobs  may  lo«-  those  jobs  to  male  or  female  family  heads  (but 
those  women  who  have  the  necessary  professional  or  secretarial  skills 
these  family  heads  lack  needn't  worry  much.) 

However,  the  women  who  need  liberation  most  w  ill  benefit  greatly. 
A  third  of  the  families  in  the  lowest  quintile  are  headed  by  females. 
These  women  will  have  many  more  opportunities— including  the 
opportunity  of  re-acquiring  the  husbands  who  left  them  so  that  their 
families  could  become  eligible  for  welfare.  The  w  ives  of  men  who  will 
earn  a  decent,  steady  living  lor  the  first  time  or  whose  wage  will  be 
bid- up  by  the  pre>encc  of  the  job  guarantees  will  surelv  welcome 
being  liberated  from  poverty, 

The  guarantee  will  put  inflationary  pressure  on  the  bottom  end  of  the 
wage  *cale.  But  since  the  guarantee  is  written  in  terms  of  median  in- 
come, the  inflation  must  ultimately  be  the  mechanism  that  ^transfers 
real  income  from  the  higher  income  groups  to  the  lowest  one.  That 
means  that  most  of  us  who  read  (and  write)  this  magazine  will  get 
somewhat  smaller  raises  whil<»  the  lower  group  catches  up.  (Those 
unfamiliar  with  the  data  mav  be  shocked  to  find  out  how  "rich"  they 
are.  An  income  <•!  $15,000  in  1972  put  a  family  in  the  top  thin!  of  the 
income  distribution,  and  $20,000  put  it  in  the  top  15  percent  ) 

Job  guarantees  along  the  lines  described  above  might  increase  the 
share  of  the  income  pie  going  to  the  jKwst  20  |>ercent  bv'two  |>er- 
centage  points  (from  5.5  percent  to  7.5  percent  of  the  total).  Most  of 
the  increase  would  come  from  the  highest  20  percent,  as  it  should  if 
income  distribution  in  the  United  States  is  to  be  more  humane. 

The  program  will  be  difficult  to  administer,  h  will  take  an  extraor- 
dinary amount  of  imagination  to  motivate  the  army  of  workers  to  do 
productive  work  in  the  face  of  a  guarantee.  Unless  there  is  proper 
planning,  private  and  public  lal>or  markets  will  be  disrupted.  Cer- 
tainly experimentation  should  precede  full-scale  operation.  Un-1 
fortunately,  there  are  no  easy,  problem-free  .solutions  to  |K>vcrt  v. 
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BEYOND  THE  SAFETY  NET: 

REVIVING  THE  PROMISE  OF  OPPORTUNITY  - 
IN  AMERICA* 

(By  Swr  A.  Levitan  and  Clifford  ML  Johnson) 
THE  AVAILABILITY  OF  JOBS 

Conservatives  have  succeeded  in  challenging  the  willingness  of  the 
poor  to  work  largely  by  treating  job  avai  lability  as  a  eiven.  Recogniz- 
ing thai  poverty  ami  work  motivation  can  be  plausibly  linked  only  if 
jot*  are  available  for  thorn  who  seek  them,  they  profess  confidence  in 
market  mechanisms  while  ignoring  the  evident  lack  of  employment 
opportunities  for  nrillkmsof^^  not  only  in  recessions  but  also 
j&  good  tiroes* 

The  most  vivid  examples  of  refusal  to  acknowledge  labor  market 
conditions  can  be  found  tn  President  Reagan's  faith  in  job  availability 
amid  postwar  record  unemployment  During  the  worst  recession  since 
the  Great  Depression,  Reagan  clung  to  tlte  theme  that  opportunities 
for  work  abound : 

Pick  up  the  Sunday  paper  and  look  at  the  number  of  help  wanted  ad*. 
Here  are  €M$k>y*rn<b€Ggimx  for  employees,  taking  acU  out  for  them  at  a 
time  of  the  htghwrf  nonptoyineat  that  we're  known  rince  the  w*r* 


la  the  great  meUo peBtan  centers  ,  * .  you  count  as  many  as  85  pases  of 
hatp  waste*  ada  , .  *  Theme  newspaper  adt  amrlneed  us  that  there  are 
Jot*  watting  and  people  not  trained  for  these  Jot*  * 

Hie  administration's  only  concession  to  widespread  joblessness  lay  in 
the  acknowledgment  that  workers  with  a  record  of  sustained  employ- 
ment may  lack  the  skills  to  obtain  available  jobs. 

Except  when  unemployment  reaches  well  into  the  middle  class,  the 
mismatch  between  available  work  opportunities  and  the  skills  of  the 
unemployed  receives  scant  attention  from  conservatives.  Lack  of 
skills  may  explain  joblessness  among  the  nonneedy,  but  it  is  assumed 
that  the  poor  ate  suited  only  for  unskilled  work  and  unwilling  to  work 
at  commensurate  wages.  The  presumption  of  job  availability  remains : 

There  are  aasfcMM  aad  towfkftlled  job  opeolngs  uromd  gators— bat  why  - 
ffcetM  watfluw  ledplaaK  take  them?  Paw  people  may  often  be  of  low 
UrfslHawHWp  hmt  they  are  not  ■tepid,  Why  rixouid  they  work?  Hundreds 
of  thousands  erf  low^fcUled  job*  are  going  begging  In  state  employment 
MefappsMtan  newspapers  carry  many  pases  of  "help  wanted4* 


wHh  the  mm*k*m  *t  s*r  a  x*wiu*  «»d  cwr«<i  V.  le*™***  tern 

£ry  9eii  WmMm  the  Prom**  ef  Opportunity  t*  Am&cicm.  C*mU*S*e, 
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The  availability  of  unskilled  employment  is  rarely  substantiated,  and 
yet  Uus  premise  is  crucial  to  the  finding  that  "there  are  millions  of 
persons  who  will  settle  for  small  but  easily  obtainable  income  if  it 
enables  them  to  avoid  work."  ** 

Berbaps  the  ultimate  defense  of  the  motivation  thesis  has  been 
crafted  by  George  Gilder,  who  contends  that  individuals  can  "create 
their  own  jobs"  because  "their  supplies  of  work  and  human  capital  can 
engender  their  own  demand."  "  Gilder  s  vision  is  one  in  which  every 
person,  however  bereft  of  resources,  is  an  entrepreneur  who  can  reap 
economic  gains  simply  through  perseverance  and  hard  work.  A  similar 
belief  in  individual  empowerment  has  led  another  conservative  ob- 
server to  label  poverty  and  unemployment  in  New  York  City  a  "state 
of  nund,"  concluding  that  "in  a  metropolis  those  willing  to  accept  any 
work—not  holding  out  for  something  meaningful  and  ennobling— 
can  make  a  living  and  even  save  money." 34  Opponents  of  government 
intervention  believe,  as  a  tenet  of  faith,  in  the  supremacy  of  motiva- 
tion and  will,  liy  definition,  the  problem  of  job  availability  no  Ioniser 
exists. 

The  conservative  view  of  job  availability,  however  comforting,  is 
sharply  at  odds  with  labor  market  data,  job  deficits  in  the  private 
labor  market  fluctuate  with  business  cycles,  swelling  dramatically  dur- 
ing recessions— for  example,  the  unemployment  rate  jumped  from  5.7 
percent  in  mid- 1979  to  10.8  percent  in  December  1982.  At  the  peak  of 
this  most  recent  recession  a  total  of  12  million  Americans  were  out  of 
work,  another  6.6  million  were  forced  to  settle  for  part-time  employ- 
ment, and  1.8  mill  ion  abandoned  the  search  for  work  I>ecause  of  the 
discouraging  prospects  in  a  slack  lal>or  market.  The  fact  that  so  many 
individuals  in  all  income  groups  continued  to  look  for  jobs  amid  de- 
teriorating employment  conditions  is  itself  a  testament  to  the  strength 
of  the  work  ethic  in  modem  America, 

Anecdotal  evidence  gleaned  from  the  help  wanted  page  does  not 
refute  the  j^rsistence  of  job  deficits,  Investigations  of  President  Rea- 
gan's claims  of  job  openings  have  revealed  that  employment  advertise- 
ments are  dominated  by  highly  specialized  occupations  and  frequently 
placed  to  fulfill  the  requirement*  of  equal  opportunity  hiring  proce- 
dures. For  example,  an  American  Vocational  Association  survey  of 
vacancy  listings  placed  in  The  Washington  Pont,  found  that  02  per- 
cent of  publicised  jol>s  required  some  training,  and  nearly  three- 
fourths  announced  highly  skilled  positions.  Others  have  documented 
that  the  volume  of  help  wanted  advertisements  during  the  recent  reces- 
sion fell  far  below  normal  levels.  Although  manpower  shortages  persist 
in  skilled  and  highly  technical  occupations,  the  presumption  that 
entry -level  jobs  are  widely  available  in  slack  labor  markets  is  simply 
not  credible. 

Along  with  deficient  aggregate  demand,  a  variety  of  other  factors 
can  restrict  individual  employment  prospects.  Labor  surplus  area* 
persist  in  older  industrial  cities  or  in  remote  rural  areas  even  during 
periods  of  relatively  high  employment  nationally.  Structural  changes 
in  the  economy',  whether  ftit'led  by  technological  change  or  foreign 
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competition,  also  skew  the  geographic  distribution  of  employment  op- 
portunities. Finally,  a  racial  discrimination,  lack  of  skills,  and  diverse 
individual  handicaps  can  render  job  openings  meaningless  for  persons 
at  the  end  of  the  job  queue,  leaving  no  practical  option  for  gainful 
employment  and  self-sufficiency. 

Job  deficits  for  selected  groups  have  persisted  despite  strong  growth 
in  the  national  economy.  During  the  relatively  prosperous  1950s,  re- 
ductions in  demand  for  ILS.  coal,  textiles,  and  other  domestically 
manufactured  consumer  products  created  depressed  areas  in  the  North- 
east  and  Appalachian  regions.  Despite  the  manpower  requirements  of 
the  Vietnam  war,  inner  city  areas  continued  to  suffer  serious  job  short- 
ages in  the  high  employment  years  of  the  late  1960s.  Unemployment 
rates  crept  upward  with  each  successive  recession  during  the  1970s, 
never  returning  to  their  prior  levels.  Throughout  these  trials  the  work 
attachment  of  disadvantaged  groups  has  remained  strong,  and  wide- 
spread joblessness  has  trig**cred  no  mass  exodus  from  the  lal>or  force. 
.  The  data  provide  ample  basis  for  viewing  with  great  skepticism  the 
implicit  claim  of  opponents  of  social  programs  that  the  major  oltstaclcs 
to  employment  and  self-support  among  the  i>oor  are  lack  of  motivation 
and  unwillingness  to  work.  Further,  the  composition  of  the  poor 
population  indicates  that  greater  job  availability  itself  would  not 
resolve  the  poverty  problem.  A  large  number  of  Americans  live  in 
poverty  in  spite  of  their  ability  to  find  and  retain  full-time  employ- 
ment. To  the  extent  that  conservatives  trace  the  causes  of  poverty  to 
the  moral  character  of  the  poor,  they  mock  the  struggles  of  millions 
who  work  for  a  living  but  fail  to  earn  an  income  adequate  to  reach  even 
the  poverty  threshold. 

WORKING  TO  ESCAPE  POVERTY 

A  nation  committed  to  social  justice  has  an  obvious  interest  in 
productive  work  as  an  alternative  to  welfare  dependency.  Gainful 
employment  lessens  the  drain  of  income  maintenance  on  limited  pub- 
lic resources  and  provides  the  individual  with  a  sense  of  dicnity  and 
hope.  It  is  hardly  surprising  that  the  goal  of  moving  welfare  recipients 
off  the  rolls  and  into  private  employment  is  embraced  across  political 
and  ideological  spectra. 

The  emphasis  on  work  as  an  alternative  to  welfare  becomes  more 
problematic  when  work  is  touted  as  offering  certain  eseaj>c  from 
poverty.  Opponents  of  government  intervention  contend  that  mod- 
ern American  society  provides  ample  opportunities  for  upward 
mobility,  allowing  the  motivated  and  industrious  among  The  poor 
to  lift  themselves  out  of  povertv  through  hard  work.  This  por- 
trayal depicts  a  labor  market  iirt  which  performance  yields  promotions, 
and  achievement  is  a  function  of  individual  effort.  An  inevitable  con- 
clusion, given  this  perspective,  is  that  fjiose  who  languish  in  poverty 
do  so  as  a  result  of  their  own  shortcomings — their  lack  of  motivation 
and  commitment  paramount  among  them. 

The  potential  for  self-advancement  throuch  work  ha*  l>ecn  asserted 
mart  forcefully  by  Oeorge  Gilder.  Calling  the  United  States  "proltfibta 
the  most  mobile  society  in  the  history  of  the  world/*  he  professek 
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convict  on  that  the  rich  and  poor  are  unable  to  live  in  clone  proximity 
without  tension  because  "all  but  the  supremely  rich  kimw  t£v «J 
plumniet  down,  and  the  poor  know  that  their  cWit ion  is  to  a  creat 
degree  their  own  fault  or  choice."  "  g 

President  Reagan  demonstrates  a  similar  allegiance  to  the  Horatio 
Alger -dream  of  unlimited  opportunities  for  self-ad  vancelnt  Tl  e 
potential  for  upward  mobility  defines  his  sense  of  ^SS^WiJaI 
want  to  see  above  all  else  is  that  this  country  remains  a count rv  where 

must  be  preserved.  Kcagans  outlook  transcends  hopes  for  a  pros- 
perous society.  Extrapolating  from  his  own  modeST  bVgimC, 
Keagan  appears  o  believe  that  every  American  has  the  chance  to  rE 

m  tsclf  offers  a  meaningful  solution  tJ  the  problemsof  X  «S 
cmieuts,  beven  y  percent  of  all  A  FIX1  recipients  are  c  hildren *  most 
of  whom  are  below  working  a.  c.  Of  the  remaining  30  pc-rcen Tmajo? 

disabilities,  or  childrcaring  res^nsibilities.  The  most  ambitious 
demonstration  projects  undertaken  to  encourage  Work  amonc  welfare 
recipients  have  l*en  applicable  to  a  mere  15  percent  ^f  the  AFDC 
population.  Opponents  of  social  welfare  programs  permeate  the 

s^fal  eeoS,  ITf k*  Yft,  I?numt»l*  *u<*ies  hare  shown' that 
Sw«f!f  T  '  i  Pfr<,n?l1  nm,mst»»<^  are  far  better  predictors 
of  welfare  deiamdency  than  is  any  aversion  to  the  work  ethic  » 

Even  for  recipients  deemed  employable,  the  private  labor  market  is 
seldom  capable  of  providing  an  adequate  income.  One  in  fourAFDC 
mothers  has  no  work experience,  and  those  with  a  record  of  prior 
employment  are  heavily  concentrated  in  low  paving  occupations,  in- 
cluding serv.ee  and  clerical  workers,  Jalwrer*.  operative*  and  private 
household  workers f  Without  skills  and  valuable  work^rtKi  SS 
£227  .  'niTnt>' on  the  welfare  rolls  rarely  gain  access  to  jobs  with 
decent  wages,  ong-term  stability,  and  opportunities  for  advance- 
ment—the attributes  of  a  good  job  which  alone  can  provide  an  escape 
route  from  poverty/'  The  carnincs  capacity  of  most  welfare  recipients 
certainly  does  not  exceed  that  of  the  working  poor,  an  indication  that 
even  steady  employment  for  the  welfare  j>oor  would  not  ensure  their 
self-sufficiency. 

The  plight  of  the  working  j>oor  contradicts  most  starkly  the  claim 
that  an  ardent  commitment  to  work  can  ensure  a  life  free  of  depriva- 
tion. In  1082  more  than  0  million  Americans  worked  durin<r  some  part 
of  the  year  and  vet  lived  in  poverty.  Almost  a  third  of  these  poor" 
VtotsotM  *t  end  of  article. 
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workers— nearly  3  milKon— labored  the  entire  year  but  were  paid 
wages  too  meaner  to  offer  them  escape  from  indigence/2  The  image 
of  tV  lazy  and  unmotivated  choosing  poverty  in  order  to  avoid  work 
isffielevant  to  this  large  l>ody  of  imi>overished  Americans,  whose  de- 
/^twion  to  the  work  ethic  is  tested  to  a  far  greater  degree  than  that  of 
more  affluent  workers. 

In  response  to  the  grim  realities  of  the  working  poor,  conservatives 
reiterate  their  faith  in  upward  mobility  for  the  industrious  and  tal- 
ented. If  their  optimism  regarding  prospects  for  advancement  were 
warranted,  the  problems  of  the  working  |>oor  could  l>e  accepted  as 
either  a  temporary  affliction  or  the  fate  of  those  lucking  motivation 
and  talent.  Unfortunately,  there  is  little  reason  to  believe  that  mobility 
~  is  a  function />f  individual  effort  in  modern  America.  The  persistence 
of  secondary  lal>or  markets,  lmrriers  to  entrv  in  selected  occupations, 
and  discriminatory  employment  practices  all  limit  opportunities  for 
advancement  and  self-sufficiency  through  work. 

Current  lal>or  market  conditions  strongly  support  the  hypothesis 
that  the  labor  market  is  segmented,  offering  relatively  high  wages,  good 
working  conditions*  job  security,  and  changes  for  advancement  to  the 
majority  of  American  workers  while  providing  the  rest  with  low  pay, 
poor  working  conditions,  unstable  jobs,  and  few  promotion  opportu- 
nities,4* Because  workers  in  secondary  markets  are  often  forced  to  ac- 
cept intermittent  employment,  their  incomes  tend  to  fall  short  of  their 
full-time  earnings  capacity  and  below  the  poverty  line.  Moreover*  since 
the  working  poor  frequently  hold  unskilled  jol>s,  they  are  unlikely  to 
acquire  higher  skills  on  their  jobs  that  Mould  assist  them  in  the  transi- 
tion from  secondary  to  primary  labor  markets.  The  existence  of  pri- 
mary and  secondary  markets  side  by  side  leaves  unskilled  workers 
trapped  in  dead-end  jol>s  in  which  their  motivation  and  effort  have  no 
appreciable  impact  on  future  advancement  or  capacity  for  self- 
support. 

Patterns  of  labor  market  segmentation  are  strengthened  and  in- 
fluenced by  racial  discrimination  and  barriers  to  occupational  entry 
that  hinder  the  advancement  of  disadvantaged  minorities.  Some  prog- 
ress has  been  made,  as  a  direct  result  of  federal  mandates  and  interven- 
tions, in  mincing  the  prevalence  of  discriminatory  employment  prac- 
tices. Nonetheless,  with  rising  levels  of  educational  attainment  and 
aggregate  unemployment,  the  use  of  credentials  or  licensing  reouire- 
inenta  as  barriers  to  entry  in  the  primary  lal>or  market  probably  has 
increased  in  recent  years.  Both  factors  continue  to  frustrate  the  efforts 
of  the  disadvantaged  to  pull  themselves  out  of  poverty. 

In  the  face  of  these  obstacles  to  upward  mobility,  the  commitment 
to  work  among  disadvantaged  groups  |K»rsists  nevertheless*  An  anal- 
ysis of  data  from  the  1970  national  longitudinal  survey  of  youth  labor 
market  experience  found  that,  holding  constant  human  capital,  family 
background,  and  environmental  variables,  black  youth  are  more  wil- 
ling than  their  white  counterparts  to  take  jobs  paying  less  than  the 
minimum  wage.44  The  evidence  also  indicates  that' minorities  travel 
farther  to  their  jobs,  further  reflect in/r  the  strength  of  their  labor  force 
attachment.  When  thousands  of  candidates  assemble  in  urban  areas  to 
apply  for  a  few  entrV-level  jobs  and  the  great  majority  of  the  working 
poor  continue  to  work  for  marginal  financial  rewards,  it  seems  clear 
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that  the  predominant  causes  of  poverty  lie  beyond  a  willingness  to 
work.  Blacks  from  lower  quanfile  socioeconomic  status  are  also  more 
likely  to  go  to  college  than  whites  sharing  the  same  status. 

Poor  prospects  for  advancement  and  inability  to  earn  wages  suf- 
ficiently high  to  lift  families  above  the  poverty  level  have  taken  their 
greatest  toll  among  older  black  men.  As  recently  as  19«0  the  labor  force 
participation  rates  of  white  men  and  black  men  were  identical;  since 
that  time  participation  rates  for  black  males  have  fallen  from  83  to 
71  percent  while  that  of  whites  dropped  more  modestly  to  77  percent. 
Some  analysts  have  seized  u|khi the  declining  participation  and  higher 
unemployment  rates  of  black  men  as  evidence*  that  they  refuse  to  ac- 
cept jobs  and  prefer  welfare  to  work.  The  ol*ervation  is  partially  ac- 
curate :  regardless  of  race,  the  advantages  of  holding  a  low-paying  job 
with  intermittent  forced  idleness  in  the  secondary  labor  market,  com- 
pared to  a  life  of  crime  or  welfare  dependency,  have  diminished  over 
the  past  two  decades.  Not  surprisingly,  a  segment  of  American  so 
eiety  finds  criminal  activities  or  unreported  work  in  the  underground 
economy  an  attractive  alternative  to  dead  end  employment  at  sub- 
sistence wages.  However,  thf  crux  of  the  problem  lies  not  in  the  will- 
*   ingness  of  black  men  and  other  segments  of  the  disadvantaged  to 
work  but  in  the  inadequacy  of  prevailing  wage  rates  and  eamings 
in  the  secondary  laln>r  market. 

The  fundamental  conflict  Mwcen  the  goal  of  alleviating  poverty 
and  the  economic  interests  of  employers  who  rely  on  a  ready  supply 
of  low-wage  lal*)r  has  long  stymied  progress  toward  social  justice.  If 
the  returns  of  low  paying  work  are  not  enhanced,  employment  for 
many  unskilled,  deficiently  educated,  and  discriminated  against  work- 
ers will  provide  no  escape  from  poverty.  If  subsidized  employment  is 
offered  to  ensure  an  adequate  income  for  workers  and  their  families, 
millions  of  low- wage  workers  in  unsiitaidized  jobs  will  seek  such  em- 
ployment. Policies  that  emphasize  work  effort  among  the  poor  while 
ignoring  their  limited  earnings  capacity  may  serve  the  needs  of  em- 
ployers for  low -wage  !al*>r  but  will  not  lift  the  working  f>oor  to  self- 
sufficiency.  Furthermore,  as  long  as  workers  remain  i*>or  despite  their 
lalxirs  then*  can  l>e  no  hoj>e  of  reconciling  the  demands  of  equity  and 
compassion  in  the  treatment  of  the  non working  poor. 

The  case  for  improving  work  in  secondary  Jal>or  markets,  through 
changes  in  tax  and  incomes  {>olicies,  has  been  summarized  succinctly  by 
Nathan  Glazer : 

If  one  reason  for  welfare  l»  the  abandoning  of  families  by  men  who  can- 
not set  nteady  jobs,  or  whose  job*  dimply  do  not  provide  enough  for 
themselves  and  their  family,  an  effort  to  improve  poor  John  will  have  an 
effect.  If  another  reason  for  welfare  i*  the  uu'attractivene««  to  many 
mother*  of  the  jo!*  they  could  Ret,  this  approach  will  al«o  have  an  ef- 
fect, .  .  .  U  requires  no  measure  of  compulsion  u>  pot  fieop'c  to  work  and 
It  add*  to  the  attractiveness  and,  we  ml*ht  say,  the  dignity  of  work.** 

The  adoption  of  public  polices  to  supplement  the  eamings  of  the 
working  poor  i*  thwarted  primarily  hy  concerns  for  "dependency"  and 
traditional  beliefs  in  work  as  I  he  solution  to  jrovcrty.  Only  when  fed- 
eral policy  cease*  to  treat  work  and  |>overty  hs  mutually  exclusive  will 
it  \fe  (yossihle  to  construct  a  more  rational  approach  to  the  problems  of 
needy  Americans. 
FtotMtiff  At  tud  of  article. 
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THE  MEANING  OF  DEPENDENCY 

\  Opfftments.of  federal  welfare  (>oljcies  tend  to  equate  the  receipt  of 
public  assistance  with  dependency :  if  an  individual  draws  funds  from 
the  public  coffers,  that  jierson  is  dependent.  This  notion  of  dependency 
makes  no  significant  distinction  between  those  who  rely  on  welfare  as 
their  sole  source  of  support,  those  who  secure  assistance  to  supplement 
their  meager  earnings  and  those  who  receive  sti{>ends  or  grants  while 
undergoing  training  or  attending  school  Success  in  battling  depend- 
ency  presumably  can  be  measured  by  changes  in  the  size  of  the  welfare 
rollsi  Hen^e,  efforts  to  reduce  poverty  through  income  transfers  by 
definition  exacerbate  the  problem  of  wel fare  de(>endency. 

The  distillation  of  many  degrees  of  reliance  on  welfare  assistance 
into  the  epUre'nes  of  total  dependency  and  self-sufficiency  has  become  a 
hallmark  of  Keagan  administration  welfare  policies,  Ilcyond  provi- 
sions for  those  who  cannot  work  (the  deserving  poor)  the  administra- 
tion contends  that  federal  benefits  should  lie  limited  to  temporary  re- 
lief for  those  who  should  support  themselves.  President  Reagan  has 
argued  that  federal  social  program^  frequently  "destroyed  pride  and 
created  a  feeling  of  helplessness  among  those  who  needed  enmura^e- 
ment  and  hope.*"  According  to  David  Stockman,  the  Keagan  admin- 
istration's Director  of  the  Office  of  Management  and  Budget,  assistance 
to  the  working  |>oor  to  supplement  wages  leads  to  "[>crmancnt  de- 
pendency,"" The  Heritage  Foundation  has  extended  this  opposition 
to  aid  for  the  working  |kxh\  claiming  that  welfare  provisions  that 
allow  recipients  to  keep  a  sizable  (tuition  of  their  outside  earnings  have 
failed  simply  because  "recipients  who  worked  remained  indefinitely  on 
the  welfare  rolls,"4*  From  this  |>ersj>cctive  work  and  welfare  never 
mix,  and  the  only  legitimate  goal  of  government  intervention  is  total 
self-sufficiency  through  work. 

The  meaning  of  dependency  for  those  opposed  to  helping  the  work- 
ing poor  is  illustrated  graphically  in  President  Reagan1*  drive  to  force 
the  working  poor  off  the  welfare  rolls.  Convinced  that  all  workers 
should  be  able  to  support  themselves  and  their  dej>endents  if  they  try 
hard  enough*  the  administration  has  sought  to  terminate  poverty- 
stricken  families  from  AFDO,  thereby  ensuring  that  they  do  not  ob- 
tain a  "false  sense  of  security"  and  providing  "the  incent  ive  to  make 
the  transition  from  welfare  to  self -support." 49  Throughout  the  de- 
bate on  its  welfare  proposals  the  Reagan  administration  has  insisted 
that  restricted  eligibility  and  reduced  benefit  levels  would  not  harm 
recipients  with  genuine  heed,  applauding  "reductions  in  dependency" 
with  confidence  that  those  who  lost  l>enefits  found  other  means  of  self- 
support. 

Consistent  with  the  Reagan  administration's  ideology,  JOfil  budget 
cuts  in  the  AFDO  and  food  stamp  programs  fell  heavily  on  those 
recipients  with  earned  income,  raising  marginal  tax  rates  dramatically 
and  rendering  some  ineligible  for  federal  assi*tane<\  As  a  result  of 
these  changes  the  disposable  income  of  the  typical  AFDO  family  with 
earnings  fell  in  every  state  in  i9H±  and  in  twelve  stages  the  impact  on 
work  incentives  was  so  severe  that  a  non working  AFDO  parent  with 
two  children  ended  m>  lietter  off  than  a  working  parent  in  similar  cir- 

ftotartf*  «t  rod  of  urtteft* 
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eumstanceK  In  California  an  A  FIX"  recipient  realized  almost  no  pain 
by  earning  «n  additional  $100  to  $W0  per  month  arid  actually  would 
have  lost  income  at  the  margin  by  'Miming  moiv  than  $ar»0  through 
work.**  Nationwide,  the  dis|w>sable  income  of  the  average  AF!)C  work- 
ing family  fell  from  i*r  month  in  fiscal  liWl  to  £47<i  in  198l'  as  a 
result  of  the  Keagan  ruts,  moving  the  same  average  family  from  101 
percent  of  the  |H>verty  line  in  1081  to  Hi  i>creent  in  li>82.M 

In  the  wake  of  President  Reagan's  welfare  cuts  manv  ol>scrvers 
predicted  that  recipients  would  find  it  advantageous  to  <juit  their  jobs 
•    and  rely  solely  on  welfare  for  sup|w>rt,  A  If  hough  data  on  the  |>crccnt- 
age  of  terminated  recipients  returning  to  the  welfare  rolls  arc  limited, 

f preliminary  evidence  suggests  that  most  recipients  forced  otf  tlie  rolls 
iaye  not  abandoned  work  and  returned  to  the  welfare  system.  An  ex- 
ploratory study  by  the  Research  Triangle  Institute  concluded  that 
only  15  percent  of  those  working  recipients  who  lost  their  lienefits  in 
late  IJW1  and  early  UW*>  had  returned  several  months  later  to  the  rolls 
in  the  same  county  in  which  they  had  initially  enrolled/'*  Richard 
Nathan  similarly  found  in  a  survey  of  selected  states  that  only  about 
10  iK'rcent  of  those  who  lost  their  In-nefits  due  to  lower  income  ceilings 
and  altered  tax  laws  have  reappeared  on  the  rolls,  resulting  in  a 
net  reduction  in  the  size  of  the  welfare  population  nationally  of  !>  |>er- 
cent/*  A  few  states  have  rejwrted  higher  rates  of  return/ including 
estimates  in  the  range  of  :$0  to  40  jM-rcent  in  Wieconsin  Jind  Okla- 
homa.** However,  it  apfwars  that  most  families  witJj  earned  incomes 
were  able  to  eojKNwith  marginal  losses  without  resorting  to  complete 
dejyendeney. 

Administration  reactions  to  these-  findings  lufve  rendered  its  view  of 
dependency  unmistakably  clear.  The  White  Hon*"  cited  the  Research 
Triangle  Institute  study  as  proof  that  the  administration's  welfare 
cuts  have  been  '•extremely  successful"  and  that  working  recipients 
were  **ieinovetl  from  dependency."  1  Ikvause  the  Reagan  phifosophy 
characterizes  any  contribution  to  an  individual's  income  through  wel  - 
fare as  dej>endencv%  the  option  of  gradually  phasing  out  lienefits  to 
provide  |>ositive  incentives  for  increased  work  effort  is  rejected  as  a 
matter  of  principle.  The  administration  policy  is  not  to  redefine  the 
inevitable  balance  U'twcen  work  inecntives.anJ  targeting;  its  intent  is 
to  eliminate  the  tradeoff  completely  by  removing  from  the  rolls  any 
jvrson  capable  of  work  and  providing  assistance  only  to  the  deserving 
poor,  giving  them  as  little  us  |>ossihle  to  ensure  thaj  they  remain  truly 
needy. 

, Defendants  of  Reagan's  welfare  jwlicies  argue  tlmt  "bijjgct  cuts 
weakening  work  incentives  constituted  a  small  portion  of  total  Welfare 
expenditures  ami  that  the  prior  balance  between  work  incentives  and 
targeting  of  benefits  was  not /sacrosanct.  However,  the  disturbing  as- 
pert  of  the  administration's  assault  on  work  incentives  is  that  its  con- 
cept of  dependency  leaves  no  room  for  any  reasonable  mixture  of 
work  and  welfare  to  meet  the  needs  of  the  forking  |>oor,  Joilie  Allen, 
a  Carter  administration  official  and  advocate  of  combining  work  with 
welfare,  emphasized  the  extremism  crnltodicd  in  the  administration's 
approach,  stating,  "Tf  your  single  criterion  for  welfare  success  is  sav- 
ing money,  you  might  'as  well  close  all  the  welfare  ofticos.  X<onc  of  the. 
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recipient  would  then  be  'dependent/  Hungry,  maybe,  but  not  de- 
pendent. M  Indeed,  the  He-search  Triangle  institute  investigators 
questioned  the  conclusion  that  the  policy  could  be  libeled  a  success, 
adding  "we  cannot  say  bow  people  coped/'"  Given  that  the  people 
affected  by  the  Kcagan  cuts  live  on  the  margin  of  poverty,  their  im- 
pact on  the  work  effort  of  recipients  is  in  part  irrelevant  to  their  merits 
as  sound  welfare  policy.  As  l'cter  Edclman  has  stressed,  an  assault  on 
work  incentives  is  counterproductive  whether  or  not  recipients  con- 
tinue to  work  because  it  will  either  result  in  more  welfare  outlays  or 
require  people  to  work  for  wages  tlu*t  will  bring  lower  incomes  than 
they  received  on  welfare." 

Throughout  tlie  past  two  decades  analysts  have^lresscd  that  the 
goals  of  adequate  basic  benefits,  meaningful  work  incentives,  and  af- 
fordable program  cot4s  in  federal  welfare  programs  inevitably  con- 
flict." Since  the  11KJ7  amendments  to  the  Social  Security  Act —through 
two  Democratic  and  two  Republican  administrations^-welfare  initia- 
tives have  recognized  the  need  for  compromise  among  these  com- 
peting goals  and  sought  to  improve  previously  neglected  work  incen- 
tives. The  result  of  such  reforms  has  lawn  to  channel  a  portion  of  total 
welfare  benefits  to  less  needy  individuals,  an  outcome  that  the  U.S. 
Chamber  of  Commerce  has  recognized  as  necessary  **in  order  to  pro- 
vide adequate  rewards  for  those  who  work  and  earn,"60  The  Keagan 
administration  has  reversed  this  drive  toward  Imlance  in  the  targeting 
of  welfare  benefits  with  its  unrelenting  emphasis  on  the  truly  needy. 

Societal  standards  of  justice  ami  generosity  of  course  arc  relative, 
so  it  can  l>e  argued  that  the  working  poor  who  subsist  near  the  poverty 
line  do  not  "need"  public  assistance.  Vet  to  |>ortray  recipients  affected 
by  Reagan's  budget  cuts  as  having  comfortable  or  even  adequate  in- 
comes is  to  conceal  the  true  extent  of  their  suffering  and  sacrifice. 
Working  as  hard  today  as  in  IttKO,  the  working  poor  are  less  able  to 
provide  for  their  families  and  meet  their  l>asic  needs.  The  unwilling- 
ness of  conservatives  to  alwindon  a  pathological  view  of  poverty  and 
to  allow  work  and  welfare  to  mix  also  enhances  the  difficult  ies  of  mov- 
ing the  non  working  poor  from  the  welfare  rolls  to  self-sufficiency. 

The  lives  and  experience  of  the  working  poor  contradict  the  daate 
tenet  of  traditional  free  market  advocates — that  poverty  stems  from 
lack  of  motivation  and  willingness  to  work.  Individuals  without 
earned  incomes  can  \k>  dealt  with  in  straightforward  fashion :  sup- 
ported with  public  funds  if  unsuited  for  work  and  compelled  to  work 
if  judged  capable  of  self  sup)M)rt,  Harsh  or  rigid  determinations  are 
justified  with  the  assumption  that  work  is  available  at  wage  levels  that 
will  lift  the  able  bodied,  sooner  or  later,  out  of  |>overty  and  dependen- 
cy. Only  the  working  poor  present  an  anomaly  in  this  otherwise  neat 
explanation  of  poverty.  Perhaps  it  is  for  this  reason  that  ideological 
conservatives  have  ehosen  to  turn  their  backs  on  the  working  poor, 
whose  struggles  and  commitment  to  rrork  most  closely  approximate 
the  conservative  vision  of  the  American  dream. 
lWt*«t<*  *t  end  of  «rtbde  # 
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PUBLIC  JOES  FOR  THE  PUBLIC  GOOD 
(By  Mat  Weinberg) 


 Pnblic  service  euployueut  is  usually  thought  of  a*  *  aean*  to 

provide  work  m4  1mom§  for  the  unenp loved.    Crucial  though  chat 
purpose  is,  it  overlooks  the  fact  that  public  servics  enployneut  can 
and  eho*14  help  avoid  the  losses  to  society  resulting  froi  failure  to 
neks  constructive  use  of  available  Labor  tine  which,  once  eissipated 
in  idleness,  can  merer  be  recovered. 

WPA  provides  an  instructive  lessen  in  thia  regard,    it  uti  Iliad 
tha  abilities  and  talaats  of  tha  «i>enployee--whether  to  coast  rue  t 
buildings,  roada  ami  bridge*,  or  to  write  guidebooks,  paint  pic t urea, 
etngs  plays  or  to  daw  lop  now  atatlatical  aariea— to  maka  enduring  cow- 
trlbutlons  to  tha  Bet  ion's  physical,  cultural  and  intellectual  wealth. 
AC  the  sane  tine,  of  course,  WPA  ha  1  pad  to  maintain  tha  norale  of  thoee 
it  euployed,  to  preserve  and  ieprove  thalr  skills,  and  to  provide  than 
with  Incoue*. 

Although  WPA  never  erne  near  to  providing  Job*  lot  all  tha  unenp  loved, 
it  nevertheless  did  danonatrata  that  an  attanpt  to        tha  abilltlea  of 
tha  jobless  for  society's  benefit  need  not  ru.  up  agalnat  tha  aharp  nuueri- 
cal  Unit  a  on  Job  creation  inherent  in  today1  a  narrower  concept  of  public 
service  enpleynent  aa  aaaentially  a  swans  to  auppianent  exletlng  public 
functiona.    At  ita  peek,  WPA  enployed  cleae  to  3  1/2  million  worker*  in 
a  labor  force  roughly  three-  f  if  tha  tha  site  of  today'  s,  and,  given  suf- 
ficiant  appropriations,  could  have  provided  uaeful  aanloynent  for  many 
us  re. 

tJse  of  tha  abilities  of  the  unenployad  for  socially  desirable 
purpose*  nafcee  sense  even  fron  a  crass  econonic  standpoint.    Aa  a 
society,  we  reject  tha  notion  that  these  without  jobs  ehoeld  be  left 
******  for  t***—!***'    One  way  or  another—  through  uneeployuent 
insurance,  food  stents  or  welfare — we  protect  then  (although  often 
Inadequately)  «**iost  starvation.    Giving  then  work  would  ansa  gaining 
souething  of  value  to  offset  tha  cost  of  keeping  than  alive.  Even<*hen 
providing  the  unenp  loved  with  work  would  seen  additional  outlay*  for 
capital  eeulpuent,  supervision,  wages,  etc.,  tha  offsetting  value  of 
their  contributions,  at  tha  vary  laaat,  would  usually  result  in  lower 
net  dollar  costs  than  those  of  sua tain lag  then  In  idlennee.  Here 
likely,  there  would  be  a  net  gain,  rather  than  uerely  a  anal la r  net 
ceet.    When  lssa  easily  esssurable  com  of  unenp lornent-- Increased 
crine,  deterioriation  of  no  rale  and  skills,  fenlly  disruption,  pave  nolo- 
gieel  preblens,  increased  suicide  rates,  etc.— are  taken  into  account, 
e  net  gain  seene  certain* 


Eeprodoeoo  frost:      0#S.  Dcpsrtsnmt  of  Labor,    taployment  end1 
Training  A4ftiniseration,    Perspectives  en  public  job  creation. 
[Florence  Cesey,  en.]    Kesearch  end  development  Monograph  52. 
Washington,  0.g,  Covt .  Print.  Off.,  1977.    p.  1-20. 
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CI the  hardships  and  tcwwric  waste  caused  by  unemployment,  « 
and  rational  society  would  *«*tat  that  the  primary  goal  of 
policy  should  be  stable  ftui  employment — defined  not  is  term* 
of  e  tarnet  unemployment  rate  but  rather  as  Sir  Villi**  Beveridge 
dtflned  it  in  "Full  Employment  in  a  free  Society."    Be  wrote  that  full 

employment " 

"neans  having  always  nor*  vacant  -Job*  than  unemployed 
nan,  not  silently  fewer  Jobs.    It  means  that  tha  jobs 
ara  at  fair  wages,  of  such  a  kind,  and  ao  located  that 
tha  unemployed  men  can  reasonably  ba  expected  to  cake 
them;  it  means,  by  consequence,  that  tha  normal  lag 
batman  1  awing  one  Job  and  finding  another  vill  be 
vary  short. If 

To  put  it  another  way,  unemployment  would  be  reduced  to  the  minimal 
frictlonal  level. 

Unfortunately,  during  tha  i960'*  end  early  1970' a,  the  U.S. 
unemployment  rata  haa  averaged  about  2  1/2  tinea  ae  high  a*  the  weighted 
average  rate  for  tha  ot*er  industrialised  democracies  for  which  the 
Bureau  of  Letor  Statistic*  computes  comparable  figures.    Despite  the 
far  greater  vulnerability  of  those  other  countries  to  fluctuations  in 
denend  for  their  exports,  none  of  than  (except  Canada,  whose  unenploy- 
nant  rata  is  largely  determined  in  tha  U.S.)  has  even  approximated  the 
levels  to  which  U.S.  unemployment  haa  soared. 

There  is  no  immutable  law  that  condemns  us  to  such  unemployment 
levels.    We  know  now  chat  the  level  of  unemployment  is  a  function  of 
economic  policy.    Nevertheless,  the  history  of  U.S,  tolerance  for 
unemployment  suggests  at  least  a  strong  probability  that  there  will 
be  room  and  need  for  greater  numbers  of  public  service  jobs  for  years 
to  coma.    With  that  as  the  outlook,  it  is  not  enough  to  think  in  terms 
of  oereiy  peripheral  and  temporary  public  service  employment  programs 
intended  to  take  up  the  transitory  slack  In  demand  for  labor  that  might  * 
be  caused  by  unforeseeable  and  uncontrollable  events.    In*  teed,  there 
will  be  need  for  massive,  continuing  programs  which  should  be  carefully 
planned  to  yield  the  maxlaurc  possible  social  and  economic  benefits  . 


\f  Willis*  H .  Beveridge,  Full  Employment  i  free  Society 
(Mew  York;    W.W,  Norton  and  Co,.   1945),  p.  18. 
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r  °*tl*  of  th*  ""•"HWU  problem  v«  w 

52!  Lm  £f!  f"        T"  aW'  tha  of  «»»•  P«*licly  provided 

Job*  will  hare  to  com  fro*  expanded  aod  accalereted  public  work* 
programs  and  fro*  the  standard  for*  of  public  strict  employment 
involving  augmentation  of  existing  public  servicss.    rublic  work* 
emj^eyment,  although  expensive  per  job  directly  created,  offer,  some 

frrt^^r"**Claf  ttm  °vvra11         of  *•»•  «e**loy»«t  problem 
through  it.  indirect  effect.  In  stimulating  the  Serial."  PPiyin, 

and  transportation  industries  (although  part  of  that  stimulus  will 

result  in  more  hour,  of  work  for  those  already  employed  rather  than 

WC.11.  or  hiring  of  additional  worker.).    The  stZdard  type  of  put  He 

rZ^l  "TltT^l:  *U!rf  °"*lia*  •         ^  cre^ioTpotentSr 
^  •rtde.pr.ad  lnadeeuacy  of  many  public  services,  presents 

tJ.  ri-t-clLr^    "~lrtn«  °r  ""hot!  tut  ion"  effect  involving 

-L  5  regular  •"»*•»-  hr  other*  financed  out  of  fund. 

bTt,.!^}!    IL^"  ^    U  MtVlCe  •Wlov.eot  program..    (It  should 
he  po..lble,  however,  to  avoid  or  minimize  that  effect.) 

ouhl<JhL^d*<"",C|"  °f  PVtUC  that  mansion  of 

Ifll     *       t  •"ploy*1,t  9hould  •»«  he  regarded  primarily  aa  a  mere 
•topgap  to  take  up  temporary  slack  m  the  Hbor  markmt,  but  a.  a 
permanent  feature  of  our  economy.    That  would  be  true  even  if  the 

£  TmSTZ  ItuTt  'ZSF  SOh  ««  ifdoe.^ow 

or  1*  likely  to  offer  in  the  future.    There  1.  nothing  inherently  more 

same  amount  spent  publicly  on  health  or  education.    A  healthy  competi- 
tion between  the  public  and  private  sector,  for  a  supply  o  L LT 
inwfficien    to  meet  the  full  demands  of  both  would  fulfill    he  first 
of  the  condition,  In  the  Sever  idge  definition  of  full  employment 

The  prospect  of  a  heavy  burden  of  unemployment  in  the  years  to 
come  affords  us  an  opportunity  to  experiment  on  a  large  scale  with 
new  forms  of  public  services  and  new  methods  of  delivering  them. 
In  t-,u  following  pages  I  will  attempt,  first,  to  describe  some  of  the 
hinds  of  services  that  it  would  be  useful  to  provide  and  to  sueeest 
form,  of  organization  that  . could  b«  used  to  deliver  them.  The 
delivery  system  is  intended  primarily  as  a  means  to  help  restore 
the  sense  of  community  that  seems  rapidly  to  be  disappearing  from 
o,,r  s«cletv--to  reolace  atornizatton .  loneliness  -„d  -He»-tie„  with 
the  warm  and  close  bonds  that  unite  neighbors  when  they  have  frequent 
occas  nn  to  *eet  and  to  Join  in  activities  of  common  interest.  In 
addition     I  will  attempt  to  deal  with  some  of  the  practical  problem 
that  woulJ  be  «,,cou.jcer«?d  In  conducting  the  kinds  of  activities  I 
propose. 
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ffew  Kinds  of  Services 


The  wrd  "new"  in  the  heeding  of  this  section  is  to  sew  degree 
an  exaggeration.    As  I  prepared  to  write  this  paper  I  was  amazed  to 
discover  how  many  of  the  kinds  of  services  I  had  in  mind  were  already 
being  provided  in  scattered  localities  across  the  ?forth  American 
continent,  under  the  CETA  program,  the  Canadian  Local  Initiative 
Program  (LIP),  or  by  private,  voluntary  organ* rations.    At  the  risk 
of  being  accused  of  reinventing  the  wheel,  I  will,  nevertheless, 
include,  services  already  being  furnished  in  one  way  or  another  in 
the  hope  that  something  new  and  useful  will  be  found  in  my  conception 
of  them. 

By  way  of  further  preface  to  the  description  of  the  services 
themselves,  tt^ree  additional  points  should  be  noted.    The  first  is  that 
a  number  of  the  activities  suggested  call  for  a  wide  range  of  skills. 
For  example,  drama  requires  (or,  in  some  cases,  may  require)  not  only 
actors  but  also  musicians,  costume  designers,  set  designers,  stage 
carpenters,  stage  electricians,  etc.    In  many  cases,  the  nature  of  the 
skills  auxiliary  to  the  primar/  activity  will  be  obvious  and  I  will  not 
bother  to  identify  crwm.     In  some  instances,  where  it  would  not  be 
efficient  to  employ  a  person  with  a  given  skill  to  service  a  single 
group  (e.g.,  a  drama  group),  economies  of  scale  may  come  into  play 
when  a  community  center  fa  established  to  serve  a  network  of  the 
neighborhood  centers  proposed  below. 

The  second  prefatory  point  is  that  many  of  the  activities  should 
include  significant  training  components  for  those  involved  in  both 
the  primary  activity  and  the  supporting  work*     For  those  already 
trained  to  perform  their  respective  functions,  existing  skills  should 
he  preserved   Mid  polished. 

The  third  point  .Is  that  the  activities  suggested,  with  very  few 
exceptions,  are  highly  labor  intensive,  thus  generating  a  high  ratio 
of  Jobs  to  expenditures.     To  put  it  another  way,  outlays  for  equipment 
and  materials  per  )ob  created  would  be  relatively  small. 

The  list  of  useful  public  services  that  could  be  provided  hut  are 
presently  lacking  probably  could  he  extended  far  heyond  those  mentioned 
in  this  paper.     Those  that  arc  mentioned,  therefore,  should  he  consi- 
dered *s  illustrative.    Their  recital  probably  will  bring  many  others 
to  mind. 
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sonnets  n»  the  zumir 

•        With  Che  disappearance  of  the  extended  fatally,  advancing  age  has 

ecom*  a  tragic  experience  for  winy  with  alert  and  active  minds  but 
enfeebled  bodies,    Many  of  those  facing  the  threat  of  terminal  exile 
to  nursing  homes  would  be  far  happier  if  it  were  made  possible  for  them 
to  live  out.  their  lives,  even  If  alone,  in  their  accustomed  surroundings, 
in  their  own  homes  with  their  own  familiar  possessions,  and,  to  the 
extent  they  are  physically  able,  to  keep  up  their  ties  with  friends, 
neighbors  and  relatives.    The  preference  for  staying  put,  for  avoiding 
the  trauma  of  uprooting  involved  in  transfer  to  a  nursing  home,  is  pro- 
bably strong  even  when  the  latter  is  of  high  quality.    The  fact  that 
many  nursing  homes  are  abominations  is  an  additional  and  compelling 
reason  for  minimizing  the  number  of  such  transfers.    This  would  make 
it  easier  to  enforce  standards  of  humane  conditions  and  treatment  in 
nursing  homes  and  to  shut  down  permanently  those  institutions  unable 
or  unwilling  to  conform  to  such  standards. 

Provision  of  a  few  simple  and  relatively  inexpensive  services  would 
smke  it  possible  for  a  high  proportion  of  the  aged  to  remain  where  they 
are  as  long  as  they  retain  some  minimum  of  physical  vitality.    The  kinds 
of  services  required  would  vary  with  the  physical  *tate  of  the  persons 
to  be  served,    Some  could  get  by  wits  mobility  assistance.    If  a  car 
or  a  minibus  came  by  their  homes  to  pick  them  up  once  or  twice  a  week, 
they  could  bo  taken  in  groups  to  shopping  centers  to  replenish  their 
Urders  and  make  other  necessary  purchases.    Croup  rides  could  also  be 
provided  to  take  thes  to  recreational  activities  or  events,  although, 
because  of  difference*  in  tastes,  the  Rrou^s  for  this  purpose  might 
be  composed  of  different    combinations  of  individuals  than  the  shopping 
groups,    Tn  some  cases  (e.g,,  where  a  single  medical  center  serves 
many  of  the  aged),  it  should  be  possible  to  schedule  appointments  so 
as  to  provide  group  rides  for  health  care  purposes.     Where  group  rid- 
ing is  impractical  (e,g,,  for  tifos  to  the  individual's  own,  non- 
institutional  doctor,  dentist  or  lawyer),  a  special  dial-a-ride  system 
could  be  provided  for  the  aged. 

For  those  whom  even  a  ride  would  weary  unditlv  (md  also  as  a 
possible  alternative  to  group  riding  for  shopping  purposes),  mobile 
shopping  centers  couU  be  created.    These  wouU  take  the  form  of 
tracks  stocked  carefully  with  the  kfnds  of  food*  and  other  essentials 
that  the  ageu  buy  regularly,  with  attention  paid  to  ethnic  tastes 
along  the  routes  covered  by  the  trucks.    Alternatively,  the  trucks 
could  carry  packages  of  foods  and  other  items  nude  up  in  accordance 
with  telephone  orders  placed,  prior  to  scheduled  deadlines,  by  those 
along  the  truck's  routes.    The  routes  .  ould  be  varied  day  by  dav  so 
that  the  same  truck  ?*uld  serve  several  neighborhoods  in  the  course 
of  a  week. 
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Sow*  of  th«  aged  who  *r«  otherwise  able  to  take  care  of  themselves 

ere  'too  feeble  or  too  lacking  in  desire  for  food  to  cook  wholesome, 
balanced  metis  for  themselves.    For  these,  a  central  kitchen  could 
prepati  vim  swale  to  be  da  live  red  to  their  homes  by  car  or  truck, 
the  avals  could  be  packaged  so  that  they  could  be  kept  vara  on  stoves 
or  in  ovens  until'  meal  time.    Where  the  nature  of  the  reals  permits 
reversing  without  deterioration  of  nutritive  value  or  taste,  several 
days*  «eaia  could  be  provided  at  a  tiwe,  thus  Minimizing  the  number  of 
trips  required  to  be  made  by  the  delivery  vehicle. 

Some  of  the  aged  who  are  too  enfeebled  to  clean  their  dwellings 
effectively  could  be  provided  with  housekeeping  help.    Teams  of  house- 
keepers  (about  which  more  will  be  said  in  connection  with  services  for 
working  parents)  could  visi*  their  hones  or  apartments  at  intervals 
(pethaps  once  or  twice  a  week)  to  clean  and  straighten  up  for  them, 

f   Aged  Individuals  living  alone  may  encounter  two  other  problems 
for;  which  assistance  could  be  provided.    The  first  is  loneliness, 
The[second  Is  danger  of  a  traumatic  event — e,g,f  a  heart  attack,  a 
strode,  or  a  ^household  accident — that  might  go  unnoticed  because  it 
prevented  them  from  calling  for  help.    Such  persons  could  be  served  by 
teams  of  individuals  organized  to  telephone  elderly  persons  living 
alone  at  frequent  intervals  to  talk  with  them  where  loneliness  is  a 
problem,  and.  In  any  event,  to  cake  sure  than  no  mishap  has  befallen 
them  or,  if  one  has,  to  send  help.    The  persons  making  the  calls  could 
also  routinely  inquire  whether  there  were  any  special  shopping  or  other 
needs  of  a  kind  not  lively  to  be  filled  by  the  means  suggested  above, 
e,g,  ,   to  renew  a  nediral  prescription  and -to  have  'it  delivered  or  to 
make  a  special  trip  to  t he  doctor.    Arrangements  could  then  be  made  to 
fill  such  needs. 

Staffing  Needs 

The  employment  created  bv  the  ahove-descr thed  services  would 
include  Jobs  for ' passenger  car  and  truck  drivers;  clerks  to  schedule 
rides  and  deliveries  and  to  receive  and  arrange  for  filling  orders  for 
food  and  other  needs;  persons  to  take  inventory  on  and  restock  the 
mobile  shopping  centers;  sales  clerics  to  fill  orders  and  to^  take  pay- 
ment »m  -turh  mobile  renter*  and  other  vehicles  Involved  in  the  deLiveiV 
of  wars  r&eala;  cooks  and  other  kitchen  workers  to  prepare  such  meals; 
mesbers  of  tht  phone-calling  team*.     In  addition,  qualified  supervisors 
would  be  needed  ro  organize  the  services,   (.<  develop  systems  for  their 
effective  Integration  and  coordination  (e.«.t  to  avoid  several  car 
trips  trherv  one  would  i.uffice)  and  to  train  those  engaged  in  providing 
the  service.     For  example,  those  charged  with  phoning  the  elderlv 
would  have  to  be  cirefully  trained  to  carry  on  "loneliness"  phctn  calls 
in  a  friend  I  v  .md  helpful  way,  to  nuke  efficient  use  of  rfteir  *  Ime  bv 
avoiding  fiiduc  prolongation  of  sue  Ji  ''ails,  (n   judfle  whether  a  request 
for  special  shopping  or  other  help  w.  rr.mred  icfi:in,  etc. 
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Civsn  the  costs  of  nursing  hows  care,  it  mm  almost  certain  that 
the  savings  the  above-described  services  would  moke  available  by  reduc- 
ing the  need  for  institutionalization  would  far  outweigh  the  cost*  of 
providing  the  services.    Whether  or  not  that  conclusion  la  correct 
could  be  determined,  subject  to  a  reasonable  margin  of  error,  by 
carefully  estimating  the  cost  of  the  services  and  collaring  them  with 
nursing  home  charges. 

Even  in  Che  unlikely  event  that  such  calculations  show  that  insti- 
tutional care  is  less  expensive,  provision  of  the  services  would  still 
be  worthvile  as  a  means  of  avoiding  the  immeasurable  psychological  costs 
of  institutionalization. 

The  capital  costs  involved  would  be  minimal.    There  need  be  no 
initial  put  lay  for  the  cars  involved  if  arrangements  are  made  to  com- 
pensate the  drivers  (in  addition  to  their  pay)  on  a  reasonable  mileage 
basis  for  use  of  their  own  car-      Relatively  few  trucks  would-be  needed 
to  serve  as  mobile  shopping  centers  and  for  delivery  of  neals  for  large 
numbers  of  the  aged.    The  ratio  of  trucks  to  numbers  served  would  be 
sharply  reduced  in  high- population-* density  neighborhoods  with  heavy 
concentrations  of  the  elderly.     If  food  and  other  items  were  sold  by 
the  mobile  shopping  centers  at  prevailing  retail  prices,  a  revolving 
fund  equal  to  the  cost  of  the  initial  inventory  might  well  turn  out  to 
permanently  sufricient.    Such  a  fund  would  have  to  be  supplemented  only 
to  the  extent,  if  any,  that  costs  of  space  for  warehousing  merchandise, 
truck  depreciation,  and  personnel  exceeded  the  wholesale  cost  of  the 
Initial  inventory  plus  the  profit  margins  included  in  prevailing 
retail  prices.     (Increases  in  prices  at  the  wholesale  level  should  be 
compensated  for  wholly  or  largely  by  Increases  in  prevailing  retail 
prices  )    The  need  for  supplementation  aight  be  avoided  if  arrangements 
could  be  made  for  direct  purchase  of  some  items  from  the  producers. 
Prepared  meals  should  be  supplied  at  prices  equal  to  either  the  whole- 
sale cost*  of  food  plus  preparation  costs  or  the  retail  prices  of  the 
foods  involved  plus  costs  for  fuel,  etc.,  that  would  be  incurred  if 
the  meals  were  prepared  in  the  home. 

Building  space  would  be  needed  for  some  of  the  services— for 
warehousing  merchandise  to  supply  the  trucks,  for  the  kitchens  used 
in  prepa/Iqg  meals*  for  the  teams  of  phone-callers,  etc.     In  some  cases 
however    space  eight  be  available  without  cost  in  unused  or  underutilised 
public  facilities.     For  example,  recent  sharp  decreases  in  birth  rates, 
Plus  declining  populations  in  central  cities,  may  make  space  available 
In  school  buildings.     /NOTE:    What  has  been  said  here  regarding  building 
space  applies  to  space  for  certain  of  the  other  services  described 
belov  and  will  not  be  repeated  in  connection  with  then// 


1,  kIc  BEST  COPY     762   -4 

■     ■mssas:--*.^.A  ,* .  -  -  *  ....  •  -i-^sr 


758 


Possible  Resistance 

Private  businesses  that  perceive  certain  of  the  services  described 
above  aa  competitive  with  their  own  enterprises  would  probably  reaiet 
thaaa  programs.    Supermarkets  and  other  stores  night  oppose  the  mobile 
•hopping  centera  and  the  sale  of  vans  Male;  taxi  owners  and  drivers 
might  react  similarly  to  the  personal  mobility  services,  etc.  Such 
opposition  might  be  diminished  somewhat  If  it  were  stressed  that  the 
market  for  those  services  would  not  be  available  at  all  if  those  served 
w?re  immured  in  nursing  homes.    Private  landlords  and  builders,  on  the 
other  hand,  might  welcome  the  services,  and  thus  help  to  offset 
opposition  from  other  quarters,  if  persuaded  that  less  utilisation  of 
nuxaing  hones  would  increase  total  demand  for  dwelling  units.    With  a 
growing  proportion  of  the  population  in  the  upper  age  brackets,  this 
could  be  a  significant  factor  in  demand  for  housing, 

Prospects  for  Permanence 

We  all  face  the  possibility  of  living  to  an  age  at  which  we  will 
no  longer  be  fully  able  to  take  care  of  our  own  needs.    Many  younger 
people,  meanwhile,  are  already  carrying  or  may  soon  be  compelled  to 
carry  the  burden  of  intolerably  high  nursing  home  costs  for  their 
parents.    If  experience  with  the  above- described  services  were  to 
demonstrate,  as  I  an  convinced  it  would,  that  the  shock  of  institution*- 
liratlon  could  be  avoided  for  a  significant  proportion  of  the  aged, 
that  alone  would  tend  to  make  permanent  maintenance  of  those  services 
out  of  tax  revenues  widely  popular,    if,  in  addition,  experience 
should  *how,  as  I  believe  it  would,  that  these  services  would  reduce 
the  private  and  social  costs  of  caring  for  the  aged,  as  compared  to 
the  costs  of  institutional! ration,  it  would  seem  almost  certain  that 
there  would  be  widespread  and  enthusiastic  support  for  the  permanent 
provision  of  the  kinds  of  services  proposed, 

SERVICES  FOR  THE  DISABLED 

The  same  range  of  service  proposed  for  the  elderly  (plus  some 
additions  described  below)  would  be  applicable  to  the  temporarily  and 
permanently  disabled,  although  needs  for  specific  services  would  tend 
to  vary  among  individuals,  depending  u^on  the  nature  and  extent  of 
their  respective  disabilities, 

ff  a  system  were  established  to  provide  those  services  for  the  ek 
elderly,  it  would  be  a  relatively  staple  matter  to  Include  the  disabled^ 
as  part  of  the  client  population.    Similarly,  additional  services  nteded 
primarily  by  the  disabled,  could  be  extended  to  those  aged  persons  who 
have  disabil itie*  that  qualify  the*  for  such  services. 
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Ttm  disabled,  in  so*  cam*,  would  need  visiting  nurses,  registered 
or  practical  or  both*    la  Addition,  mm  who  live  alone  would  need  daily 
visits  by  someone  able  to  prepare  meals  and  perform  other  household 
chores,  rather  than  the  weakly  or  twlce~a~week  visits  of  housekeeper 
teams  proposed  for  the  elderly. 

The  Uvea  of  the  blind  could  be  enriched  by  the  services  of  people 
who  *©iiW  direct  then  to  facilities  where  they  could  learn  braille, 
obtain  "talking  books,"  learn  to  become  mobile  with  the  aid  of  leader 
doge,  etc.    Delivery  of  braille  literature  and  talking  book*  could  be 
provided  for  the  immobile  blind,    $  taller  referral  services  could  be 
provided  for  the  deaf* 

Froepexts  for  Permanence 

The  visiting  services  for  the  disabled  described  above  probably 
would  be  less  expensive  than  institutional  cere.  Once  these  lower 
costs  had  been  demonstrated,  it  might  be  possible  to  obtain  permanent 
public  financing  for  such  activities.  The  special  services  proposed 
for  the  blind  and  the  deaf  night  be  financed  on  a  permanent  basis  by 
the  private,  voluntary  organizations  that  already  meet  many  of  their 
needs,  out  of  public  revenue*  or  by  a  combination  of  both* 

SERVICES  FOR  WORK  INC  PARENTS  , 

The  need  for  certain  services  for  working  mothers,  whether  or  not 
they  are  heads  of  households,  is  widely  recognised,  though  far  from 
adequately  met.    A  widened,  separated,  or  divorced  father  responsible 
for  maintaining  a  how  and  caring  for  young  children  has  the  same 
needs  for  help  as  a  working  mother.     Some  of  these  services  are  also 
needed  in  families  in  which  all  the  adults  work  or  attend  *ull~tiroe 
school. 

The  need  for  a  vast  expansion  of  high-  qual  Ity  "and  low-cost  child 
cmtm  facilities  ("Day  care"  is  a  aisnomer  because,  in  many  cases,  pro- 
vision wust  be  made  for  children  before  dawn  and  after  dusk  and,  in 
some  situations,  around  the  clock.)  Is  coo  obvious  to  require  discussion 
here.    A  very  sizable  number  of  permanent  Jcbs  would  be  created  by  such 
an  expansion  both  for  well-trained  child  care  experts  and  for  aides 
who  could  operate  under  their   supervision  with  little  or  no  training 
ftovever.  the  latter  could  be  given  opportunities  for  training  that  could 
lead  to  upgrading     m  fact,  {f  both  quality  standard*  and  quantitative 
needs  are  to  h<»  rvt  within  a  reasonable  time,  there  would  be  vast 
opportunities  for  upgrading. 
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Btciuw  of  the  traditional  no  rag  of  our  society,  the  working 
■otter,  twin  U  h#r  fnwrtMWd  is  prttahit  in  the  home,  usually  bears  an 
unfair  and  intolerably  heavy  burden.    She  la  expected,  besides  putting 
In  her  stint  on  the  job,  to  speni  «*ny  additional  hours  doing  the 
family's  shopping,  attending  to  Via r  children's  and  her  hu*band'»  needs 
keeping  rhe  Howe  clean  and  neat,  etc.    For  many  vowen,  the  combination 
of  Job  and  home  responsibilities  acts  as  a  strong  deterrent  to  labor 
force  participation.    In  a  full  employment  economy  (which  hopefully  we 
will  sone  day  have),  their  absence  from  the  labor  swrket  would  mean  a 
serious  loss  of  potential  output. 

Under  present  conditions,  the  hiring  of  household  help  is  not  a 
realistic  possibility  for  most  women  discouraged  from  taking  jobs  by 
'  the  burden  of  their  family  responsibilities.    The  low  pay  and  low 
status  attached  to  such  work  and  the  fact  that  it  is  often  done  under 
degrading  conditions  tends  to  limit  the  supply  of  persons  willing  to 
undertake  It  except  in  rimes  of  severe  recession* 

There  would  aloost  certainly  be  a  net  gain  to  society  if  paid 
household  work  were  rationalized,  thus  making  it  more  efficient;  if 
the  workers  invol.ed  were  given  steady  employment  under  dignified 
conditions;  and  if  the  wages  were  sufficiently  high  so  that  the 
combination  of  monetary  renuneration  and  improved  dignity  and  status 
would  attract  more  workers  into  the  field.    The  pain  would  flow  from 
two  sources!    on  the  one  hand,  useful  services  would  be  obtained  fr^m 
persons  who  would  otherwise  have  to  be  supported  in  idleness;  on  the 
other  hand,  the  ready  availability  of  such  services  would  encourage 
increased  participation  of  women  in  the  labor  force,  thus  ihcrea^ing 
total  odtpur. 

The  w.iys  in  whir  ^household  work  nitfM  he  rationalised  ran  pro- 
bably he  determined  only  by  exper i nentat Ion  with  various  methods. 
What  follows,   therefore,   Joes  not  pi "tend  Co  he  j  definitive  solution, 
but  rather  one  approach  that  mi^hr  he  worth  testing, 

Th«*  household  workers  rq^id  he  orp.ani^ed  Into  re. ins  .-'onsls't Jng, 
for  ex*v*ople,  of  one  person  who  would  do  such  chores  as  sweeping, 
dusrifu'. ,  wppin;,  t'tc,  ani«t*  <  r  v-o  would        t5e  Idui.-Jr..  ^ike  t'e  * 
beds,  change  the  bed  linen  periodically,  and  r.entraHJLv  straighten 
up;  a  third  could  do  the  dishes  in  J,  in  ji  tor .tinve  with  written 
instructions  left  bv  the  honewiker.  prepare  a  -imple  evening  meal  * 
Ce  laborate ,   t  Iftie-conWjing  recipes  would  have  to  be  mind  out)  and 
puf  it  on  the  r+tove  ready  for  cooking*     (it   the  stove  'M»l   i  rin»-r, 
it-could  he  set  to  have  the  meal  rooked  at  <  he  &  si  red  tine.)  In 
addition,  one  nenher  of  the  team  could  pick  up  a  shopping  list  left 
by  the  housewife  and  deposit  it  at  a  central  location  from  where  it 
would  he  taken,  together  with  similar  orders  from  otfier  families  to 
be  filled  ^it  the  appropriate  store  or  stores.     (Miscount    it  ran i»e?'»  ur«a 
night  becoae  avail  iMe  based  upon  the- vol  une  i»f  sales   involved.)  The 
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tee*  mould  deliver  the  orders  aa  it  arrived  AC  the  bom—.    (I  hm  uft 

T",!^  f  pf  to  MCh  ttxr  would  serve; 

it  might  be  weekly  or  evict  a  ****,)  . 

Tha  tMi  member.  -pvW  Km  steady  ee^loymeot,  rtgvUr  migMiti( 
amd  the  earn*  supervisors  fro*  weak  to  VMk-unUkt  present  domestic 
a^yworkers,  whose  ee*loymcmt  it  Irregular  etwf  uncertain  and  may  Involve 

•  l^rgt  number  of  constantly-changing  end  unfamiliar  employer*  -nd 
ncmem.    Their  roles  would  become  much  like  those  of  field  workers  for 

*  [!5!!*r  bwsiw»  establishment  (e.g.,  t*  *erg  who  install  «nd  repair 
<*lec*enes  or  household  appliances),  except  thet  they  would  have  regular 
route*.    It  seems  reeeooebU  to  expect  thet,  in  time,  they  would  be 
accorded  c  status  in  the  eye*  of  their  neighbor*  comparable  to  such 
•Jocfcara , 

initially,  end  particularly  while  unemployment  remein*  high,  the 
household  help  services  fhould  be  made  available  without  charge  to 
all  families  with  children  m  which  all  the  able-bodied  edult*  work  or 
attend  achool  full-tie*.    Thia  would  pen.it  the  operation  to  be  con- 
ducted on  a  scale  which  would  wake  meaningful  experimentation  possible 
The  oat  coat  would  be  relatively  small,  since  moat  of  the  worker* 
involved  would  otherwise  be  receiving  unemployment  compensation  or- 
aome  other  form  of  Income  maintenance.    Later,  and  particularly  if 
unemployment  were  aharply  reduced  so  that  there  were  competing  demand* 
for  the  workers  involved,  further  experimentation  might  be  conducted  to 
determine  the  site  of  bhe  fees  that  typical  feci  lie*  might  be  willing 
to  pay  for  these  services.    Fees  might  be  graduated  on  the  bests  of 
family  income, 

NEIGHBORHOOD  CENTERS 

We  seem,  as  a  people,  to  be  becoming  increasingly  isolated  from 
each  other,    Nei *h bo r hoods,  in  the  sense  of  areas  in  which  individuals 
come  into  repeated  con^pct  with  large  numbers  of  rheir  fellows  and 
Join  toge'her  in  a  veriety  of  activities,  have  laraeW  disappeared. 
The  reasons  need  not  he  explored  here,  but  the  results  seem  to  include 
widespread  lonelinese  an?  a  feelin*  bv  man*  pe<<ole    that  something  is 
missing  from  their  lives 

Whether        nit  the  sense  of  nei  jhborl  i  ness  »  an  !:*  do  I  %  neratel  v 
recreated  is  >>p«n  to  question      R«»t   it   i*  worth  crving. 

One  possibility  mi^ht  be  the  establishment  ot  neighborhood  centers 
which  would  draw  people  to  them  tor  a  wide  variety  of  purposes— 
educational,  cultural,  recreational,  and  for  various  kinds  of  services 
and  counsel iin*--vhile  at  the  same  time  providing  them  with  faciUtiss 
and  outlets  for  their  hobbies,  interests,  and  talents.  There  seems  to 
be  no  tfood  reason  vhv  people  should  be  required  to  go  off  in  different 
directions  tor  each  ot  these  separate  purposes,  encounter  Inn  different 
individual*  in  each  locale  and  establishing  genuine  personal  ties  with 
none  of '  them.  » 
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for  present  purposes  it  la  not  necessary  to  blueprint  the  culture 
0f  inch  center*  down  to.  the  1§|C  detail,    Whet  ie  needed  first  it 
adequate  end  strategically located  building  spec*.    Preferably,  it 
ehould  be  near  a  • hopping  center  or  other  facility  that  draw  large 
meeoers  of  neighborhood  people  to  it  for  other  purposee,    (Thie  factor 
could  be  ignored  in  a  bigh-populatien-density  urban  neighborhood.) 
It  wight  be  possible  to  find  the  needed  space  in  an  unused  or  under- 
utilised public  building. 

Ideally,  •  variety  of  government  facilities  that  serve  large 
number*  of  the  neighborhood's  residents  should  be  boused  in  the  same 
.  building  or  in  adjacent  or  near-by  buildings,    This  could  include, 
for  exatspis,  the  post-office  and  the  unemployment  compensation,  \ 
employment  service,  welfare  and  food  stamp  offices.    Perhaps,  if  the 
neighborhood  centers  concept  takes  hold,  public  buildings  in  the  future 
will  be  designed  to  house  under  one  roof  all  feci  lit  its  serving  the 
public  In  the  neighborhood,  while  providing  space  for  the  centers. 
If.  as  suggested  below,  the  center  included  counselling  and  referral 
services,  time  and  travel  for  the  local  residents  would  be  ninlmired 
by  having  relevant  governaent  offices  in  the  seme  building. 

The  space,  obviously,  should  be  large  enough  to  bouse  the  full 
range  of  activities  that  are  contemplated  fjr  the  center  and  should  be 
suitable  for  adaptation  to  them.    Those  activities  should  be  designed 
to  appeal  to  people  of  all  ages,  races  and  classes  in  the  neighborhood 
to  be  served.    If  possible,  there  should  be  adjacent  outdoor  space  in 
which  children-end  possibly  adults  as  well -could  engage  in  outdoor 
games  and  sports , 

The  members  of  the  staff  responsible  for  conducting  each  ot  the 
activities  should  be  drawn  from  anwn^  the  unemployed ,    Thev  need  not 
in  all  cases  be  professionals  in  their  respective  f ields— although 
professionals  should  by  no  means  he  excluded,    Thev  could  he  hobbyists, 
provided  thev  are  knowledgeable,  reasonably  skilled,  *nd  able  to 
coeemiiiicate  their  knowledge  and  skills  to  others.    The  centers'  reguler 
staffs  could  be  augmented  bv  teachers  from  community  colleges  who  could 
conduct  regular  classes  on  the  centers'  premises  in  anv  subject  in 
demand  by  a  sufficisncly  lar^e  number  of  those  in  the  neighborhood, 
(It  would  be  understood  that  payments  mede       all  the  centers  in  the 
coflesunitv  for  the  aervices  of  si»ch  cesthets  would  be  pooled  by  the 
college  to  add  qualified  unemploved  teachers  to  its  stsff.)    In  casea 
where  no  single  center  could  make  full  time  use  of  a  staff  member,  his 
or  h-        <rvicef  could  be  shared  by  several  centers  In  the  seme 
cos**<  ,      end  :»e  or  sue  miRht  also  be  employed  by  (or  operate  out  of) 
a  cost  tenter  of  the  type  to  be  described  below.    In  other  cases, 

the  etait  member  «i*ht  be  paid  on  an  hourly  bssis  Cor  time  actually 
1  worked. 
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Before  the  staff  if  hired,  the  neighborhood  should  be  circularised 
and  canvassed  to  determine  the  kind*  of  ectivittee  in  which  there  might 
be  substantial  interest,    On  the  basis  of  the  cmvmi ,  the  gtaff  to  be 
recruited  from  among  the  unemployed  might  loci  *de  person*  able  to  touch 
Englleh  co  foreign  residents;  to  teach  foreign  language*;  to  lead  a 
beod,  a  ^horuif  a  dance  group  or  a  theatrical  group;  to  CM«h  creative 
writing, drawing,  painting,  printmeking,  sculpture,  textile  dyeing  and 
printing,  photography,  woodworking,  dressmaking,  and  other  arte  and 
crafte;  to  rim  a  movie  pro j actor  for  the  showing  of  films  that  could 
be  obtained  free  or  inexpensively;  to  direct  athletic  activities  or 
calisthenics,  etc,  The  range  of  pofaibilitiee  is  almost  endless. 

The  neighborhood  center  ihould  also,  to  the  maximum  extent  poaaiblef 
be  the  focal  point  for  a  variety  of  public  and  private  aervicea  uaed  by 
the  neighborhood  a  residents.    Unless  and  until  the  center*  are  houaed, 
ae  a«ggeat*d  above,  in  the  seme  building  with  a  variety  of  government 
officea  serving  the  public,  the  seme  purpoaea  wight  he  accomplished  in 
part  by  other  means.    For  example,  the  center  might  include  the 
equivalent  of  the  kind  of  small -town  limited  service  post-office  chat 
often  occuplea  a  corner  of  a  atore  and  is  operated  bv  the,  manager  or 
the  owner  of  the  store  as  an  auxiliary  function  <a,g,,  a  member  of  the 
center's  acaff  primarily  responsible  for  other  dutiea  -ould  handle 
requests  for  postal  services'  as  they  were  made).  'Similarly,  the 
unemployment  compenset ion ,  employment  aervice,  food  stamp,  welfare 
officea,  etc,  could,  if  there  were  sufficient  need,  aasign  members  of 
their  respective  staffs  to  work  in  the  centera.    Alternatively,  some 
members  of  the  center's  staff  Saving  other  dutiea  could  be  trained  to 
aerye  part-time  as  agents  of  such  officea.    In  that  case,  thev  should 
receive  an  appropriate  part  of  their  pay  from  che  agencies  involved. 

If  the  nature  of  the  facilities  makes  it  feasible,  the  neighbor- 
hood child  care  center  could  also  he  located  on  the  premises  of  the 
center.     In  addition,  private  voluntary  organize! ions  ot  various  types 
might  tir.d  it  usetwl  and  should  He  encoura^-d  to  assign  members  of 
thetr  re<n^c«r  fve  stiffs  to  work  oart-  or  full -tine  in  fhc  .enter**. 

Tt  should  be  obvious  that,  aside  fr«m  convenience  to  the 
neighborhood"1  s  residents)  a  ma  lor  purpose  of  having  services  available 
at  the  center  is  Co  attract  people  to  it,  tht.s  i-naMim  them  to 
familiarize  thrmsel vrs  wit'»  the  activities  if  provides,  vich  a  view 
to  involving  i  nc*«  in  such  activities 

— —  t 

1,1     It  there  is  a  heavy  eoacent  rat  ion  of  a  particular  ethnic  group 
in  the  neUhhorho»df  it  would  he  well  (part  icular  ly  if  there  are  to  be 
musical,  choral,  dance  or  drametid  activities)  to  seek  out  staff  members 
to  lead  those  activities  wtu»  are  familiar  with  the  culture  of  the 
ethnic  home  land  . 
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Toward  the  aem*  end,  the  center  should  also  be  open  fur  use  as 
the  local  swetlng  place  of  social,  fraternal  end  other  orseoiaations 
to  «fcfch  the  neighborhood's  residents  may  belong.    Similarly,  spec* 
should  ba  made  available  for  ad  hoc  recreational  activities  iucfi  as 
bridge,  chaff  and  checker  game*,  etc. 

In  i (  the  neighborhood  should  **e  informed  ft  frequent 

intervals  ips  veekly)  of  activities  at  the  center.    This  could 

be  done  throu$<<  posters,  circulars,  the  local  newspapers,  radio,  TV, 
ate.    The  residents  should  be  invited  to  attend  plays,  musical  events. 
Sports  events,     -ts  and  crafts  exhibits,  etc,  generated  hv  their 
neighbors  throu   .  use  of  Che  center's  facilities. 

Each  center  should  include  on  its  staff  at  least  one  person  able 
to  provide  counselling  and  referral  service  to  persons  requiring 
assistance  vith  personal  and  family  problems,    tf  the  neighborhood  is 
one  in  which  large  numbers  of  persons  are  more  fluent  in  a  foreign 
language  than  in  English,  the  counsellor  should  b«  able  to  speak  that 
language ,    The  counsellor  should  We  recruited  from  among  the  unemployed 
and,  if  no  trained  person  is  available,  should  be  given  the  necessary 
training. 

Some  activities  originating  at  the  canter  would  not  be  conducted 
on  its  premises ,    For  example,  the  people  participating  in  the  center's 
activities  might  decide  to  beaut°ify  the  neighborhood,    (This  is  one 
type  of  activity  that  might  be  pursued  through  neighborhood  organisa- 
tion for  self-help  discussed  below.)    Groups  might  be  organised  to 
plant  trees  along  certain  streets.    Other  groups,  working  under  the 

irection  of  artists,  ml*ht  decide  to  decorate  the  neighborhood  school 
or  to  paint  murals  on  the  blank  wafls  of  neighborhood  buildings.  A 
band  organized  in  the  neighborhood  center  might  agree  to  play  music 
In  the  neighborhood  park  on  summer  evenings.    Here  again,  a  wide 
variety  o/  projects  could  be  initiated  by  people  participating  in  the 


The  neighborhood  centers  would  serve  also  as  focal  points  for 
neighborhood  self-help  organisations,   to  he  discussed  below. 

It  seems  likely  that  some  subsidy  might  be  required  in  addition 
to  any  fees  that  could  reasonably  be  charged,    (This  is  also  true  of 
public  child  care  centers,)    Rut  the  social  trains,  indicated  above, 
could  vel  i  "of  f  set  ^the  ccst  of  the  Subsidies,     In  that  case,  the 
public  might  decide  to  m*ke  the  service  available  on  a  permanent  basis 
even  after  unemployment  had  receded  substantially. 

Retiree  Centers 

Retiree  centers  providing  essentially  the  same  range  of  activities 
and  services  proposed  above  for  the  neighborhood  canters  have  proven 
their  value  and,  in  n^any  cases,  have  seen  successful  in  attracting 
large  numbers  ut  older  persons. 
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Quo*  tic  a*  can  be  raised,  howmr,  about  the  desirability  for 
aitfiar  gro-ip  of  I  to  U  ting  tNi  elderly  from  younger  parses.  Horeovar, 
ocoocmUos  of  scale  would  Mkt  it  possible  co  provide  a  wider  range  of 

Activities  and  service*  for  bee*  group*  if  the  retiree  contort  operated 
as  port  of  the  neighborhood  centers.    So**  activities  ood  oorvicoo  at 
*****  neighborhood  center  should  bo  designed  specifically  for  the 
retirees  (e.g.,  pre-retirement  counselling  end  assistance  with  Social 
Security  and  Medicare  problems),  but  tho  letter  should  have  the  fullest 
practicable  access  CP  services  aval lab la  at  tho  canters. 

In  addition,  tha  canters  could  serve  as  the  focal  points  for  the 
special  services  for  the  elderly  proposed  above. 

Prospects  for  Permanence 

The  establishment  of  neighborhood  centers  should  not,  in  my 
opiiion,  be  visualised  as  a  temporary  program  designed  solely  to  provide 
worfc  for  t  .e" unemployed,    Under  present  conditions,  initial  recruitment 
of  staff  for  the  centers  should  be  focused  on  tha  unemployed— but  the 
centers,  if  they  prove  as  valuable  and  successful  aa  I  expect,  would 
undoubtedly  create  a  demand  for  their  continuance.    The  amount  of  to* 
revenues  required  to  support  them  mould  be  relatively  small.    To  some 
extent,  the  centers  would  involve,  not  additional  expenditures,  but 
a  reorganisation  of  recreational  and  cultural  activities  and  certain 
typea  of  cervices  already  supported  by  public  funds.    In  addition,  in 
n*igh'rrhood»  where  unemployment  is  especially  severe,  tie  centers'  itaff 
requirements  for  daytime  activities  would  disjiniah  as  unemployment 
abates, 

COWUNTTY  ARTS  CENTER 

The  arts  and  crafts  activities  proposed  above  for  the  neighborhood 
centers  are  intended  to  enable  people  to  pursue  thai i  interests  and 
improve  their  skills,  as  veil  as  to  generate  local  recreational  events, 
ragardlees  of  the  level  of  talent  of  the  individuals  participating, 

Every  community  has  its  quota  of  genuinely  talented  unemployed  and 
underemployed  artists  in  a  variety  of  fields.    Initially,  the  latter 
group  should  Se  employ**,  as  WPA  employed  the™,  to  put  their  talents  to 
public  use,    Later,  the  same  approeen  can  he  used  to  emplov  those 
whose  talent  is  discovered  end  developed  in  the  nel ghhorhood  centers. 

Communities  of  sufficient  fixe  could  accommodate  a  community  arts 
center  embracing  the  full  range  of  arts  and  crafts  for  which  capable 
jobless  person;  ste  available.    They  should  be  employed  primarily  to 
apply  their  skiiis--to  stage  plays  and  musical  events,  to  decorate 
public  buildings,  to  do  creative  writing—and  should  be  provided  space 
and  facilities  fe.g,,  presently-closed  movie  house  to  serve  theaters) 
and  equipment  to  practice  their  art.    In  addition,  however,  they  could 
be  drawn  on,  part  time,  to  serve  the  neighborhood  centers. 
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Tfc*  coamamity  art*  center  should  els*  arrange  for  interchange  of 
theatrical  and  similar  mnt«  end  arte  end  crafts  exhibits  among  the 
oeighborhovd  centers  within  the  c  i— unity  (a,g,,  a  play  staged  by 
neighborhood  center  A  could  be  routed  to  center*  B,  C  intf  D)  . 

Such  interchanges  would'  be  particularly  valuable  in  communities 
where  operate  neighborhood*  have  different  racial  and  ethnic 
characteristic*.    Et^ic  pride  deeervee  encouragement  but  the  cultivation 
of  respect  for   other  cultures  is  at  least  equally  Important.    To  the 
extant  that  there  la  a  distinctively  American  culture,  it  consists  in 
large  port  of  a  conglomeration  of  feature*  drawn  froei  the  separate 
cultures  represented  among  our  people.    The  further  development  and 
enrichment  of  African  culture  would  be  st  inula  ted  by  the  kinds  of 
interchanges  proposed . 

The  community  artr  center  should  also  be  charged  with  the 
responsibility  for  identifying  particularly  relented  individuals  and 
groups  emerging  in  the  neighborhood  centers,    it  could  encourage  their 
development  end  make  their  talents  available  to  a  wider  audience  by 
arranging  community-wide  events  and  exhibits  it  which  such  Individuals 
could  perform  or  display  and,  in  some  cases  sell,  their  work-  This 
could  be  done  through  community-wide  contests  judged  by  panels  of 
experts,  but  it  also  could  be  done  leas  formally. 

The  separate  community  arts  centers  could  be  tied  into  State, 
regional  and  national  networks  aa  proposed  below. 

As  in  the  case  of  the  neighborhood  centert ,  I  visualise  the* 
community  arts  centers,  not  as  temporary  expedients  to  help  sop  up 
unemployment,  but  as  permanent  features  of  our  society.    To  achieve 
that  status,  of  course,  they  would  have  to  demonstrate  their  value. 

COMMUNITY  ORGANIZATIONS 

The  existence  of  neighborhood  centers  would  facilitiete,  (in  fact 
aight  lead  to)  spontaneous  generation  of  organisations  of  neighbors 
to  deal  with  their  common  problems.    Such  organisation  could  be 
directed  toward  an  almost  endless  variety  of  purposes.    On*  such  purpose, 
neighborhood  beaut if icetion,  has  already  been  mentioned.    Other  possi- 
bilities include  creation  of  joint  buying  groups  (e,g,,  to  purchase 
produce  directly  from  farmers)  and  even  cooperative  stores,  formation 
of  a  neighborhood  credit  union,   lobbying  to  bring  the  needs  of  the 
neighborhood  (from  a  new  traffic  light  to  a  new  school  building) 
forcefully  to  the  attention  of  the  local  authorities,  volunteer  working 
groups  to  rehabilitate  deteriorating  homes  and  other  buildings  in  the 
neighborhood ,  groups  to  visit  and  provide  needed  help  to  sick  neighbors, 
joint  travel  groups  to  obtain  cut  ret*  fares,  etc*    However  email  or 
ambitious  the  project,  it  would  contribute  to  some  degree  to  restoring 
the  concept  of  neighbor  liases,  with  ell  its  connotation*  of  mutual 
help  and  interlocking  networks  of  friends* 
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Train  lag  f  nssmiiilty  Organisers  end  Others 

While  self-help  group*  night  spring  from  the  initiative  of  people 
participating  in  the  neighborhood  centers'  activities,  imaginative  end 
able  community  orgmUen  could  help  to  bring  larger  numbers  of  such 
group*  into  being,  covering  e  vider  range  of  ect'vitiee,  end  could  help 
them  become  more  effective  in  achieving  their  ends , 

Moreover,  management  of  the  centera  theme  civet  will  require  many 
of  the  skills  of  veil- trained  community  organisers.    Either  the  manager 
of  each  neighborhood  center  fhou id  be  a  trained  or ' experienced  community 
or gen leer  or  the  center  should  have  euch  an  organiser  ea  a  member  of  its 
etaff. 

The  basic  capabilities  and  personal  quantise  that  make  for 
effective  community  organizers  are  undoubtedly  latent       many  of  the 
unemployed.    Demand  for  greatly  increased  numbers  of  community  organi- 
zers would  be  created  by  a  decision  to  establish  a  national  network  of 
neighborhood  center*  and  community  arts .  centers , 

Thus,  a  need  would  arise  for  training  centers  to  develop  community 
organisers.    In  tine,  the  need  would  probably  also  arise  to  train  cow- 
munity  organisers  in  certain  specialisations.    For  example,  a  signifi- 
cant number  of  neighborhood  centers  might  meat  to  develop  cooperatives 
stores  or  credit  unions.    The  chances  for  their  ventures  to  succeed 
mould  be  greatly  enhanced  if  chey  atarted  on  a  sound  footing,  based 
epon  expert  advice  given  them  by  persons  equipped  with  special lied 
knowledge  in  those  fields,    A  combination  of  such  knowledge  with  the 
skills  of  a  comeunlty  organizer  would  increase  the  likelihood  that 
the  advice  given  would  be  heeded. 

Since  demand  for  the  services  of  specialists  in  any  one  community 
is  likely  to  be  limited,  they  would  have  to  operate  out  of  and  be 
routed  by  the  State,  regional  or  national  bodies  proposed  below. 

state,  h£'jk'jal  and 
batiojsal  '+-;a:;:zat:-:.»s 

Each  neighborhood  center  and  community  arts  center  should  be  able 
te  profit  from  the  experience  of  others,,  but  since  there  is  very  Utile 
experience  to  build  on  thus  far.  the  centers  would  have  to  feel  their 
way  and  mistakes  undoubtedly  would  be  made.    Ml  statues  could  be  minimized; 
however,  if  the  tenters  were  linked  in  mutually  supporting  and  reinforc- 
ing networks,    The  networks  could  be  estatiished  at  the  State,  national 
sad  regional  levels,  each  with  its  own  headquarter*. 
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The  headquarters  would  Mm,  mm*  other  things,  ae  clearing- 
houses f  jr  enchenges  of  enperiemces.    They  could  hold  periodic, 
csrefvl  ly~prcp**ed  conference*  of  the  leaders  of  the  iieighborhood  and 
eesmmmtity  arte  ctnt«nf  they  owld  Ism  publication*,  and  they  could 
resmoud  to  inquiries  and  request*  for  specialised  or  other  assistance 
addressed  to  the*  by  the  neighborhood  end  coessmnity  centers*  They 
eould  eleo+relafotce  the  effort*  of  the  community  srts  centre  to 
cecourage  the  development  of  talent  by  routing  outstanding  local  per- 
fora^ra^a^d  er$a  and  craft*  exhibits  within  their  respective  Juris- 

Potential  rroblcms 

A  n%atbrr  of  practical  problems  are  certain  to  be  raised  in 
connection  with  the  foregoing  proposals.  All  of  them  cannot  be 
anticipated,  but  a  fev  of  the  foreseeable  ones  are  discussed  below, 

KACE  HATES 

In  view  of  the  widespread  tendency  to  view  the  victim  of 
ue*m»loyment  as  in  see*  *ey  responsible  for  their  ovn  plight,  it 
probably  will  be  urge!  that  unemployed  persons  hired  to  per f era  the 
functions  outlined  above  should  be  paid  less  than  prevailing  wi;«e 
rates  V  for  the  work  they  would  be  celled  upon  to  do*    In  further 
support  of  that  position*  the  argument  would  be  advanced  that  wage 
rates  below  the  prevailing  level  would  provide  an  "incentive"  for  the 
individual*  involved  to  take  private  employment* 

That  position  makes  neither  moral  nor  practical  sense.    To  pay 
anyone  less  than  the  established  value  of  the  work  dons. is  to  cheat 
the  employee.     The  government  has  no  mote  right  CO  do  that  than  any 
privets  employer  and  the  government,  in  addition,  has  an  obligation, 
which  it  has  acknowledged  in  a  number  t>f  ways,  to  encourage  and 
maintain  fair  labor  standards  rather  than  to  undertime  them. 

Moreover,  there  is  no  inherent  superiority  of  private  over  public 
employment.    Therefore,  why  try  to  drive  people  from  the  latter  to  the 
former?    To  do  so  would  be  particularly  senseless  in  the  case  of  the 
activities  proposed  because  it  is  intended,  assuming  they  prove 


V    It  should  he  understood  that  the  phrases  "prevail'**  age 

rates"  and  "prevailing  wages,"  as  used  here,  sre  intended  t  ^r 

the  range  and  levels  of  /fringe  benefits  usually  provided  a*  as 
wage  rates  js  such* 
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2**u'»  *****  *°«"  c»o»«  disruptive  turnover  of  personnel,  thuji 

the  ,t ficimmsy  of  the  program*  «4  lessening  their 
poemihilitie*  for  iMctM.    Experiments  to  determine  whether  the 

til  1  ^lnu«<1  be  inconclusive  becaure, 

"  th-7  U  Mould  he  impossible  to  say  whether  failure 

•M  -«e  to  turnover  (which  would  he  most  likely  to  involve  the 
*ep*rture  of  the  personnel  with  the  greatest  capabilities)  or  to  the 
inherent  defects  of  the  programs. 

-     t*^m,t  Q{  P«v«iling  w«(c  rates  would  also  minimize  the  danger 
.    ^flict  "lth  representing  workers  engagtd  In  work  similar 

to  the  type,  propoced.    Avoidance  of  such  conflict  would  he  important 
toewure  the  widest  possible  public  acceptance  end  support  fT the 
Proposed  program.      In  the  case  of  the  neighborhood  center,,  «„y  of 
•hoes  clients  would  he  drewn  from  untonired  occupational  and  Income 
groups,  conflicts  with  unions  could  he  particularly  damaging  to 
efforts  to  gain  maximum  participation  in  the  center's  activities. 

'/dmlUw  SERVICES* 

0™™^"?!,'!!™  "I"'  P0"'"*'  *rf»in*         the  P^opo^ed 

programs  should  he  performed  by  -meaployed  persons  hired  for  that 
purpose.    This  would  include,  for  exampl,    .Iterations  to  and 
decorating  of  the  premises  to  be  used  for  the  neighborhood  centers. 
"•"'J00'  *nfll«  wlth  «"«ld  arise  which  should  be  avoided  if 

u£2Z\J*Z?llfl  mi°n'  WU  tCn<*  t0  b*  ^Pathetic  to  programs 
intended  to  employ  those  without  jobs;  however,  there  could  he  problems 
in  exceptional  cases  which  might  be  eased  if  approaches  were  made  in 
advance  to  the  top  national  echelons  of  the  union,,  where  a  broader 
view  is  more  likely  to  be  taken.     Special  arrangements  might  be  made 
in  some  cases  to  treat  the  workers  actually  performing  the  work 
Uesuaing  that  all  or  most  are  relatlv.lv  unskill.-d  and  are  doing  the 
work  under  the  supervision  of  an  expi.ri^eJ  person,  who  night  woll 
mem  union  member)  as  apprentices  under  the  appropriate  .inion's 
apprenticeship  program.    This  would  have  the  additional  value  of  * 
increasing  their  employment  opportunities  it    md  when  -Vv  I*  »ve  the 
programs . 

In  so-*  x-*Htn.  work  ayv  hav*  fo  1(f5tl  l4.f,„,  ip  pri„,tfl 
flayer*  to  srvoth  rvi.»tions  ultt,  r!„.  ,l?1f  ,„  ,  l<:  .  ...  ,  ,  ,.,r  V#,c 
r"aon*'   it  would        ik-sirjSJo  to  ri-i.ti  ..„  r;  ■  i-i  " 

wlunlzerf  firms,  : 
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OUTERIA  fDE  DflrXOTHEKT 

Until  a  definite  decision  has  been  made  to  maintain  any  o'  the 
program*  on  *  permanent  basis,  one  of  their  prim  purposes  should  be 
to  provide  work  f  t  the  unemployed.    To  the  maximum  extant  possible, 
therefore,  all  auch  Job a*  including  administrative  end  supervisory 
positions,  should  he  filled  from  among  the  unexplored.    Ability  to  do 
the  work  involved,  of  course,  nuat  be  a  criterion  applied  to  all  Jobs, 
but  it  need  not  be  and  should  not  be  present  ability*    Where  fchere  Is 
wind  reason  to  believe  that  an  Individual  has  the  potential  to  do 
the  Mark  after  a  reasonable  training  period,  the  training  should  be 
provided  and  he  or  she  should  be  paid  (or  unemployment  compensation 
should  be  supplemented,,  State  law  permitting)  vhile  training  is  f 
underway*    In  addition,  and  particularly  in  the  case  of  the  neighbor- 
hood center*,  efforts  should  be  made  to  recruit  from  the  area  to  be 
•erred*    This  would  create  personal  ties  co  the  centers  among  people 
(relatives  and  friends  of  the  person  hired)  whom  it  Is  desired  to 
attract  to  thea. 

,  >* 

,  UFCRADIHC 

►» 

All  possible  jobs  programs  should  put  t.eavy  .'tnphasls  on  promotion 
from  within.     To  this  end,  opportunities  for  training  for  njore  skilled 
and  better  paying  jobs  should  be  provided  for  all  staff  members  in  the 
lower  echelons  and  they  should  he  encouraged  to  take  advantage  of  them. 
The  training  should  be  done,  to  the  extent  prartirable,  by  unei&ployed 
persons  hired  for  that  purpose.    Where  that  is  not  possible,  coopers- 
Mon  of  the  local  school  system,  including  the  community  colleges, 
should  be  sought,    Xhe  budgets' of  the  programs  should  include  reason- 
able amounts  to  cover  training  feos  in  rase*  where  outside  facilities 
must  be  u&ed  for  training. 
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CAM  OTVEMWBST  GUARANTEE  PULL  EMPLOYMENT? 
(By  thereon  P.  Schnidtl) 


Intboductio* 

^JSL^P^f^^,^iaM,  30^,*od  *•  unemployment  reis*i 

-^^f?h!!,^'thf  PTb,,,tjr  01  dating  <«•  sUev.atmg  such 

S^dJ  ^„both  ,Mwiy  P*op»«  Tu*3  assumed,  be- 

S"""  produced  full  employment,  that  government  cVuld 
prprule  meam  for  eluninAtm*  unemployment  in  pence  time.  Such 
thm^overiook.  thTfect  j£st  wsr^Stifies  55iS?M ft£ 
2£u  2  ^I±*b*mnd  tlmt  *>cafled  "war  proepentP  U  the 
E^^^T^E*  moofy  wbkh  must  W  -epeidVur  of  future 

•WNWdiMU  the  liberties  of  mdividuels  in  order  to  achieve  •  hieb 
J*rel_eT  rmp,ovment  through  •  planned  economy  under  government 

tiif  -^iD?tih.at  fc**  wh?  t*va  to  rodw  tb«  oeciaionaaa  to  legisla- 

SSlenTL  n  -i  W0U,<1  Bav«  *°  bc»r  tb*  burden  reeognizethe 
dangers  in  a  planned  economy  such  as  is  con tcm Dieted  imd«r  |«n«u„ 

tWS  T  ^1°°*^    Ore*!  Britian      the  Un^  »See       ^  * 
JXI »>t«nipting  to  maintain  a  high  standard  of  living 
and  a  high  level  of  employment  through  government  planum*  and 
dinsctwn,  we  should  encourage  the  bmJdmg  ofT^ronTmtr^al 
economy  based  on  individual  freedom  in  this  country  In  "S 

ll^r^"*!?:  ™  °™  »  this  is  desiraWe^ecaui  S  the 

impact  of  conditions  in  this  country  on  the  rest  of  the  world 

tt/™.*.,on«*r-t*rm  standpoint,  the  hope  for  enduring  world 
Pj»cewhich  :s  uppermost  m  the  minds  of  everyone  today  must  rest 
%jfcaCt?J*nUlon  ot«™$  n«t«ona,  made  up  of  independent- 
SSrSf;  /1?  Cltuenf  hV"S  ,n  *  frw>  economy,  believing  m  their 
^W™^°?!L"ld.W,l,,%  if  n™*«v.  to  oppose  attempts "to 

Iw7«rB5%n,f5."h,Ct  '?  work  of  Dr  Emerson  P.  Schmidt, 
2SS?n  llPJ^^'ZJ*™^"  K«"ren  I>ep*rtment,  is  del 
signed  to  she«l  some  new  light  on  the  instruments,  devices  and  power 


***** Mar  * uirfBiutS pmmeeJes 


Eeoroduced  from:       U.S.  Congreaa.    Houee.    Should  the 
Federal  government  implement  a  program  which  guarantees 
employment  opportunities  for  all  U.S.  citizens  in  the 
labor  foreeT   Route  document  95/th  Congress, 

M  Motion.    Washington,  «.8.  Govt.  Print.  Off.,  197S. 
p.  5-1*. 
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which  »  national  government  must  employ  if  it  is  to  guarantee  full 
employment.  If  we  desire  to  attain  this  end  or  goal  through  govern- 
ment guarftnteesv*re  we  prepared  to  employ  the  necessary  means? 

J.  Cameron  Thompson,  Chairman, 
N         Committee  on  Economic  Policy. 

March,  1945. 

* 

Can  Government  Guakantm  Full  Employment? 

The  long  depression  of  the  I930's,  followed  by  the  intense  economic 
activity  during  the  war,  has  turned  the  mind  of  man  everywhere  to 
the  problem  of  overcoming  depressions  and  maintaining  high  levela 
•  of  employment.  There  is  so  much  agreement  on  the  desirability  of 
these  objectives  that  further  discussion  of  their  merits  can  serve  little 
purpose.  / 

A  dicUtorebip—fascist,  socialist  or  ccmxmunist— <ontTOUing  prices, 
wages  and  workers,  can  secure  and  maintain  full  employment  so  long 
as  its  power  endures.  Whether  a  free  society  can  shoulder  upon  govern- 
ment a  responsibility  for  sustained  full  employment  immTv**  remain 

Kfree  society  certainly  remains  to  be  demonstrated*  We  have  no 
istorical  evidence  that  it  can. 
Yet,  political  pressure  is  forcing  many  free  societies  to  make  the 
effort  to  guaflntee  full  employment.  This  Bulletin  is  concerned  with 
three  "full  deployment"  plans,  two  public  and  one  private,  as  follows: 
1.  Employment  Policy— Ministry  of  Reconstruction,  England, 
1944. 

'  2.  Full  Employment  in  a  Free  Society-— Sir  William  Beveridge, 
1944. 

3.  Senator  Murray's  Full  Employment  Bill,  S.  380,  79th 
Congress,  1945. 

Each  of  these  documents  develop  a  rovernment-sponsored  pro- 
gram. After  describing  each  briefly  we  shall  turn  to  an  analysis  of 
their  political  implications, 

L  Employment  Policy. 

The  opening  sentence  of  the  official  P:itish  White  Paper  (Cmd. 
ft527)  on  EMPLOYMENT  POLICY  states:  "The  Government  accept 
as  one  of  thetr  primary  aims  and  responsibilities  the  maintenance  of 
a  high  and  stable  level  otemployment  after  the  war." 
*  Thte  blueprint  for  accomplishing  this  objective  has  many  facets, 
only  t)ie  most  important  of  which  will  be  discussed.  The  White  Paper 
(and  the  other  two  documents)  are  based  on  the  view  that  otal- 
expenditures  must  be  maintained.  These  exj>endUures  (ignoringt  for 
eign  trade  balance)  fall  into  four  group: 

1.  Private  consumption  expenditures. 
  2,  Public  expenditure  on  current  services. 

3.  Private  investment  expenditures. 

4.  Public    investment    expenditures    (public    work*  and 
enterprises). 

Since  the  instability  of  consumption  expenditures  are  said  to  be 
largely  a  result  of  investment  instability,  most  of  the  effort  is  to  be 
made  to  stabilize  total  investment.  But  how? 
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First,  under  ths  British  Government  plan  the  whole  system  of 
puWic  works,  from  those  carried  on  by  the  smallest  rucal  or  urban 
unit  to  those  under  the  control  of  parliament,  is  to  be  coordinated 
AH  government  units  will  be  re^iredjo  estimate  annually  their 
public  works  requirements  for  the  next  five  years.  Yearly  the  central 
government  will  set  a  "target"  of  public  works  for  the  whole  economy 
with  the  si^e  depending  on  the  tttir.uxte$  of  probable  unemployment, 
lnc  plan  is  to  be. controlled  centrally  through  loan  sanctions  and 
grants-in-aid.  This  same  plan  is  to  be  applied  to  the  public  utilities. 

Second,  private  investment  is  to  be  encouraged  at  the  onset  of  de- 
pressions, through  two,  devices:  (1)  lowering  the  interest  rates  for 
borrowed  capital,  which  rates  presumably  are  increased  during  pre- 
vious periods  of  business  booms;  (2)  well  established. business  concerns 
with  a  strong  financial  position  and  reasonably  assured  of  future  ex- 
pansion, Are  to  be  encouraged  to  adopt  consciously  a  contra-cyclical 
policy  of  4»lant  expansion  M  the  onset  of  depressions,  These  businesses 
can  be  convinced,  it  is  argued,  that  plant  expansion  and  renovation  in 
a  depression  period  is  less  <  ohly,  and  that  they  must  assume  a  social 
responsibility  to  help  the  Government  prevent  unemployment  f 

Obviously,  this  rontrn-cvclicul  public  works  program  and  the  su^- 

S2 '°¥„  .S*»P1,u*t?-"*tef|,,.,Mr  <,x,",n<l  piant  in  depressions  are  not 
new  in  mi  the  rnited  Mates  government  adopted  a  somewhat 
similar  public  works  pro-ram.  <on  paper)  and  President  Hoover  did 
his  best  to  stimulate  private  investment  in  19;}0~:',2.  It  is  necessary  to 
•  mention  this  difference.  The  British  now  seem  ready  to  develop  ami 
implement  an  over-all  <  ontra-cyclical  program  of  public  and  private 
works;  the  pattern  has  been  laid  and  the  central  government  is  pre- 
pared to  take  all  necessary  step*  (although  Parliament  has  not  acted 

Third  during  unending  depression,  social  security  and  possibly 
other  tax  rates  are  to  l>e  drastically  reduced  in  order^o  leave  in  the 
hands  of  the  employed  Imputation  a  larger  sum  for  *nmediate  expendi- 
ture. Since  after  the  war.  a  very  large  portion  of  the  total  national 
income  will  fi  ter  through  public  treasuries^ it  is  believed  that  such  a 
program  of  relaxing  tax  collections  during  bad  times  w  ill  help  sustain- 
employment  and  purchases  This  is  deliberate  planning  to  enlarge  the 
deficit  in  the  government's  accounts. 

Fourth,  the  government,  during  threatening  depression,  will  pur- 
chase heavily  for  its  own  needs,  stock  piling  the  surplus  to  be  used 
up  during  subsequent  ngriods  when  private  demand  again  is  brisk, 
the  report  cautiously  urges  the  exploration  of  the  idea  of  government 
Buying  ordinary  commodities  during  slack  periods  and  reselling  them 
iorordinary  private  consumption  when  prosperity  returns. 

Hie  foregoing  is  the  heart  of  the  official  |K>licy  of  the  present  British 
government.  Many  devices  and  instruments  are  to  be  forged  for  carry- 
_ing_out  Uu*  projrwn,  Uhot  «*>bd+ty  t*  be  improved  thiuugh  the 
employment  exchanges,  retraining  programs,  and  positive  effort!  to 
move  people  from  areas  and  industries  of  low  opiMirtunity  to  ones 
where  owning*  are  in  more  abumiance.  Closely  tied  to  this  program 
ifJ.,r?!Sr*mf0 f  ;,«mt«»»«l  .industry  location."' New  plants,  including 
extensions  of  old  ones,  will  require  government  approval.  Special 
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financial  and  other  incentives  will  be  used  to  locate  productive  facilities 
in  accordance  with  the  government  plan.-  „  .  .  , 

Because  of  the  importance  of  advance  knowledge,  in  regard  both 
to  public  and  private  plans  on  the  one  hand,  and  in  regard  to  prpspec-  * 
live  levels  of  economic  activity  on  the  other  hand,  a  special  effort 
will  be  made  to  secure  much  more  detailed  statistical  materials  of 
current  and  pending  plans  than  was  Jtrue  in  the  pre-war  period.  The 
following  are  the  principal  classes  of  new  information  to  be  collected 

regutariy:      •  ,  ,  .-  .  ,. 

1.  Statistics  of  employment  and  unemployment,  including 
quarterly  or  monthly  statements  of  present  and  prospective 
employment  in  the  main  industries  and  areas  in  the  country, 

»    based  on  returns  from  employers. 

T  2.  Regular  information  relating  to  savings  and  projected  capital 
expenditure  by  public  authorities,  and,  as  far  as  possible,  by 
private  industry. 

3.  An  annual  census  of  production  showing  the  structure  of  the 
main  groups  of  industries  in  the  preceding  year,  including,  nnter 

'alia,  details  of  the  quantity  and  value  of  output,  stocks  and 
work  in  progress. 

4.  Monthly  fi«_'iircs  of  production,  consumption  and  stocks,  ami, 
if  possible,  figures  of  order*  on  hand,  based  on  sample  returns 
obtained  pcriodieaHy  throughout  the  year  from  large  firms,  trade 
associations,  and  public  institutions.  . 

5.  Annmd  and  quarterly  estimates  of  foreign  capital  move-, 
ments  and  balance  of  foreign  payments. 

The  emphasis,  it  should  be  noted,  is  on  prospective  behavior  as  indi- 
cated bv  the  words  and  phrases  which  we  have  italicized. 

Thus* the  White  paper,  in  effect,  states  that  if  the  government:  is  to 
-  assume  responsibility  for  jobs  through  central  planning,  manv  private 
decisions  must  give' way  to  public  decisions,  the  central  government 
must  have  the  authority,  power  ami  weapons  to  implement  •  that 
responsibility.  Unfortunately,  the  White  Paper  does  not  discuss  the 
problem  of  "maintainim;  freedom  under  such  a  policy;  but  it- does- 
recognize  that  if  jwople  do  not  cooperate  with  the  government  plan, 
the  plan  must  break  down. 

II.  Mirkw  Ft  i.i.  Employment  Bill 

#  *'  * 

This' bill,  introduced  in  the  U.S.  .Senate  in  .Janurav.  1!»45.  states: 
,  All  Americans  able  to  work  and  seeking  work  have  the  right  to  use- 
'  ful  .  ,  .  employment  .  .  .  and  it  is  the  policy  ««i  the  United  States 
to  assure  the  existence  at  all  times  of  sufficient  employment  oppor- 
tunities to  eiiaide  all  Americans  .  .  .  to  exercise  this  right. 

Under  the  l  ill.  the  federal  government  assumes  responsibility  to 
pursue  policies  which  will  encourage  the  burliest  levet  of  employment 
through  private  and  other  nonfederal  investment  and  e.x|ienditures 
and,  only  when  this  fails  to  absorb  the  total  labor  supply,  will  i»  resort 
to  federal  expenditure  to  complete  the  task.  .  . 

At  the  beginning  of  each  regular  session  the  President  shall  transmit 
to  Comixes!  a  N'ational  Production  and  Employment  Budget  which  sets 
forth:  ^ 

I.  The        of  the  labor  force 
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2.  The  estimated  volume  of  investment  and  consumption  ex- 
penditure by  both  private  ami  public  authority  necessary  to 
absorb  the  total  labor  force 

'irv3  Th?  *rt"n*t"1  «n  No.  2  above. 

W  hen  a  prospective  deficiency  looms  over  the  horixon,  the  Presi- 
dent is,  first,  to  set  forth  m  this  annual  special  Budget  a  program  for 
encouraging ^nonfederal  expenditure.  Then  he  must  make  up  his  mind 
as  to  what  effect  these  stimuli  to  nonfederal  expenditure  will  haVe,  and 
if  he  concludes  that  a  deficiency  remains  he  is  to  make  recommenda- 
tions to  Congress  for  supplementary  federal  expenditures.  Evidently 
this  will  requires  somewhat  higher  order  of  economic  insight  into  the 
economic  process  than  we  have  ordinarily  expected  from  our  Presi- 
dent* or  their  advisers. 

The  foregoing  task  of  estimating  may  look  simple  ami  feasible,  until 
we  try  to  envisage  what  it  means.  Obviously,  for  the  President  to  make 
such  an  estimate  would  require  the  same  type  of  detailed  figures, 
forecasts  and  guesses,  for  which  the  British  Mite  Paper  called  (Set!  ( 
page  6,  above.)  For  a  country  as  large  and  varied  as  the  United  States  > 
the  acquisition  of  the  investment  and  consumption  expenditure  plans' 

.  ?LHl\r  '*  T  !0?<tHL8,n0!*s  un,ts-  olir  6  mil,«on  farmers,  our  135  million 
|*opie  and  .65,000  government  units,  would  be  a  prodigious,  indeed 
an  im|K>ssible,  task. 

Yet  the  success  of  this  program  would  be  dependent,  in  part,  upon 
a  reasonably  accurate  estimate.  Furthermore,  unless  the  government 
acted  promptly  on  the  deficiency  indicated,  we  might  be  in  the  midst 
or  *  depression  before  the  program  got  under  way.  It  is  only  necessary 
toremtml  ourselves,  for  example,  that  irf  January,  1937,  when  Con- 
gress convene*!  all  the  business  curves  were  rising.  By  the  middle  of 
that  year,  employment  and  production  were  on  the  skids.  Could  the 
architects  of  the  National  Production  and  Employment  Budget 
have  foreseen  in  time  this  cataclysmic  decjme?  The  notion  that  major 
future  economic  events  .in  a  free  societylcan  be  forecast  is  a  pure 

JBi  f"  ihe  bMif  ,of  *  *Wen  861  of  f*cts  »n  accurate 

I^T£ I  t  COu,tltbe  the,  People's  compensatory  and  other  reactions 

to  the  forecast  will  themselves  upset  the  forecast 

This  point  is  mentioned  only  because  nearly  all  the  spokesmen  of 
government-created  full  employment  arc  final!  v  driven  to  the  con- 
clusion that  such  a  program  calls  for*  very  wide  discretion  of  admin- 
istrative authority;  in  other  words,  sflch  a  full  employment  program 
cannot  wanton  Congressional  action:  committee  hearings,  introduction 
or  bi  Is  or  Ae  making  of  appropriations.  All  this  is  too  slAv  .  the  admin- 
istrator masttfways  have  his  finger  on  the  trigger  andlmist  be  ready 
to  squirt  additional  purchasing  jwwer  into  the  system  whenever  he 
sees  (or  feels)  (he  danger  signr's  hovering  over  the  horizon.  Congress 
would  .have  to  exercise  great  self-denial,  would  have  to  recede  into 
the  background  and  let  the  administration  assume  authority  It  is 
■SSt  iJETi^ifk**  1  we*ilotf  this  program  Congress  will  be  asked 
utf  .k     J      n?'1  ™t,,n«»  >«*  tbe  administration  run  it. 

Hhether  this  will  be  different  from  the  parliamentarv  declines  which 

Xtt*H?lu7eA      Europe  prior  to  complete  dictatorship  remains 
to  oe  seen,  but  we  nurely  would  be  on  our  way. 
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TIT.  The  Beveridge  Fi  ll  Employment  Program 

Beveridge  Plan  1  goes  all  the  way.  In  comparison,  the  British 
Paper  and  the  Murray  bill  are  effete,  temperate,  halting  and 
♦tual,  Beveridge  does  not  bother  to  pay  lip  service  to  private 
>rise  (although  he  finds  a  small  corner  for  it,  for  the  time  being), 
market  mechanisms,  private  ownership  of  the  instruments  of 
iction  and  even  complete  free  consumer  choice  are  institutions 
♦erties  which  the  people  can  well  forego.  The  government  can  do 
tter  ami.  whenever  the  private  plans  stand  in  the  way  of  public 
<t  the  former  must  give  way. 

e  are  greatly  in  debt  to  Sir  William  for  his  utter  frankness  and  his 
ng  us  through  to  the  hitter  end.  Beveridge  will  go  down  in  history 
ne  man  who  believed  that  we  can  destroy  the  free  and  open  market 
he  majority  of  economic  transactions  without  destroying  personal 
i  political  liberty.2 

\s  recently  as  1930,  after  nearly  a  lifetime  of  study,  Sir  William 
s  inclined  to  attribute  unemployment,  except  the  motional  type, 
excessively  high  wages — labor  overpricing  its  services  (pp.  92-3)* 
it  "A  new  era  of  economic  theorizing  about  employment  and  un-  . 
iiploy^^nt  was  inaugurated  by  the  publication  in  1936  of  the 
»eneral   Theory  of  Employment ,  Interest,  and  Money,  by  John 
M*.ynard  Keynes."  3  Beveridjre  tells  u*  that  the  gist  of  tL?  new 
revelation  contained  in  this  book  is: 

I. 'r.'jjloymrnt  dopeniN  <>n  <pen«linc.  which  of  twu  Kinds-  for  consumption 
■  ' t\  lvc'stmrnt ;  what  pcoplr  sprnM  <>n  consumption  given  employment.  What 
ti.  ^;^\t^  i  t*.,  <\o  not  spt-ml  on  consumption,  fciv^s  employment  only  if  it  is 
invrMi"!  .  .  .  in  capital  i*c|Uipim'fit(  mi.  »v  as  factories,  machinery,  or  ships,  or  in 
increasing  .stocks  of  raw  material?-  (p.  M). 

Entirely  apart  from  the  fact  that  the  above  statem^'  somewhat 
inaccurate  and  incomplete,  it  seems  incredible  that  Beveridpe  should 
find  this*  a  new  revelation  or  a  new  insight,  when,  as  a  matter  of  fact, 
comparable  fundamentals  have  been  the.  teaching  of  economics  from 
the  oeginninp.  It  was  implicit  and  explicit  in  Adam  Smith  (1776)  f 

r^  Ricardo  ilS23)t  Mill.  (1849).  and  the  whole  school  of  economists   

down  to  the  pre-Keynes  days.  In  fact,  it  is  simple  arithmetic,  common 
•  seme,  and  not  abstruse  economic*  or  a  new  revelation.  Keynes'  con- 
tribution lay  in  his  particular  diajrnosis  of  the  reasons  for  the  failure 
of  the  alleged  self-corrective  forces  to  bring  about  an  equilibrium  at 
capacity  output  and  move  the  idle  savings  back  into  the  income 
>tream.  Further,  Keynes  proposed  a  series  of  measures  to  remedy  the 
troubles,  many  of  which  do  not  differ  in  essentials  from  the  program 
which  Bevernl^e  outlines 

The  diagnosis  of  our  maladies  is  now  alleged  to  be  complete;  the 
remedy  i>  obvious:  The  "oveniment  mu>t  move  idle  savings  back  into 
the  income  stream  by  taxation  ami  borrowing,  and  must  create 
additional  purchasing  power  whenever  a  pap  appears.  Incidentally, 
(his  will  give  the  government  a  fine  opportunity  Beveridge  notes,  to 
determine  expenditures  according  to  "social  priorities" — that  is,  to 
determine  what  is  best  for  the  consumer!  (p.  .11). 

» Sot  to  be  eoftfuuHJ  with  Serrrftfcr*  earlier  report.  Social  I nsarnne*  sod  Allied  Strrfor*. 

1(142, 

"*Th»t  thU  Im  not  Hfcrlr  h««  Nn  shown  in  :  !\-«Nlom  an«i  the  Prw  Market  fn«»n*r»W*. 
Chamber  uf  {Vmnriffee  of  USA,  l'.*44.  a  m,  .   M  tM 

If ulJ«-f in  So  x.  i'o-t-Wnr  K«*ailjiMi:M*i.N  wri<-.  f.-f  *  «rltUjiH»  of  Kf>»rn.  I^mit 
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What  is  Full  Employment?  Beveridge  demies  "full  employment" 
as  "having  always  more  vacant  jobs  than  unemployed  men,  not 
slightly  fewer  jobs  ...  the  labor  market  should  always  be  a  seller's 
market  rather  than  a  buyer's  market"  Again, 

i  A  f a?t  eJnPto*1liea? J?0?1**  worthy  of  the  name  cannot  limit  itself  to  curbing  the 
Jwom  »UghtIy  and  sUffctlv  minting  depreatfon.  It*  aim  it  the  abolition  ofbSonw 
and^tooiM  and  maintenance  of  a  level  of  employment  hitherto  not  even 
attained  during  booms  (pp.  18  and  184). 

Whether  such  a  feverish  pitch  of  sustained  economic  activity  is 
consistent  with  the  maintenance  of  sanity,  health  and  the  necessary 
flexibility  of  society  does  not  seem  to  worry  Sir  William.  Evidently 
queues,  shortages,  delays  and  congestion  are  to  continue  from  war  to 
post-war. 

He  recognizes  that  some  short-run,  fractional,  between-jobs  un- 
employment is  inevitable  even  under  this  definition,  but  very  soon 
one  will  be  wanted  in  one's  old  job  again  or  will  be  wanted  in  a  new 
job."  * 

He  recognizes  that  Such  a  situation  of  full  employment  is  always 
explosive,  with  inflation  threatening,  but  he  asks  tabor  to  be  reason- 
able. "Wages  ought  to  be  determined  by  reason,  not  by  the  methods  of 
strike  and  lockout."  The  freedom  to  strike  is  generally  not  one  of  the 
freedoms  en;oyed  by  workers  when  the  government  assumes  respon- 
sibility for  jobs  for  all.  The  power  of  coercion  must  not  be  diffused 
bu£mult  °*  """^nf  rated  in  one  hand,  that  of  the  government. 

The  Supreme  Instrument.  As  in  the  Murray  bin,  so  in  the  Bev- 
eridge plan,  the  supreme  instrument  for  implementing  full  employ- 
ment is  a  new  type  of  National  Budget,  under  whichthe  labor  force 
is  counted  and  then  this  figure  becomes  the  starting  point  in  the 
planning;  next,  the  Minister  of  National  Finance,  after  estimating 
the  total  private  expenditures  on  investment  and  consumption  and 
presumably  ordinary  government  expenditures,  must  budget  for  ad- 
ditional public  expenditure  (Beveridge  prefers  the  word  "outlay") 
sufficient  to  absorb  any  remaining  unemployed. 

This  budget  *  will  be  composed  of  six  items: 
1.  Private  consumption  expenditures. 
2*  £rivtlt®  investment  expenditures  in  the  home  islands. 

3.  Balance  of  payments  abroad. 

4.  Tiop^d  public  expenditures  covered  by  taxes  or  other 
revenue.  e 

5.  Proposed  public  expenditures  covered  by  borrowing. 

6.  Output  capacity  (full  employment)  of  the  whole  society. 
Ihe  last  item,  number  6,  is  the  starting  point,  the  objective.  Num- 

twrs  1-3  must  largely  be  taken  for  granted  as  given,  at  least  in  the 
snort  run.  The  variables  to  be  manipulated  by  the  government  will 
be.  numbers  4  and  5.  Beveridge  is  not  directly  concerned  with  in- 
creasing numbers  1  and  2  whereas  the  Murray  bill,  as  we  have  seen, 
requires*  the  government  first,  or  simultaneously,  to  try  to  stimulate 
private  activity  before  greater  governmental  expenditures  are  to  be 
considered. 

The  primary  and  compelling  duty  of  the  British  Ministry  of  Na- 
t tonal  finance  is  to  assure  each  year  that  the  total  expenditures  in  the 

Hrt'njL*?ltJLi'*I.2»'.  nwowww  then***  «»d  orerto  ptoy m*«t.  more  tt>»B  oo* 

'.t  UU>r  Bull-do  will  .u.l, if  (be  dilBculUc*  of  tbU  typ«  of '  bud^t  imV|d 
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private  and  the  public  sectors  of  the  economy  are  sufficient  to  employ 
?"      the  whole  labor  force.  .  . 

Bereridge  would  establish  a  long  series  of  boards,  bureaus,  mints- 
tries,  and  other  agencies  to  carry  out  the  program.  To  his  credit  we 

r_  must  state  that  he  has  elaborated  the  details  to  a  considerable  degree. 

Each  piece  is  fitted  into  the  total  scheme—but  he  wisely  top*  warning 
the  render  that  evenrotie  must  cooperate  and  that  the  government 
cannot  tolerate  interference.  How  he  reconciles  this  prodding  with  the 
liberties  which  he  postulates  is  not  clear  from  the  book. 

IV.  The  Politics  of  Guaranteed  Full  Employment 

That  Government  ran  create  and  guarantee  full  employment  is 
almost  universally  admitted.  The  thousands  of  slave  states  throughout 
history  and  the  recent  experiments  in  Europe  confirm  this.  Whether 
such  guaranteed  employment  is  consistent  with  the  modern  concep- 
tion of  man  as  an  individual  human  being,  with  rights  ot  self-determi- 
nation, freedom  of  mind,1  spirit  and  body — that  is  a  question. 
Certainly,  experience  supce^ts  that,  so  far,  such  guaranteed  full 
employment  can  be  secured  only  through  totalitarian  methods  and 
control. 

Since  Sir  William  discusses  this  matter  at  length,  let  us  note  what 
he  has  to  say. 

Continuity  of  Policy:  Bevoridge  recognizes  that  a  government  full 
employment  program  dare  not  be  upset  by  frequent  changes  of  direc- 
tion, by  pressure  groups  or  shifts,  due  to  changes  in  exports.  He  says, 

Then*  mu-t  la-  rp:i»*>n;ibh*  continuity  of  economic  policy  in  spit*  of  changes 
(due  to  free  rtatinrH.  The  maehm*  rv  tif  government,  while  responsive  to  general 
changes  of  opinion,  mu^t  be  re^i-tant  to  "lobbies"— that  is  to  say,  organized 
sectional  pre.«ures  (p.  22).  .  .  .  Nore  of  these  freedom*  can  be  exercised  irre- 
sponsibly. Perpetual  instability  of  economic  and  social  policy  would  make  full 
employment  and  any  other  social  reform*;  futile  or  impossible  (p.  23). 

Private  capitalism  requires  similar  continuity  and  stability — but 
it  has  not  had  it  in  recent  years;  and,  what  is  at  least  eaually  impor- 
tant, while  it  has  existed  the  people  have  retained  their  political 
freedom.  Two  further  comments  are  relevant  to  the  foregoing:  (1) 
How  can  such  essential  continuity  of  economic  policy  be  assured  if 

 rifetian*  ^r*>  f™*7  Will  nnt.  thp  "pnaranteed  full  employment"  party 

in  power  and  responsible  for  implementing  that  guarantee,  find  it 
necessary  in  time  to  dispense  with  free  elections  so  that  this  essential 
continuity  of  policy  will  be  absolutely  assured?  If  so,  what  becomes 
of  "full  employment  in  a  jree  society"?  12)  If  lobbies  and  pressure 
*  groups  must  be  resisted,  what  is  the  technique  for  resisting  them7  Are 
free  association,  collective  bargaining,  and  other  forms  of  pressure  to 
be  finally  prohibited,  even  though  the  full  employment  policy,  as 
stated  brfote  its  adoption,  asserts  that  free  as^ctation  and  collective 
bargaining  are  to  be  permitted? 

Obviously,  Sir  Winiam  himself  here  hints  at  the  prospect  of  inevi- 
table  dertine  in  liberty  ami  freedom.  In  fact,  he  says,     .  .  the  problem 
of  maintaining  full  employment  (through  his  outlay  maintenance 
program]  is  more  complicated  in  a  free  society  than  it  would  be  under 
£  ,   .  a  totalitarian  regime"  (p.  2:{).  Here  Sir  William  makes  a  sound  obser- 
i  \     vat  ion.  Once  a  political  pitrtv  is  in  power  and  is  committed  to  this 
"**       full  employment  policy  it  win  be  wry  easy  for  that  party,  when  it 
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niQs  into  difficulties  (as  it  will),  to  move  from  Ur*  "hint  here  given  by  '* 
Sir  William  to  .the  utilization  of  totalitarian  methods* 
Coming  back  to  this  problem,  Sir  William  again  states, 

The  general  conclusion  to  that  the  degree  of  liberty  m  such  matters  which  can 
he  left  to  agencies  independent  of  the  State,  iritbout  imperiling  the  policy  of  full 
-  employment,  depends  on  the  responsibility  and  public  spirit  with  which  those 
liberties  are  exercised  (p.  37). 

If  the  policy  of  full  employment  fails,  who  is  to  be  the  judge  of  which 
liberties  and  whose  liberties  are  to  bo  reduced  or  destroyed? 

Extension  of  State  Power;  A  very  great  expansion  of  governmental 
power  and  authority  is  recognized  by  Be  vendue  as  indispensable  for 
this  full  employment  policy,  lie  minces  no  words  when  he  says, 

Full  employment  cannot  be  won  and  held  without  a  great  extension  of  the 
responsibilities  and  powers  of  the  State  exercised  through  Organs  of  the  central 
government.  No  power  le?s  than  that  of  the  State  can  ensure  adequate  total 
onttay  at  all  times  or  can  control,  in  the  general  interest,  the  location  of  industry 
and  the  ute  of  the  land.  To  ask  for  full  employment  while  objecting  to  these 
extensions  of  State  activity  is  to  will  the  ad  and  refuse  the  means  (p.  36). 

We  are  highly  indebted  to  the  utt  .  frankness  of  Sir  William.  He  knows 
arid  says,  although  he  seems  if  want  to  deny  it  elsewhere,  that  once 
this  full  employment  policy  v  embarked  upon,  the  state  of  freedom 
will  differ  radically  from  th?  in  a  free  market  economy. 
^  Lest  we  overlook  any  evidence  of  the  state  of  mind  which  is 
represented  by  Beveridge,  note  his  recognition  that  this: 

.  .  .  gives  to  the  State  all  the  necessary  powers  for  that  purpose.  How  the  State 
should  exercise  those  powers,  how  much  it  should  undertake  directly  am*  how 
much  should  be^done  by  private  citizens,  ran  he  left  to  be  settled  later  in  the  light  of 
differing  views  as  to  the  advantages  and  disadvantages  (p.  192,  italics  supplied). 

Although  Beveridge  insists  that  the  government's  policy  must  have 
''reasonable  continuity,"  he  is  not  willing  to  tell  us  in  advance  just 
how  far  the  government  may  have  to  go  in  shearing  the  individual 
of  his  freedom  and  how  far  the  government  may  have  to  go  in  taking 
over  additional  functions  and  tasks. 

The  Place  of  Private  Enterprise,  if  Any:  The  British  White  Paper, 
"Employment  Policy/'  appears  relatively  neutral  with  regard  to  the 
place  of  private  enterprise  in  the  new  order;  the  Murray  bill  would 
seem  to  place  some  res|>*nsibility  on  the  President  to  give  private 
— Enterprise  an  initial  boout  when  it  flap*  But  Mil  William  "Awls"  that — 
really  private  enterprise  is  about  dead,  we  have  not  yet  buried  it. 
Indeed,  he  would  let  it  stumble  along  as  best  it  can  until  it  reaches 
the  cliff — then  its  obsequies  can  be  celebrated. 

Actually,  Beveridge  hops  back  and  forth  on  this  issue  throughout 
his  book.  Thus  he  says:  "There  is  every  reason  for  hoping  that  full 
employment  could  be  secured  in  peace  by.  the  policy  outlined  here, 
while  leaving  the  major  part  of  industry  to  private  enterprise"  'p.  205, 
italics  supplied).  Again  he  says,  that  the  "significant  doubt  that  arises 
,  cm  this  is  as  to  the  possibility,  under  such  conditions,  of  bringing 
about  a  sufficient  stability  of  private  investment,  and  preventing  its 
.  cyclical  fluctuation*  It  is  reasonable  to  let  that  doubt  be  resolved  by 
j  experience."  In  other  words,  let  this  threat  of  socialization  of  produc- 
|  tion  overhang  private  enterprise.  Nothing  could  be  better  calculated 
I*  to  cripple,  stifle  and  thwart  the  necessary  new  private  investment  and 
gk..  technological  improvement  than  such  a  threat.  Who  would  invest  in  3 
new  ventures  or  improvements  under  such  circumstances?  One  of  the 
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chief  reasons  for  the  colossal  inefficiency  of  the  English  coal  industry 
» that  for  a  generation  the  threat  of  nationalisation  has  hung  over  it. 
Sd*^th2^tpot  P^.»«n*hift  is  the  same  as  before  the  First  World 
War.  Sr  Wuhan*  would  now  let  this  threat  hang  over  all  industry. 

So  as  to  reassure  the  reader,  Bereridge  says,  "The  policy  of  full 
employment  outlined  here  is  a  policy  of  socializing  demand  rather 
than  production."  (p.  190.)  But  he  also  said : 

«_  ft  P*y     fomd  foawateaL  as  a  subsidiary  (!)  measure,  to  transfer  particular 
Jfe^1v**e  ^P0^  o*oewWp,  to  order  to  increase  the  power  of 
WfeB««4edireetIy  to  stabilise  demand  in  ft  specified  sector  *od  in  order  to  brioa 
roonopoBe*  under  assured  control.  (That  la,  yiv©  the  State  a  monopoly.) 

i  J?*7*^*"  insists  on  everybody's  cooperation.  Thus  he  says,  if 
labor  win  not  cooperate  but  insists  on  unreasonable  wages,  on  restrict- 
ing output,  on  being  undisciplined  or  on  being  ii  efficient;  or  if  the 
capitalists  sabotage  the  system  "desiring  to  make  difficulties  for  the 
Mate;  or  private  ownership  interferes  with  the  desired  equalizing 
of  wealth— if  these  things  happen  then  we  must  also  socialize 
production. 

Elsewhere  in  the  book,  he  says  that  this  policy  "makes  possible  the 
retention  of  private  enterprise.  ...  At  the  same  time  it  does  not 
Mock  the  way  to  socialization  of  production  in  general  or  in  any 
particular  industry."  (p.  191.)  Earlier  he  had  said: 

The  list  of  essential  liberties*  given  above  does  not  include  liberty  of  ft  private 
cititen  to  of.  ...t-ans  of  production  and  to  employ  other  citizens  in  operating 
them  at  a  wage.  .  On  the  view  taken  in  this  Report  full  employment  is  in 
tact  attainable  while  leaving  the  conduct  of  industry  in  the  main  to  private  enter- 
prise. .  But  if  contrary  to  this  view,  it  should  be  shown  by  experience  %r  bv 
argument  that  abolition  of  private  property  in  the  means  of  production  was 
necessary  for  full  employment,  this  abolition  would  have  to  be  undertaken  (p 
23,  italics  supplied).  y 

lac  foregoing  is  enough  to  suggest  how  long  private  ownership  and 
enterprise  would  survive  the  inauguration  of  the  Beveridge  program. 
We  are  indeed  highly  indebted  to  Sir  William  for  raising  some  of  the 
right  questions  about  the  compatibility  of  private  enterprise  and  full 
employment  guaranteed  by  government. 

—  Jrea  Labor  end  Collective  Bargaining :  All  will  agree-that  Beveridge 
a  right  in  appraising  private  enterprise  as  a  device,  as  an  instrument 
for  attaining  some  desirable  end  of  man.  All  we  ask,  however,  is  that 
this  device  be  appraised  from  all  angles,  in  terms  of  its  total  potential, 
in  terms  of  both  its  merits  and  its  demerits,  and  not  merely  in  terms  of 
one  or  the  other. 

When  we  come  to  labor,  there  can  be  no  compromise.  Labor  is  not 
a  device  or  an  instrument— rather,  it  is  an  end  in  and  of  itself.  The 
human  being  was  not  made  for  the  Stste;  the  State  was  made  for  man. 

Although  Beveridge's  heart  goes  out  to  the  disemployed  worker  and 
his  family,  he  thinks  of  the  worker  primarily  as  a  producing  and  con- 
suming unit— an  econmomic  unit.  Security  must  be  had  for  him, 
apparently,  at  the  price  of  his  liberty.  And  this  is  said  in  spite  of  Beve- 
ridge's postulated  essential  liberties,  noted  above.  Why  ts  this  a  fair 
statement  about  the  freedom  of  labor  under  Beveridge's  full  employ- 
ment policy?  To  get  the  answer,  we  must  note  what  he  says  and  what 
he  implies. 
— . — ■  i  m  , 

•  fa*  anMUal  UDrrtitv  KeraMa*  states  a* :  freedom  of  vonMp,  spceefc,  writ  in  it.  xtudy 
aaa  te+ebing ;  frwrtom  of  aswe aiM?  sod  of  susocUtion  ;  freedom  to  choler  of  occupation  and 
freedom  la  management  of  peneaal  income  <p.  21 ». 
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Beveridge  is  prompt,  to  recognire  that  ft  full  employment  program 
under  which  there  are  always  more  jobs  than  people  to  fill  them  is  an 
explosive  situation.  The  pressure  upon  wages  may  become  irresistible. 
Employers  would  be  forced  to  bid  up  wages  in  order  to  attract  labor, 
tad  the  workers,  both  individually  and  collectively,  could  make  and 
enforce  wage  demands  or  demands  for  shorter  hours  and  other  personal 
advantages,  Beveridge  states: 

There  is  a  res!  danger  that  sectional  wage  bargaining  pursued  without  regard 
to  it*  efltot*  on  price*,  may  lead  to  a  vicious  spiral  of  inflation,  with  money  wages 
dutttax  jTice*  and  without  any  gain  in  real  wages  for  the  working  class  as  a  whole 


Again,  he  says: 

If  trade  unions  under  fuH  employment  press  wage  claims  unreasonably,  main* 
tenaoee  of  a  stable  price  level  will  become  impossible;  wage  determination  will 
perforce  become  a  function  of  th •»  Stat?  (p.  207), 

He  is  exceedingly  critical  of  collective  bargaining  by  plants,  by 
individual  industries  and  insists  that  the  pmftfnt  j^rttrm  method  o(_ 
collective  bargaining;  (similar  to  that  of  the  United  States)  must  give 
away  to  an  over-all  approach  under  which  the  individual  union  wifi  be 
told  what  to  do  and  when  it  can  do  it. 

The  central  labor  federation  would  become -an  arm  of  the  State: 

.  .  ,  the  central  organization*  of  labour,  such  as  the  Trades  Union  Congress 
General  Council,  should  devote  their  attention  to  the  problem  of  achieving  a  uni- 
fied wage  policy  which  aswure*  that  the  demand*  of  individual  unions  will  be  judge  d 
With  reference  to  the  economic  situation  as  a  whole  (p.  199-200). 

It  will  be  recalled  that  in  totalitarian  countries,  Italy,  Russia  and 
Germany,  for  example,  the  free  labor  unions  were  quickly  abolished, 
and  all  workers  were  required1  to  become  members  of  government 
unions, 

Beveridge  expresses  the  pious  hope,  .  .  wages  oujrht  to  be  deter- 
mined by  reason  .  .  ,  and  not  simply  by  the  bargaining  power  of 
particular  groups  of  men"  (p.  200).  If  the  parties  fail  to  agree,  he  sug~ 
wsi  wa«res  be  settled  by  "an  agreed  arbitrator/'  but  fails  to  suggest 
how  he  is  to  be  selected  or  what  method*  are  to  be  used  to  force  the 
partics^-agrw-to  submit  a  dispute"  to  meh  an  artitwioft  ~But~he 
adds  this  somewhat  ominous  statement:  .  ,  men  should  not  be 
imprisoned  for  striking,  though  they  mat/  rightly  he  deprived  of  all  sup- 
port if  the  strike  is  contrary  to  a  collective  bargain  or  an  agreed  arbi- 
tration" (p.  200,  italics  supplied). 

Although  Beveridge  is  more  specific  than  the  British  White  Paper 
(Employment  Policy) p  the  latter  agrees  that  unless  labor  exercises 
great  self-discipline,  the  policy  must  fail.  Thus  the  White  Paper  states: 

Action1  taken  by  the  Government  to  maintain  expenditure  will  be  fruitless 
unto**  wage*  and  price*  ?irc  kept  reasonably  stable  ,  .  .  if  will  lx-  v*«  ntial  that 
employers  and  worker*  should  exercise  moderation  in  wage  matters. 

The  reader  must  judge  for  himself  whether  in  practice  free  labor 
anil  free  labor .unions  would  survive  "job*  for  all"  a*  planned  by  the 
State*  Discussing  these  same  problems  another  renowned  Englishman, 
Geoffrey  Crowther,  editor  of  the  Economist  (London),  states,  "I  have 
a  suspicion  that  the  Nazi  alternatives,  diabolical  though  they  are, 
have  far  too  much  lopr  of  events  ra  them  to  be  brushed  aside  by  the 
military  defeat  of  Hitter/1  (Foreign  Affaire,  January,  But  this 

will  not  be  the  only  route  oj>en  to  us  if  we  have  the  courage  and  wit 
to  make  the  voluntary  market  economy  function  effectively. 
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V,  No  Alternative? 

We  have  arrived  at  the  point  where,  if  one  raises  any  objections 
to  any  and  all  "full  employment"  programs,  he  is  labeled  as  being 
against  jobs  for  all.  Until  the  last  decade,  the  synonym  for  'full 
employment"  generally  was  nothing  more  nor  less  than  "prosperity" ; 
therefore,  it  can  scarcely  be  argued  that  the  critic  of  certain  methods 
for  attaining  and  maintaining  this  prosperity  is  against  what  is  now 
termed  "full  employment/'  Hundreds  of  proposals  have  been  advanced 
for  attaining  prosperity,  from  the  programs  of  the  single- taxero^ 
social  creditors  and  the  cooperative  movement  to  fascism,  haatsm, 
socialism,  communism  and,  indeed,  capitalism  with  a  free  market. 
From  time  to  time  the  vopue  changes.  Today  the  panacea  is  in  terms 
of  government  spending,  under  which  the  government  always  sees  to 
it  that  there  is  enough  purchasing  power  moving  through  the  markets 
to  absorb  all  the  output  at  capacity  levels. 

How  do  we  know  that  this  current  vogue  is  the  best  solution  or 
even  a  solution?  Just  because  it  is  the  current  fashion  does  not  make 
it  right,  does  not  make  it  workable  and  does  not  assure  us  that  we 
would  accept  it  willingly,  once  we  adopted  it. 

The  decision  we  face  is :  Shall  we  shoulder  Upon  government  this 
responsibility  for  full  employment  or  shall  we  adopt  policies  which 
will  gradually  alleviate  suffering,  mitigate  mass  unemployment, 
and  encourage  more  effective  operation  of  a  voluntary,  free  society 
based  upon  individual  responsibility  and  effort? 

We  need  to  remind  ourselves  that  there  is  a  vast  body  of  penetrating 
and  thoroughgoing  scholarship  which  has  placed  its  finger  upon  a  host 
of  private  and  public  policies  which  themselves  arc  responsible  for 
—  the  unsatisfactory  performances  of  the  private  capitalist  system  in 
the  recent  past.  Before  we  embrace  a  new  philosophy  which  has  not 
proven  satisfactory  in  Europe,  we  surely  should  make  certain  that  the 
blemishes  on  our  system  cannot  be  corrected.  In  a  sense,  this  whole 
series  of  Bulletins  has  been  concerned  with  such  reconstruction* 

 1   VL  J5Hf*t*fAKY  ApP&AfeAfs   —  ~ 

Were  there  no  other  reasonably  satisfactory  solution  to  the  problems 
of  unemployment  we  all  might  embrace  the  new  philosophy.7  A  volun- 
tary free-market,  capitalistic  society  can  function  satisfactorily  only 
under  a  rule  of  law  and  a  political  and  social  environment  which  are  in 
accord  with  ita  fundamental  nature. 

Great  have  been  the  achievements  of  this  system  in  the  past.  Great 
is  its  potential  if  we  have  ttfe  wit  to  provide  it  a  social  and  political 
milieu  in  which  it  can  operate*  Even  Us  instability  is  not  inherent  in  it. 
Mass  unemployment  is  not  a  necessary  restdt  of  a  really  freef  flexible 
market  economy.  It  results  from  an  accumulation  of  wage  anil  price 
rigidities,  unwise  credit  policies,  war-created  distortions  and  mal- 
adjustments8 and  many  other  matters  which  are  not  inevitably  parts 
of  the  system. 

Furthermore,  through  '  unemployment  compensation  and  other 
devices  we  can  spread  income  more  evenly  over  time  and  thus  mitigate 
the  hardships  of  such  unemployment  as  is  unpreven table. 

1  Bulletin  No,  y  m  llm  series  entitled.  Full  EmptovmeMt  Us  Yotitici  swirl  Economics  tipUined  why. 
uiKk*  a  fftv  mluitt.ur)  society,  no  one  t  Utf  or  (Croup  J*  ren*ms$f<le  for  jot.*  Tlw  Joh-makttLft  process  de- 
pend on  the  insmf mancc  of  \xoM  ttpectatkn*  »ud  this,  m  turn.  rrsti  <m  *  V4*t  com^f  of  forces  and  factor*. 

*  Tw*  global  wars  wit  ton  the  memory  oi  mo*  adults  livm*  on  out  I  «W*i*fftl  *>Wt  have  all  l*it  destroyed 
the  foundation!  upon  which  alone  » free  voluntary  soefet>  can  operate. 
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*  Perhaps  the,  traditional  England  is  dead  and  we,  still  colonial- 
minded,  are  destined  to  ape  her  ways.  It  is  highly  unfortunate  that  the 
sponsors  of  the  Murray  bill  have  not  disclosed  the  degree  of  centralized 
'  , "J*1  *»ti«>rUy  ^hich  their  proposal  wilt  involve  in  practice, 
Wytf  they  do  this,  are  they  in  a  position  to  determine  whether  they 
would  be  driven,  willy-nilly,  to  the  same  conclusions  and  the  same 
bitter  end  reached  by  Beveridge. 

What  has  happened  to  the  England  of  yesteryear  which,  under  the 
lead  of  her  bold  and  courageous  businessmen,  smashed  the  closed 
rrag  of  the  earlier  authoritarian  system — that  of  pre~Ad  am  Smith 
mercantilism— and  -gave  us  our  great  shipping  fleets,  our  iron,  textile, 
machine  and  modern  transportation  industries  and  our  conception  of 
an  international  division  of  labor  and  trade?  It  would  be  a  supreme 
tragedy  if  in  this  crucial  hour  England  turned  her  back  on  her  own 
great  past  and  we,  as  mere  imitators,  followed  in  her  train. 

Considering  our  limited  achievement  of  the  I930's  in  solving  the 
unemployment  problem,  many  persons  believe  that  a  much  more  rea- 
sonable goal  than  "full  employment"  would  be  the  prevention  of  mass 
unemployment.*  Since  we  failed  in  a  much  more  simple  task,  is  it 
altogether  rational  to  set  for  ourselves  a  much  more  difficult  objective* 

Thus  the  editors  of  Life  (March  5,  1945)  state:  "Although  the 
Murrav  bill  calls  itself  the  'Full  Employment  Act  of  1945/  it  shies 
away  from  Beveridge's  all-out  controls.  Therefore,  it  cannot  and  will 
not  guarantee  full  employment.  What  such  a  bill  can  help  to  do  is  to 
offset,  minimize,  perhaps  eliminate,  the  real  economy  enemy  in  America, 
which  is  not  individual  idleness  but  mass  unemployment.  America 
must  try—and  should  be  satisfied— to  lick  that  problem  over  the  next 
20  years.  But  to  call  that  'jobs  for  all,*  as  Wallace  does,  is  at  worst 
deraagoguery,  at  best  sloganeering." 

The  Murray  bill,  if  it  forces  us  to  examine  honestly  and  realistically 
every  proposed  bill,  rule  and  regulation  and  every  public  and  private 
policy  in  order  t0  determine  whether  each  contributes  or  hinders  in  the 
process  of  absorbing  our  whole  labor  force  into  productive  economic 
activity,  could  serve  a  useful  purpose. 

If  we  can  assume  that  the  sponsors  of  the  bill  have  a  workable  con- 
cept of  the  job-making  process  in  a  free  society.  Htihou.rh  ihi<  m«y  he 
a  large  order,  there  may  be  some  benefit  from  an  over-all  review  of  the 
factors  making  for  economic  prosfieritv.  This  point  will  be  dismssed 
in  a  later  Bulletin. 

Appendix 

Jobs  are  a  byproduct  of  an  effect  ively  functioning  economy.  They 
are  a  means  rather  than  an  end.  Vet  the  current  emphasis  on  jobs 
and  full  employment  is  apt  to  make  jobs  the  end  ami  therefore  lead  to 
programs  promoting  jobs  merely  for  the  *ake  pf  jobs.  In  fact  Bev- 

i*?,rf *tfti tlmt  lt  *  bett*r  to  have  men  digging  holes  in  the  ground 
ami  Idling  them  up  again  than  to  have  unemployment.  Lord  Keynes 
has  taken  a  similar  position  (see:  Introduction  to  Bulletin  s  in  this 
series).  Indeed  for  the  most  part  Beveridge  is  not  concerned  with 
efficiency  and  productivity. 

A  word  must  be  said  about  the  60  million  job*  which  tire  politicians 
are  promising  for  the  jiost-war.  Before  the  war  we  had  about  46  million 
gainfully  orcujmtl.  Several  million  were  unemployed  Hnd  of  course 
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we  have  had  a  net  increase  in  the  labor  supply.  Whether  fifty,  fifty- 
five  or  sixty  million  people  will  want  to  begainf  ully  occupied  after 
the  war  cannot  be  determined  in  advance.  The  figure  will  depend  on 


fy  ratea^  refpttlarity  of  fannimgi  of  the  chief  bfeaawinner,  the  coat  of 
living,  the  intensity  of  demand  lor  both  existing  and  newly-developed 
products  and  a  boat  of  other  factor*.  The  "labor  force"  it  not  a  fised 
quantity,  it  is  not  a  datum,  a  fact,  aa  air  three  of  the  plans  outlined 
above  assume. 

Finally,  even  assuming  that  the  60  million  figure  measures  the 
labor  forte  for  the  post-war,  it  is  still  a  misnomer.  We  do  not  want  60 
million  jobs;  rather  the  goal  should  be  60  million  gainfully  occupied 
persons.  We  do  not  have  to  struggle,  strive  and  plan  to  develop  jobs 
tor  the  6  to  8  million  farmers,  the  millions  of  self-employed  professional 
people,  the  millions  of  self-employed  businessmen  and  many  others* 
To  include  all  of  these  in  the  60  millions  gives  an  erroneous  impression 
of  the  task  ahead.  Thus  the  whole  economy  never  has  and  will  not 
need  to  provide  more  than  about  two  jobs  for  each  three  persons 
gainfully  occupied. 
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SECURING  TOTAL  EMPLOYMENT;    THE  ROLE  OF  GOVERNMENT 
(By  Jataea  O'Toole) 


1ERIC 
IB" 


Full  employment  without  inflation  is  prncrallv  accepted  a<  a 
primary  *oal  of  national  economic  policy.  Intimate  and  important 
differences  over  definif ion  aside,  when  the  unemployment  rate  is  down 
around  the  four  |>ercent  level,  this  figure  is  widelvtaken  as  the  prime 
tmUrator  that  emplovment  conditions  in  the  economy  are  health* 
'  7^  !uU  wHojment  does  not  in  itself  aigDify  a  condition  of  true 
health  in  the  labor  market,  it  merely  indicates  the  absence  of  serious 
or  apparent  illness.  By  way  of  analog*.  a  man  with  tuberculosis  is 
clearly  &ck  but  is  another  man  without  visible  signs  of  illness  ipso 
facto  healthy T  Perhftf*  if  we  were  to  conduct  a  more  searching 
examination,  we  mijrht  find  his  lungs  black  and  deteriorating  from 
smoking,  his  heart  weakened  from  stress,  or  his  resistance  to  all 
varieties  of  ailments  lowered  by  mental  depression  or  poor  diet 
Similarly,  no  clean  bill  of  health  could  be  planted  automHicalU 
to  even  a  full-em  (Hoy  men  t  economv  unless  the  following  kinds  of 
latent  or  seldom  diagnosed  problems  were  eradicated  from  ihe  ifolv 
economic: 

(1)  Suhcmploymcnt:  working  less  than  full  time,  full  vear  (and 
often  for  lexs  than  ihe  minim. im  wa*re)  is  a  elironir  problem' for  manv 
workers  It  has  tenon*  consequence*  for  the  life  stvles  ami  life  chances 
of  families  *hen  it  afflict*  heads  of  households. 

(2)  U«-*ler»|  employment:  many  diaadvanfaced  and  minority 
workers  are  trapped  in  jot*  that  offer  them  little  m  the  wiv  of  dignttv 
or  self-esteem.  These  job*  are  rharactenzed  hv  harsh  and  arbitrary 
discipline,  unhealthy,  unsafe,  or  inhumane  noticing  conditions  low 
pay,  *tu\  the  nbsence  of  a  i-areer  path. 

<H>  involuntary  employment  many  older  |>e<»ple  are  forced  to 
take  job*  because  they  ojjmoj  bye  \st\  jh*ir -retirement  tfironuv 
HWrnW* Waits  of  non.sehofcU  *re  forced  to  iiioonlru'ht  heram*  titer  can- 
not at  lam  a  decent  living  Mandiird  for  their  familw^  on  wnj^  from 
primary  jobs,  and  manv  women  nho  would  prefer  to  m.h  Ihmiw  mid 
rear  I  heir  children  are  foned  to  take  p,t»i  jolw  m  nf,ln  to  |lf.  f.|.":h|«. 
for  social  services. 

if)  rrideremployment  -the  under  ui  il  vjh  >t*u  nl  •  k«lk  if.-i.rrii..  in<I 
education  of  worker*.  dcwritN'il  in  ihe  pnvioic,  f  hamW 

The  ('tilled  Male*  hri*  not  nneie  muh  h  hc.idnjiv  ;c:.i  im  (hc«4« 
pr«Mcnis.  in  part  because  we  pursue  oihi  r  piohlriu^  ih,u  wr  mu 
more  readily  measure  The  measure*  use,|  to  evaluate  puhlo  <mi»h»- 
ment  policy  foeus  Unjely  on  uncrnp|o> ninif  *i*t  -iu~.  t|„.  *  AV  \y\ 
t  belabor  market.  These  indicators  are  iclainvlj  iiuiiinhi.-iiou*.  Inn 

* $*m»-+  o  | ...i.-      ui.ii*        i-fl'fiU't iitn.i  Ob<  ii. v  4,1 1<  \- »     •  «  f •■  •     tiMii   .  >'     *     ,a  ft 
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they  tell  us  only  whether  jobs  are  available  for  all  those  workers  in 
the  otfical  labor  force: 

^  This  official  measured  the  sizeof  the  labor  forre  is  both  import  ant 
and  controversial  It  is  a  partial  guide  to  how  many  jobs  might  have 
to  be  created  in  coming  decades,  but  it  excludes  millions  of  people 
who  might  want  jobs  if  they  were  available.  For  example,  it  excludes 
labor-force  dropouts  who  have  given  up  looking  for  work,  students 
who  stay  in  school  because  they  cannot  find  jobs,  ueople  on  welfare, 
and  those  who  are  in  sheltered  environments  ranging  from  prison*  to 
mental  hospitals.  The  labor-forre  participation  rate  is  important  also 
because  only  those  who  are  in  the  official  labor  force  can  be  counted 
as  either  employed  or  unemployed.  The  relationship  of  the  participa- 
tion rate  and  the  unemployment  rate  is  not  a  simple  one;  indeed,  it  is 
quite  fluid.  For  instance,  when  new  jobs  are  created,  they  are  often 
filled  by  people  who  are  not  in  the  official  labor  force.  White  middle- 
class  women  often  are  attracted  into  the  labor  force  to  take  new  jobs, 
while  chronically  unemployed  black  men  and  boys  remain  unemployed. 

Over  the  past  decade,  the  total  size  of  the  labor  force  aa  well  as  the 
size  of  theforce  as  a  percentage  of  total  population  have  grown  remark- 
ably; Paradoxically,  as  the  economy  created  new  jobs  at  a  clip  un- 
precedented in  history,  rates  of  unemployment  also  rose.  The  primary 
t,  reason  behind  this  phenomenon  has  been  the^entry  of  millions  of 
women  into  the  paid  labor  force.  In  1950,  the  female  labor-force  parti- 
cipation rate  was  W.9  percent;  by  1973  it  was  44 J  percent.  Most 
dramatically,  the  rate  ot  participation  by  women  with  children  aged 
six  to  seventeen  went  from  :$2.8  percent  in  1950  to  52.6  j>ercent  in  1972. 
Between  1975  and  1976,  the  number  of  women  job  holders  and  job 
seekers  increased  by  nearly  two  million  and  accounted  for  almost  all 
the  growth  in  the  entire  laoor  force. 

Since  rates  of  unemployment  mask  such  shifts  in  the  demographic 
make-up  of  the  work  force,  they  are  imj>erfect  measures  of  the  health 
of  the  economy.  Still,  unemployment  rates  are  important  pieces  of 
information  and  not  to  be  made  light  of,  especially  in  the  midst  of  a 
recession.  But  recession  is  not  a  permanent  condition,  and  the  presence 

 of  a  temiwrary  rrisis  should  not  diy'^f  "«  fc™n  p^ming  rnrr*» — 

durable,  appropriate,  and  longer-term  performance  measures  for 
public  policy.  Although  by  necessity  we  eniratce  in  crisis  manage- 
ment," we  should  not  forget  that  the  latent  problems  outlined  above 
\sre  basic  and  enduring  shortcomings  in  the  labor  market  and  will  not 
vanish  with  the  current  recession. 

Clearly,  current  labor-policy  performance  measures  are  inadequate 
to  (hcvlni llenges  that  these  complex,  deeply  rooted  problems  present. 
TheyVeSnadequatef  in  brief,  because  lliey  a^gretcnte  and  thin  obscure, 
such    problems  as  chronic   subemployment    and   the  existence 
of  millions  of  labor-force  droiwilts.  Moreover,  the  measures  lead  to  the 
policy  t'Oficlusion  that  simply  creating  more  jobs  will  cure  the  major 
illnc****  of  the  labor  market,  Unfortunately,  the  simple  svailubhlftv  of 
jobs  is  often  not  enough  to  satisfy  the  economic,  social,  «nd  psychology  * 
ical  needs  that  lead  |*opte  to  seek  work.  Although  providing  jobs  is 
widely  uccepted  as  one  of  the  best  public-policy  resftonscs  to  such 
social  problems  a*  poverty,  family  disorganisation,  and  physical  and 
mental  ill  health,  not  just  any  jobs  will  do.  In  order  for  work  to  function 
n$  a  lever  on  social  problems,  the  right  jobs  must  be  made  available  at 
the  right  time  to  those  who  need  them.  This  requirement  is  complicated 
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by  the  fict  that  the  work  needs  of  individuals  change— a  job  that  is 
pood  for  a  young  person  is  not  necessarily  good  for  the  father  of  triplet* 
Moreover,  the  quality  of  a  job  is  important  in  determining  its  value  as 
an  ameliorator  of  social  problems— handicapped,  disadvantaged,  and 
other  workers  need  to-be  able  to  build  their  self-esteem  on  their  jobs. 
These  are  admittedly  difficult  demands  to  cope  with  because  they 
introduce  qualitative  measures  into  an  area  where  problems  and 
solutions  seemed  to  lend  themselves  so  well  to  quantification. 

From  the  point  of  view  of  public  policy,  these  qualitative  concerns 
also  lead  to  two  very  frustrating  conclusions.  First,  no  monolithic 
program  can  satisfy  the  wide  range  of  employment  needs.  Second, 
the  creation  of  jobs  through  either  macro-economic  stimulation  or 
public  service  employment  are  essential  but  woefully  insufficient 
responses  to  the  latent  problems  of  employment. 

Definitions  and  Myths 

In  the  Work  in  America  report,  my  colleagues  and  I  suggested  that 
total  employment  is  a  more  appropriate  measure  of  a  healthy  labor 
.  market  than  is  full  employment.  Total  employment  is  defined  as  a 
condition  in  which  everyone  who  desires  a  job  would  be  assured  of 
finding  one  that  reasonably  satisfies  bis  or  her  personal  needs.  Clearly 
total  employment  cannot  and  should  not  be  mandated  by  government 
pat.  It  can  only  be  achieved  by  policies  designed  to  create  greater 
freedom  of  choice  for  workers.  People  must  have  real  options  anion* 
an  array  of  mbs  offering  different  challenges,  styles  of  supervision, 
physical  working  conditions,  and  working  hears.  They  must  be  able 
to  select  the  appropriate  stages  in  their  Jives  in  which  to  seek  paid 
employment.  Such  freedom  of  choice  does  not  currently  exist  because 
of  certain  inflexibilities  and  inequalities  in  the  labor  matket  that 
restrict  its  free  play.  No  doubt  a  variety  of  policies  could  help  to 
remove  some  of  these  barriers  and  thus  permit  self-adjustment  in  the 
labor  force—a  process  that  may  be  the  only  equitable  and  nontotali- 
tanan  solution  to  the  ktent  problem*  of  employment. 

Unfortunately,  surff  policies  are  unlikely  to  >be  fully  or  fairly 
evaluatcdin  the  framework  of  the  current  orthodoxy  of  labor  eco- 
nomics. One  simply  cannot  measure  the  distance  o  ihe  stars  in 
quarts.  Consequently,  before  moving  on  to  a  consideration  of  total 
employment  Hides,  we  need  to  examine  some  myths,  fictions,  and 
superstitions  that  currently  misinform  ami  constrain  our  vision. 

Myth  t:  The  probltms  of  unemploymtnl  can  be  solvtd  simply  by 
creating  more  jobs.  Economists  view  unemployment  as  a  condition 
.in  which  the  demand  for  existing  jobs  bv  those  in  the  labor  force 
exceeds  current  supply.  This  concept  is  quicklv  translated  into  the 
le>s  Miphistirated  notion  that  unemployment  means  there  i*  u  .short- 
age of  jobs.  Thus,  when  policy  makers  decide  that  the  shortage 
has  grown  to  mtolerable  proportions,  i|,ev  often  pursue  ..  Mmidc 
and  logical  course-- they  use  inacro-eccinuinu  stimulation  i„  create 
more  jobs  Paradoxically,  this  action  iim\  |nid  to  even  higher  rates 
of  unemployment  lx>raus*  the  new  job*  attract  people  into  Un- 
paid labor  force  who  previously  wi  re  not  looking  for  jobs,  »>  I  pointed 
out  earlier  in  discussing  women's  entry.  Even  in  the  unlikely  event 
that  the  tinted  Males  wercjo  devise  millions  of  new  fobs  through 
massive  spending  or  a  program  of  public-service  employment,  localise 
of  this  substitution  effect"  there  would  Mill  be  manv  people  who 
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would  need,  but  would  not  be  receiving  the  benefits  of  a  good, 
steady  job* 

Thus,  the  notion  of  shortage  is  basically  nonfunctional  in  relation 
to  policy  development,  which  requires  an  alternative  way  of  framing 
the  problem.  Apparently  simple  cases  of  shortages  often  can  be  better 
understood  and  acted  upon  if  they  are  seen  as  complex  problems  of 
maldistribution  and  mismatching.  Recent  attempts  to  increase  the 
supply  of  medical  manpower  illustrate  this  phenomenon.  In  the  late 
1960s,  American  medical  schools  made  a  concerted  enort  to  gain  a 
windfall  in  federal  aid  by  convincing  tha»American  public  that  there 
was  an  acuta  shortage  of  doctors.  This  alarmist  tactic  almost  worked — ' 
until  more  thoughtful  analyses  showed  that  the  apparent  deficiency 
is  due  more  to  a  maldistribution  of  doctors  both  by  specialty  thid 
geography  than  to  general  shortage  across^ the  board.  There  are 
more  tnan  enough  j^ychlatrisls  in  Manhattan,  but  too  few  pediatri- 
cians in  the  ghetto;  there  are  so  many  radiologists  in  I-os  Angeles 
that  they  have  to  inflate  their  fees  to  keep  their  incomes  above  the 
so-called  starvation  level  (seventy  thousand  a  year),  but  there  are 
not  enough  general  practitioners  in  rural  Iowa.  Thus,  what  was 
called  for  was  a  system  of  incentives  for  the  medical  schools  to  correct 
these  distribution  problems,  and  such  a  program  was  enacted  by  the 
Congress  in  September  1974. 

Similarly,  the  idea  of  unemployment  itself  may  not  be  a  valid 
guide  to  setting  |>olicy.  If  certain  rigidities  and  blocks  were  removed 
from*  the  job  market,  the  total  number  of  jobs  might  not  be  lar 
short  of  the  total  number  of  people  who  want  and  need  jobs  at  a 
given  time.  Here,  too,  poor  distribution  is  a  useful  concept.  That  is, 
some  people  who  do  not  want  jobs  are  forced  into  the  labor  market 
because  of  tradition,  laws,  or  the  lack  of  available  alternatives  or 
resources,  and  such  barriers  exclude  many  others  who  want  and  need 
jobs.  Those  who  might  be  reluctantly  employed  include:  adults  who 
would  like  to  take  a  year  or  two  off  from  their  jobs  to  return  to  school; 
older  neopjp  who  would  like  to  retire  earlier. than  age  sixty-three  or 
sixty-five;  welfare  mothers  who  would  rather  stay  home  and  reaf 
their  ihildrtm  than  take  the su-called  incentive  of  a  demeaning,  poorly 
paying  job;  middle-class  mothers  who  would  like  to  care  for  their 
children  but  feel  pressures  to  work  from  the  woman's  movement; 
and  fathers  who  would  rather  stay  home  and  take  rare  of  their  children. 
Among  those  who  would  like  to  take  jobs  but  cannot  find  them  are  the 
subemployed  20  to  35  percent  of  ghetto  men  and  !>oys;  teenagers  who 
would  rather  work  than  be  in  school;  women  who  prefer  work  in  the 
labor  market  to  work  in  their  homes;  retired  people  who  would  like 
at  least  some  part-time  work;  and  the  so-called  expendables  of 
society — addicts,  rouvirt*,  and  the  hundi<  ap|>ed — many  o:  whom 
would  prefer  hone>t  labor  to  being  warehou>ed  in  public  institutions. 

For  nearly  one  hundred  years,  free-market  industrial  economic* 
have  tried  to  curb  unemployment  by  .uncasing  the  urtralf  miiittar^ 
of  jobs.  Regrettably,  ami  often  iragHally,  ilie>e  noble  'Xpermcnts 
have  failed,  A  centuryns  a  fair  test  for  apolicy  that  does  <>t  work. 
Perhajts  it  is  time  to  try  jinether  tack,  one  designed  to  make  tlfe 
labor  market  fnyr  ami  more  functional.  To  do  this,  we  may  need 
social  inventions  that  balance  ihe  labor  supply  and  demand  by 
allowing  unwilling  workers  to  leave  the  labor  force  and  thereby 
opening  up  jobs  tor  people  who  want  and  need  them.  Such  j>olirie« 
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would  attempt  to  remove  the  social  ami  legal  barriers,  such  as  some 
social  welfare  regulations,  that  force  reluctant  people  to  work.  At  the 
same  time,  they  would  .seek  tq  provide  opportunities—and,  in  ap- 
propriate instances,  income — to  people  who  would  like  to  leave  the 
,  P*w  work  force  and  do  unpaid  work,  such  as  school  work,  child  care, 
and  voluntary  social  service  work. 

We  are  not  ready  to  consider  these  policies,  however,  because  other 
myths  reflexiyelv  force  us  to  raise  objections. 

Myth  8:  Work  is  paid  employment.  According  to  this  definition,  a 
housewife  and  mother  does  not  work.  Yet  if  her  services  are  replaced 
by  a  housekeeper,  babysitter,  anil  cook,  or  if  she  herself  performs 
these  tasks  for  others,  both  she  and  her  replacements  are  now  con- 
sidered workers  because  their. salaries  are  contributions  40  the  gross 
national  product.  There  are  many  repercussions  of  this  definition.  It 
forces  some  \>oor  women  to  take  low-paying,  unsatisfying  jobs  in  order 
jpto  become  eligible  lor  government  health,  welfare,  and  other  social 
services.  Society  would  benefit  more  from  properly  reared  children, 
from  lower  cir.»t*  for  day  care,  and  from  a  citizenry,  whose  freedom  of 
choire  was  preserved  than  from  the  fruits  of  the  low -level  employ- 
ment of  th**r  poor  mothers.  The  issue  is  different  for  the  middle 
classes:  women  will  not  be  liberated  until  women  and  men  can  freely 
choose  to  take  jobs  in  I  he  paid  labor  force,  or  *o  stay  home  and  care 
for  their  children,  or  both.  This  liberation  will  only  occur  when  child 
rearing  is  as  highly  valued  by  society  as  paid  employment. 

Similarly,  much  volunteer  activity  might  also  be  considered  work. 
Working  in  hospitals,  m  c  hurches,  on  school  boards,  in  scouting, 
and  in  local  government  is  not  paid  employment,  but  it  is  every  bit 
as  important  to  society  as  are  many  activities  for  which  there  is  com- 

Iiensation—such  as  much  of  the  make-work  of  public  and  private 
>ureaucracies. 

Raising  the  stat  is  of  child  care  and  volunteer  work  to  that  of  paid 
employment  would  not  be  easy.  It  Would  first  involve  eliminating  pro- 
visions that  require  iroployment  as  a  prerequisite  for  social  services. 
It  might  also  necessitate  some  cash  payments  or  tax  w  rite-offs  for  these, 
activities,  as  is  the  case  in  other  nations  where  there  are  child  al- 
lowances, mothers'  jiensions,  and  pay  or  tax  breaks  for  community 
activities.  We  a  e  not  open,  however,  to  considering  such  alternative 
policies,  not  only  because  we  believe  that  work  is  paid  labor,  but  also 
because  of  our  adherence  to  the  following  related  myth. 

Myth  S:  All  paid  labor  is  ennobling.  Labor  and  welfare  policies 
reflect  the  puritan  views  that  any  job  is  better  than  horjob,  and  no 
one  is  too  good  for  any  job.  Taken  to  the  extreme,  these  beliefs  often 
lead  to  an  incredible  contradiction  manifested  by  many  1  political 
leaders;  they  es|K>use  that  work  is  good  for  everyone,  but  at  the  same 
lime  they  hnd  it  necessary  to  force  |*ople  to  work.  If  the  former  is 
true,  why  is  it  necessary  to  advocate  the  latter?  How  is  it  thatlhose 
-  who  preach  the  dignity  of  work  also  believe  that  work  should  be  used 
a*  punishment.'  Ar  the  root  of  this  contradiction  is  the  simple  fact 
that  not  all  jobs  are  good  jobs. 

Although  many  jobs  provide  the  social,  psychological,  and  economic 
rewards  that  make  work  so  essential  and  meaningful  to  life,  some  jobs 
oflfr  none  of  the»e  satisfactions.  .Not  only  do  they  fail  to  provide  the 
worker  with  even  minimal  dignity,  challenge,  and  economic  resources, 
they  may  actually  destroy  an  individual's  self-esteem. 
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19m  natura  of  work,  then,  is  a  critically  important  variable  in  dis~ 
cussioe-of  total  employment.  Related  to  the  nature  of  work  is  the 
ittfe  in  one's  life  when  one  takes  a  certain  kind  of  job.  For  example, 
ptdang  fruit  is  not  a  bad  summer  job  for  a  student,  but  it  is  literally 
lethal  for  migrant  fanners  and  their  families.  There  is  nothing  wrong 
with  working  in  an  unsteady,  low-paying  job  if  one  is  young  and 
single,  but  if  one  tries  to  marry  and  raise  a  family  in  such  an  economic 
condition,  the  odds  are  that  the  marriage  will  quickly  dissolve. 

The  devastating  consequences  of  the  nature  of  work  experience  on 
JimUy  life  jto  illitttttted  to  me^ia  1967  to  1968  while  Lwas  doing 


research  in  the  black  community  of  Los  Angeles  and  in  the  Cape 
Coloured  community  of  Cape  Town,  South  Africa  (OToole,  1973b). 
As  I  mentioned  in  Chapter  One,  there  was  considerable  family  dis- 
organization  in  both  communities  especially  among  the  poor.  My 
original  thesis  was  that  the  unemployment  of  fathers  was  the  common 
cause  of  the  high  rates  of  desertion,  separation,  and  mother-headed 
households  found  in  bot  >  immunities.  In  South  A'r^a,  however,  I 
<?  discorered  that  unemployment  was  only  at  the  fractional  level,  and 
in  Watt*  even  the  high  12  percent  rate  of  adult  unemployment  could 
not  account  adequately  for  the  extreme  pathology  in  that  ghetto.  It 
occurred  to  me  after  I  had  completed  my  research  that  the  crucial 
variable  in  both  communities  was  the  nature  of  the  father's  employ- 
ment. In  neither  community  were  men  who  worked  in  unsteady,  low- 
paying,  demeaning,  unskilled,  and  dead -end  jobs  likely  to  have  the 
self-esteem  or  social  or  economic  wherewithal  to  hold  a  family  together. 
In  Watts,  I  estimated  that  only  65  percent  of  the  men  over  age 
eighteen  workH  full  time,  full  year,  and  earned  mon*  than  the 
minimum  wage.  That  is,  the  subemployment  rate  for  Watts  was 
approximately  35  percent  It  was  not  purely  coincidental  that  in 
about  a  third  of  the  homes  in  Watts  th«  father  was  absent  and  that 
about  a  third  of  the  families  were  on  welfare/  Of  course,  there  were 
.  not  always  direct  relationships  among  male  subemployment,  mother- 
.  centered  families,  and  welfare  cases,  out  the  three  factors  correlated 
far  more  often  thaft  not. 

From  the  point  of  view  of  family  formation,  then,  ail  jobs  are  not 
good  jobs.  Moreover,  the  i*rson  who  has  paid  employment  in  a 
family  is  a  crucial  variable.  In  both  South  Africa  and  the  United 
States,  non white  women  were  more  employable  than  nonwhite  men. 
Nevertheless,  the  availability  of  a  job  for  a  woman  with  small  children 
had  no  positive  effect  on  family  cohesion  or  other  social  problems 
related  to  employment  and  poverty.  It  was  the  fathers  of  yourtg 
children  who  needed  paid  employment.  Ironically,  welfare  work- 
incentive  programs  in  the  United  States  rfre  designed  to  get  jobs  for 
mothers  instead  of  finding  jobs  for  fathers  of  welfare  children.  Work 
programs  are  not  directed  to  the  fathers  because  they  are  not  on 
welfare  themselves,  even  though  they  are  the  proximate  m\i*e  of  their 
family's  welfare  status.  Punishiqg  welfare  mothers  by  making  fliem 
take  undesirable  iobs  has  little  or  no  positive  impact  on  the  familial  or 
employment  problems  of  the  chronically  disadvantaged.  (Of  course, 
these  women  also  need  the  freedom  to  take  a  paid  job  if  they  so  choose.)* 
Headway  will  be  made  in  the  ghetto  only  when  all  men  Who  wish*  to 
have  families  can  be  assured  of  good,  steady  jobs  that  wilt  enable 
them  to  support  their  families.  Such  a  goal  will  not  be  realized,  how- 
ever, as  long  as  the  following  myth  is  believed. 
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Myth  4.  Total  employment  would  entail  the  involuntary  mobilization 
oj  millions  of  workers  in  pubtic-serriet  jobs.  Many  countries  in  which 
unemployment  has  ceased  to  be  a  problem—Russia  and  China,  for 
example-  have  achieved  total  employment  at  the  expense  of  personal 
liberty.  The  specter  of  such  totalitarianism  has  been  raised  by  the 
editors  of  the  Wall  Street  Journal  and  others  when  arguing  the  case 
against  full  employment.  But  total  employment  is  a  ndntotalitarian 
concept  based  on  enhancing  individual  freedom  of  choice.  Its  goal  is 
not  to  force  every  citizen  to  take  a  paid  job  but  to  remove  artificial 

 constraints  and  rigidities  that  restrict  the  free  play  of  The  labor  market. 

Artificial  educational  credential  requirements,  discrimination  based 
on  age,  sex,  class,  or  race,  and  government  policies  that  restrict 
educational  aid  to  the  young  or  require  employment  among  the  middle- 
aged  are  examples  of  constraints  that  might  be  removed. 

Moreover,  most  employment  is  rather  monolithic  in  terms  of  the 
hours  workers  are  required  to  be  on  the  job.  There  are  not  enough 
part-time  jots  or  jobs  w  ith  flexible  days  or  hours  to  provide  workers 
with  any  choice.  It  is  quite  possible  that  providing  greater  opportuni- 
ties for  part-time  jobs  through  job  sharing  would  reduce  some  of  our 
most  intractable  unemployment  problems,  even  w  ith  less  job-creation 
effort. 

I  have  interviewed  a  number  of  unemployed  people  and  have  often 
come  away  with  the  feeling  that  working  conditions  are  frequently  a 
barrier  to  their  taking  jobs.  The  spectrum  of  reasons  unemployed 
people  give  for  their  status  is  incredibly  wide,  but  in  many  cases  it 
boils  down  to  the  fact  that  the Jobs  that  are  available  do  not  meet 
their  specific  needs  and  desires.  For  example,  I  recall  an  engineer  who 
didn't  want  to  take  a  job  beneath  that  status,  a  blue-collar  worker 
who  wanted  a  job  that  was  intellectually  stimulating,  a  middle-class 
woman  who  wanted  a  job  with  training  and  promotion  opportunities, 
an  elderly  jnan  who  wanted '  to  work  three  or  four  days  a  week  at  a 
reduced  sajary  in  a  union  shop,  and  a  young  college  graduate  who 
wanjed  "to  work  in  a  team  situation  with  interesting  people."  One 
'wonders  how  much  unemployment  would  be  reduced  if  these  workers 
and  others  like  them  had  greater  choice  among  the  kinds  of  jobs  and 
working  conditions  that  were  available?  Even  without  increasing  job 
creation  efforts,  it  is  probable  that  a  great,  number  of  unemployed 
people  could  find  jobs.  What  appears  to  be  needed  is  the  removal*  0/ 
certain  legal  and  credential  barriers  to  employment,  better  matching 
of  jobs  with  individual  social,  psychological  and-  economic  needs, 
policies  designed  to  create  more  diversity  and  flexibility  in 'the  con- 
ditions of  work,  and  easier  movement  in  and  out  of  the'  labor  market 
We  do  not  need  a  totalitarian  concept  of  full  employment.  Rather,  we 
must  begin  *.o  think  of  ways  to  remove  barriers  that  inhibit  freedom 
01  choice  and  human  development.      "  .* 

However,  since  a  free  market  works  well  only  when  its  participants 
are  relatively  equal,  it  m«y  be  necessarvio  create  some  additional 
public-service  jobs  in  order  to  produce greater  job  diversity  and 
options  for  those  people  not  fully  served  by  the  free  market/ But 
these  kinds  of  jobs  should  be  kept  to  a  minimwh,  because  they  tend 
to  be  inferior  to  private-sector  jobs  (despite  the  denials  of  decent 
am|  well-meaninir-people)  They  quite  often  pay  more,  but  in  terms  of 
J ■m**'  au<ontm*y.  status,  ami  opportunities*  for  growth,  thev  tend 
to  fall  short.  As  evidence  presented  in  Chapter  Three  shows,  in  the 
public  sector,  clerical  and  service  jobs  constitute  42  |>ercent  .of  all 
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employment  (78  percent  if  teachers  are  excluded),  while  in  the  private 
sector  such  jobs  account  for  only  28  percent  of  all  employment  (U.S. 
Department  of  Labor,  1974b).  One  out  of  three  new  jobs  is  being 
created  in  the  public  sector,  and  although  these  jobs  are  not  exactly 
menial,  60  to  70  percent  call  for  the  employee  to  be  an  aide,  attendant, 
assistant,  clerical  worker,  custodian,  or  semi-skilled  blue-collar  worker. 
In  addition  to  these  criticisms  of  public  employment,  there  is  st  least 
impressionistic  evidence  that  private  employment  is  more  innovative, 
flexible,  and  responsive  to  the  needs  of  workers._For  example,  the. 
T»nds  of  setf -management  described  in  Chapter  Five  and  worker 
ownership  described  in  Chapter  Nine  are  all  but  impossible  in  the 
civil  service,  which,  by  necessity,  must  be  first  and  foremost  respon- 
sible to  the  voting  public. 

Another  drawback  of  creating  public-service  jobs  is  that  they  end 
up  going  to  middle-class  people,  not  to  those  in  the  central  cities  who 
are  most  disadvantaged.  The  chronically  subemployed  individual  has 
as  much  trouble  holding  a  public-service  job  as  he  does  holding  jobs 
m  the  secondary  labor  market.  At  least  with  day-laboring  jobs  he 
does  not  need  the  senses  of  discipline,  punctuality,  and  cooperation 
that  are  needed  in  jobs  created  under  the  Comprehensive  Employ- 
ment and  Training  Act  of  1973  (CETA)  and  other  public-service 
programs.  To  find  ways  to  make  gov  eminent  employment  serve  those 
who  most  need  itr  the  Manpower  Demonstration  Research  Corpora- 
tion of  New  York  has  begun  a  series  of  experiments  with  alternative 
working  conditions.  They  hope  to  identify  the  conditions  under 
which  hard-core  unemployable*  can  find  success  on  the  job.  For  example, 
in  some  cases  the  workers  are  not  held  to  strict  standards  of  punc- 
tuality and  attendance  to  start  with,  but  gradually  the  standards  are 
increased  as  the  workers  build  their  work  habits.  So  far,  this  is  all 
theory  and  experiment.  Until  there  are  solid  findings,  public-service 
jobs  will  continue  to  benefit  primarily  the  middle  dam. 

There  is  also  some  evidence  that  public  service  jobs  do  not  make 
the  best  use  of  government  expenditures  for  job  creation*  Apparently, 
the  number  of  jobs  created  varies  considerably  from  one  government 
program  to  another  The  following  table  (drawn  from  several  not 
terribly  reliable  sources)  illustrates  the  number  of  jobs  created  by 
spending  one  billion  federal  dollars  in  various  ways, 

51,000  joh^  if  spent  on  highway  construction  (Bewick  and  Hannon,  1974). 
55,000  job*  if  spent  on  defence  contracts  (Baboon  and  Brigham,  1976). 
60.000  job*  if  *pont  on  CKTA-like  public-service  programs  (Wall  Street  Journal, 
1976). 

76,000  job*  if  «pent  on  public  bousing  construction  (Babson  and  Bncham, 
1976), 

84,000  job*  if  -pent  on  health  program*  (not  construction)  (Bexdek  and  Han- 
non, 1974). 

86,000  jut  «  if  «pent  on  water  treatment  plants  {Porter  1973). 
90.000  job*  if  jipent  on  education  programs  (not  construction)  i  B.ib-on  and 
Brigham,  1976). 

The  actual  number*  here  are  irrelevant,  Wluit  i*  important  i*  that 
everv  dollar  spent  by  {government  influences  new  employment  oppor- 
tunities, that  different  programs  have  different  job-creation  effects, 
and  that  CETA-like  public-service  programs,  while  not  the  least 
effective,  are  far  frofn  being  the  mast  effective  job-creation  tools  at 
♦he  disposal  of  the  government. 
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For  ill  their  liabilities,  public-service  jobs  are  nevertheless  popular 
with  politicians  and  the  public  because  they  give  the  impression  of 
forceful  and  direct  action  on  the  problems  of  unemployment.  It  is 
hard  *nd  slow  work  to  create  jobs  that  produce  goods  and  services  in 
actual  demand,  but  it  is  easy  and  fast  to  start  up  training  programs 
awl  public-service  employment.  Yet  the  latter  programs  are  basically 
palliatives,  and  because  they  do  not  treat  the  cauets  of  unemployment 
they  may  even  be  counterproductive  in  that  by  alleviating  the 
tpmptom*  they  remove  pressures  to  act  on  the  root  causes.  When  un~ 
employment  readiest  orS  percent,  ad  vocatesof  public-service  jobs 
are  able  to  command  a  wide  audience  (and  are  usually  able  to  {ret  a 
public-employment  bill  passed  in  Congress).  Then,  when  unemploy- 
ment slips  back  to  5  or  6  percent  for  cyclical  reasons,  the  public  quickly 
turns  its  attention  to  other  areas  of  concern,  satisfied  that  the  prompt 
and  wise  leadership  in  Washington  has  adequately  dealt  with  the 
problem.  Consequently,  true  reforms  are  seldom  considered,  and  the 
damaging  problems  of  subemployment,  low-level  employment,  and 
involuntary  employment  remain  and  grow  worse. 

The  government  does  have  a  role  in  employment,  but  it  should  be 
more  creative  in  applying  its  funds  and  regulatory  powers  i.i  order 
to  produce  not  only  more  jobs  in  the  private  sector,  but  more  good 
jobs.  For  example,  in  Chapter  One  I  suggested  how  a  new  returnable 
bottle  law  might  create  jobs.  In  another  case  government  could  create 
either  423,000  new  jobs  with  a  health  program  or  256,000  with  a 
highway  program—both  for  an  identical  investment  of  $5  billion.  In 
making  spending  decisions,  government  should  consider  both  the 
number  of  jobs  to  be  created  and  their  potential  for  producing  steady, 
challenging  work  with  career  mobility.  (See  Chapter  Ten  for  a  develop- 
ment of  this  notion.)  Thusf  it  is  more  effective  for  government  to  use 
its  power  to  create  jobs  in  the  private  profit  and  nonprofit  sectors 
than  it  is  to  create  public-service  employment.  In  no  fashion  does  a 
policy  of  total  employment  require  either  worker  coercion  or  greatly 
increased  government  employment. 

Aiytfr  &:  Total  employment  requires  economic  growth.  In  the  future, 
the  rate  of  unemployment  may  fall  toward  zero,  even  without  much 
economic  growth.  Indeed,  within  the  next  thirty  years  employment 
rates  may  be  reported  negatively,  expressing  a  situation  in  which 
demand  lor  workers  exceeds  supply.  The  convergence  of  five  trends 
makes  such  a  zero-growth,  total-employment  future  a  distinct  possi- 
bility: (i)  The  rising  costs  of  energy  may  lead  to  the  increasing  sub- 
stitution of  labor  for  capital.  (2)  The  increasing  scarcity  of  capital 
in  our  economy  may  lead  to  more  labor-intensive  enterprises.  (3)  The 
continued  shift  from  an  industry -based  economy  to  a  services  base 
will  create  more  jobs.  (4)  Environmentalist  pressure*  will  exacerbate 
the  shift  away  from  capital-intensive,  "ditty"  industries  (metals 
ami  mining,  for  example)  toward  "cleaner/'  labor-intensive  health, 
education,  anil  other  services.  (5)  There  will  be  a  demographic  shift, 
culminating  in  about  thirty-five  );ears,  which  will  cause  the  proportion 
of  retired  persons  in  the  population  to  be  greater  than  ever  before  in 
American  nistory.  Each  of  these  five  trends  would  have  the  effect  of 
lowering  productivity  ami  economic  irrowth  while  increasing  the 
demand  for  workers. 
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Whereas  unemployment  in  the  traditional  sense  will  probably 
disappear  in  the  United  States  in  the  futures  the  broader  issue  of 
underemployment  might  become  more  acute  for  all  social  classes 
because  trends  toward  labor  intensivity  and  aero  economic  growth 
could  lead  to  a  greater  number  of  routine  jobs.  (These  issues  are 
elaborated  in  Chapter  Ten.)  Here  again,  macro-economic  policies  and 
public-service  employment  are  ineffective  tools.  The  problem  is  not 
a  shortage  of  jobs,  but  a  poor  mix  of  jobs.  Looking  at  employment 
through  these  new  lenses,  we  focus  our  attention  on  policies  designed 
to  remove  rigidities  in  the  labor  market,  to  enhance  individual  freedom 
of  choice,  to  increase  the  flexibility  and  variety  of  jobs,  and  to  en- 
courage human  development.  Such  policies  for  total  employment, 
although  devilishly  difficult  to  pursue,  are  at  least  not  trade-offs 
against  inflation. 

Myth  6:  Total  employment  it  inflationary.  We  are  now  painfully 
aware  that  hiak  rates  of  unemployment  and  inflation  can  exist  to- 
gether. Does  this  mean  that  it  is  also  possible  to  concurrently  experi- 
ence lew  rates  of  unemployment  and  inflation?  The  current  contradic- 
tion of  the  Phillip's  curve  trade-off  reopens  this  possibility  for 
discussion. 

•Ppropriate  here  to  look  at  sona>  nontraditional  employment 
policies  that  either  are  immune  to  inflation  or  are  proved  inflation 
fighters.  Obviously,  total-employment  policies  that  consider  the  prob- 
lem to  be  maldistribution  rather  than  a  shortage  of  jobs  bypasses  the 
issue  of  inflation.  If  one's  tool  for  fighting  unemployment  is  not  macro- 
economic,  then  there  is  little  problem  of  its  directly  fueling  inflation. , 

A  non-macro-economic  policy  of  note  in  this  regard  is  manifested  in 
West  Germany's  active  manpower  planning  and  training  program, 
referred  to  in  Chapter  One.  The  German  strategy  for  worker  retraining 
and  job  change  recognizes  that  career  immobility  can  be  a  source 
of  worker  discontent  and  of  inflationary  pressures.  Although  the  Ger- 
man program  is  not  demonstrably  associated  with  that  country's  rela- 
tively low  rates  of  inflation  and  unemployment,  many  economists  on 
both  sides  of  the  Atlantic  argue  that  it  has  not  hurt  (Striner,  1972). 
Several  economists  propose  for  the  U.S.  a  similar  program  that  would 
decrease  oyersupplies  of  labor  in  declining  industries  and  occupations 
by  retraining  workers  for  places  where  they  will  be  more  productive 
and  wr«ire  critical  manpower  shortages  might  otherwise  create  infla- 
tionary bottlenecks  (Holt,  1971).  Even  at  a  possible  cost  of  four  billion 
dollars,  such  a  program  is  attractive  not  only  because  it  Vould  lower 
the  rate  of  inflation,  but  because  it  would  create  a  quarter  of  a  million 
jobs.  It  also  strikes  directly  at  the  problems  of  underemployment. 

Several  other  employment  policies  could  make  lesser,  but  still 
significant,  contributions  to  lowering  inflation.  The  following  measures 
would  tend  either  to  increase  the  mobility  or  productivity  of  workers* 
or  to  increase  the  efficiency  of  the  economy,  tBfreby  helping  to  reduce 
the  ra(e  of  inflation  for  any  given  level  of  employment:  (1)  reducing 
race,  sex,  and  age  discrimination;  (2)  increasing  mobility  and  vesting 
of  pensions;  (3)  introducing  profit  sharing  tied  to  worker  or  small- 
group  productivity;  and  (4)  redesigning  jobs.  , 

AVemalivt  policies 

What  is  important  about  all  of  these  proposals  is  that  they*  are 
compatible  with  the  total-employment  approach  I've  been  describing. 
Although  such  an  approach  assumes  the  importance  of  using  macro- 
eonomic  policy^to  keep  inflation  and  unemployment  as  low  as  pos- 
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siblc,  the  strategy  is  not  dependent  solely  on  macro-economic  policy, 
public  service  employment  or  any  traditional  economic  methods  for 
creating  new  jobs.  That  is  how  it  differs  from  what  we  have,  and  that 
.  is  why  tt  probably  has  a  greater  chance  of  success  than  does  the  current 
approach. 

In  order  to  create  total  employment,  a  series  of  discrete  but  com- 
patible private  and  public  programs  must  be  undertaken,  many  of 
which  can  be  initiated  at  the  state,  community,  or  plant  level*  Such 
programs  might  da  one  or  more  of  the  following:  facilitate  the  with- 
drawal  from  the  paid  labor  force  of  reluctant  workers;  help  those  who 
need  and  want  jobs  to  acquire  them;  increase  the  mobility  of  workers; 
and  make  the  job  market  more  flexible.  Possible  program  strategies 
might  be  to: 

Reduce  institutional  rigidities  in  the  labor  market,  such  as 
seniority  rules.  Remove  the  minimum-wage  requirements  for 
those  under  twenty  years  of  age  and  unmarried  and  raise  them 
forepersons  over  twenty  and  for  under- twenties  who  are  married. 

Remove  all  government  regulations  in  which  employment  is 
a  prerequisite  for  social  services.  For  example,  make  unpaid 
individuals  engaged  in  reanng  children  eligible  for  social  security 
benefits. 

Provide  a  program  of  mut-caretr  worker  training  or  sabbaticals 
that  covers  school  tuition  and  a  substantial  part  of  foregone 

income. 

Provide  programs  that  allow  workers  to  taper  off  before 
retirement:  for  example,  fifty-five-year-olds  could  work  four  days 
and  sixty-year  olds  three  days.  Conversely,  those  over  sixty-five 
would  be  permitted  to  work  without  penalty  if  they  so  elected. 

Establish  a  system  of  domestic  "Fulbrighta"  for  people,  who 
would  like  to  take  a  year  or  two  away  from  their  regular  jobs  to 
engage  in  some  kind  of  public  service*  Xerox  has  such  a  program 
for  its  employees. 

Provide  a  guaranteed  minimum  annual  income  through  a 
negative-income- tax  scheme. 

Stop  massive  immigration  except  for  political  or  humani- 
tarian reasons. 

Permit  cities  to  charter  and  operate  banks.  These  banks  would 
underwrite  loans  to  individuals  or  groups  wishing  to  start 
nonprofit  or  cooperatively  owned  businesses  that  met  the  em- 
ployment needs  of  an  underserved  group  or  community.  For 
example,  businesses  would  be- eligible  if  they  offered  meaningful 
employment  to  the  aged,  youth,  or  minorities,  or  if  they  provided 
such  groups  with  training  to  do  meaningful  but  rare  tvpes  of 
work,  such  as  skilled  crafts  and  repairs. 

Provide  human-depreciation  tax  ~ Allowances  or  employment 
tax  credits  linked  to  the  ratio  of  employment  to  fixed  plant  and 
°  equipment.  Both  policies  (or  others  like  themi  would  encourage 
the  use  of  labor-intensive  processes  in  industry. 

Encourage  the  creation  of  commiftttty^  iroiincils  designed  to; 
(1)  match  people  with  work  and  education  opportunities;  (2) 
counsel  employers  in  the  redesign  of  jobs\  fa)  lobby  for  the  crea- 
tion of  part-time  and  flexible  jobs;  ands(4Xengajre  'n  'OCfl'  man- 
power planning  (tVirtz,  1975). 
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Provide  more  part-time  jobs  and  job  sharing.  One  example 
is  the  Pitney  Bowes  program,  mentioned  earlier,  that  permits  two 
mothers  to  split  one  job*  At  some  universities,  a  husband  and  wife 
may  share  a  (acuity  appointment*  Britain's  Patrick  Gold  ring 
(1974)  suggests  that  if  everyone  were  permitted  to  hold  two  iobs 
the  worker  ip  a  bad  job  might  find  some  satisfaction  in  another, 
better  position;  stressful  executives  could  unwind  in  manual  jobs; 
and  potentially  *edumlant  workers  could  spend  Dart  of  their  work 

 time  ik-preparation.  for  a  future  job.  AlthougkJus  proposal  ia^ 

.  fraught  with  practical  obstacles  to  realisation,  it  at  least  offers  a 
response  to  tne  way  society  has  segmented  the  work,  leisure, 
education,  and  family  aspects  of  our  lives,  producing  workers  who 
hate  their  work,  who  find  no  release  in  their  leisure,  ami  who  find 
little  time  for  their  families 
This  list  of  possible  programs  could  be  twice  as  long,  ami  1  am  not 
certain  that  all  the  items  included  are  either  desirable  or  feasible. 
What  is  important  is  that  we  can  and  .should  start  thinking  in  terms 
olsuch  alternatives  to  traditional  approaches.  Although  each  such 
program  has  a  cost,  its  potential  benefits  must  be  considered,  not  only 
in  economic  terms,  but  in  terms  of  their  effect  on  mental  and  physical 
health,  crime,  family  cohesion,  anil  social  and  political  alienation. 
Moreover,  one  has  to  weigh  the  inflationary  aspects  o'f  the  alternative 
macro-economic  policies  ami  the  costs  of  not  acting  at  all  in  terms  of 
lost  income,  taxes,  and  production. 

In  sum,  total  employment  can  be  achieved  through  owning  up  the 
labor  market,  removing  institutional  rigidities,  and  offering  people 
greater  freedom  to  choose  when  and  where  they  will  work.  Such  a 
policy  is  appropriate  now  and  will  still  be  appropriate  in  the  future  9 
when  employment  conditions  change.  Such  a  policy  is  equitable  be- 
cause it  favors  no  race,  class,  age,  or  sex.  And  furthermore,  it  is  com- 
patible with  traditional  free-market  principles.  / 

Many  things  can  be  done  on  the  local  level  using  this  approach- 
that  do  not  require  federal  initiatives.  In  particular,  the  problems  of 
underemployment  do  not  lend  themselves  to  federal  programs  hut 
are,  as  the  next  chapter  argues,  thp  rightful  responsibility  of  employers 
and  unions. 
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AGAINST  A  FEDERAL  GUARANTEED  EMPLOYMENT  PROGRAM 
t  (By  Dave  M.  O'Neill1) 
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than  their  unemployment,  is  the  major  cause  of  their  poverty.  Al- 
though the  annual  incidence  of  unemployment  among  the  working 
poor  is  about  twice  that  among  the  working  non-poor,  the  fact  that 
only  about  half  the  poor  are  able  to  work  means  that  unemployment 
is  a  very  minor  cause  of  poverty  in  the  present  United  States  economy. 

This  lack  of  significant  connection  between  unemployment  and 
modem  day  poverty  will  strike  some  readers  as  so  unbelievable  that 
it  may  be  worthwhile  to  demonstrate  the  situation  from  another 
point  of  view — by  looking  at  the  classification  of  the  unemployed- 
according  to  various  characteristics. 

Table  2  shows  various  characteristics  of  the  4.4  million  people  who 
reported  themselves  unemployed  during  the  survey  week  in  February, 
1973,  The  data  on  duration  of  unemployment  suggest  that  the  average 
length  of  a  spell  of  unemployment  is  probably  about  It  weeks.  This 
is  not  likely  to  throw  one  into  a  life  of  poverty.  In  most  states,  un- 
employment insurance  benefits  go  on  for  at  least  six  months. 

The  data  on  reasons  for  becoming  unemployed  are  also  enlightening. 
People  who  voluntarily  leave  jobs  and  workers  just  entering  or  re- 
entering the  labor  force  make  up  fully  61  per  cent  of  the  unemployed, 

nmx  I —won*  tnn tanci  f  ahiiy  heads  a*o  umclateo  individuals  below  the  low- 
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Clearly,  one  would  find  individuals  who  are  living  in  poverty  on  # 
account  of  unemployment  only  within  the  subgroup  who  have  loet 
their  jofo  involuntarily  and  have  also  remained  unemployed  for  a  very 
long  time.  In  February,  1973,  there  were  approximately  125,000 
unemployed  adult  males  who  were  both  joWosers  and  unemployed 
for  27  weeks  or  more. 

Thus,  to  tha  extent  that  poverty  is  related  at  all  to  unemployment, 
the  *i»  of  the  job  creation  pr^ram  that  would  be  needed  would  be 
very  mwtesroaeTsay  about  ro0,0WTjob  slots  at  The  v^  raiximum,1 
However,  one  might  still  argue  for  a  large-scale  public  job  creation 
program  for  the  poor  on  the  grounds  that  the  working  poor,  if  not 
actually  unemployed,  are  underemployed,  and  that  the  government 
should  provide  jobs  that  pay  a  higher  wage.'  In  considering  the  merit 
of- this  proposal,  it  is  useful  to  distinguish  mature  adults  and  the  > 
elderly  working  poor  from  the  young  adult  and  teenage  working  poor. 
Programs  should  be  developed  for  the  young  working  poor  to 
provide  financing,  information  and  motivation  to  lead  these  young 
people  into  the  mainstream  of  skill  acquisition  and  career  planning, 
rutting  them  into  artificially  created  public  employment  joos  would 
amount  to  saying  that  they  nave  no  potential  for  development*  Given 
the  uncertain  tenure  and  possibly  depressing  nature  of  the  job  slots 
that  would  be  created,  this  approach  might  also  very  well  do  more 
harm  than  good. 

It  is  probably  true  that  not  much  can  be  done  for  the  older  working 
poor  via  programs  for  promoting  skill  acquisition  and  geographic 
mobility.  Thus  it  is  tempting  to  argue  that  they  should  be  placed  in 
specially  created  public  jol>s  which  would  have  higher  rates  of  pay 
and  would  yield  incomes  above  the  poverty  line.  The  argument  against 
this  superficially  appealing  approach  is  straightforward — there  are 
far  less  costly  ways  of  augmenting  the  income  of  the  working  poor. 

Some  form  of  negative  income  tax  scheme  has  obvious  adminis- 
trative advantages  over  public  job  creation  programs  for  augmenting 
the  incomes  of  the  working  poor.  In  addition,  one  must  recognise  that 
many  of  the  "created"  jobs  would  turn  out  in  practice  to  be  "make- 
work"  jobs  with  very  little  socially  useful  output  involved.  Thus,  in 
transferring  a  poor  worker  from  his  private  sector  job,  society  would 
be  exchanging  his  positive  (albeit  small)  social  product  in  the  private 
sector  for  his  negligible  or  zero  product  in  the  public  sector.  This  would 
constitute  a  real  (although  not  highly  visible)  cost  of  the  job  creation 
approac  h.  Finally,  there  is  the  problem  of  the  morale  ami  productivity 
of  non-i*obr  public  sector  workers.  They  have  presumably  obtained 
their  joos  on  the  basis  of  merit-related  criteria.  How  would  they  react 
to  the  preferential  treatment  that  would  be  accorded.  |K>or  workers? 

A*  ii  finul  point,  it  import h at  to  note  that  rc*rardle*»  of  what 
<ro  ye  run  tent  pro^nmi  is  adopted  to  tiid  the  uorkinir  poor,  general 
economic  growth  factor*  arc  well  on  their  wm\  toward  eliminating 
the  phenomenon  of  "working  poverty."  In  1 050.  4  s  million  nude 
family  hcmU  who  worked  lived  in  poverty:  in  MKT  I,  tin*  number  had 
drop|>ed  to  2  million.  The  major  rayse  of  tlu>  trend  w;i>  undoubtedly 

'T1m»  ffftnrr  i«wu»«M  ai  h\  *\t\        fli.  *  <>f  %i  nwnii**f  *t(  \**>r  ^*,f>pl»*  *  ho  *  >|*  t  y'li*     unt  uu-mplo>- 
fllHll  M  «l(  Hi  t'*7i  l»*  **n»l  fiifLihff  *!*•  it*u\\  tli  Ihftlf   life  x**\g\  ttUittfrrt  «%|wH»  U'*<rtl|'l'r> ifuuf  w»* 

rt1iUi*tr*l  fieri i  thf         mi  \  jM»  I  \"U  4N»'f$t  1  "Mf.i^i  T 'n4#-«!i  •!■*•<- hh**    ml  !♦»  jwf'^fif  M  \he 

yttt'Mtptnynirut  <  t|trriHiw<l  bv  ail  iti<iii*  tii  *Ur  latu*  Unr* 

9  !**r  lfaii*M  «hrpfasM*|'s  article  ;ii  \ut  l*"t*tical  txon*t<N$     I'u'hc  Smc(  Hmfdfjittt  nt,  Sh«  pff*nJ,  If  tin* 
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the  growth  in  the  productivity  of  poor  traitors  becaus*  of  growth  in 
the  economy.  If  the  1WHM971  trend  is  piojeeted  into  the  future,  it 
appears  that  the  phenomenon  of  working  poverty,  at  least  among 
male  headed  families,  will  disappear  in  about  15  years. 

PuUic  employment  programs 

Placing  the  working  poor  into  public  jobs  is  a  bad  idea  in  itself. 
Moreover,  even  the  notion  that  inpractice  \hrgp  numbers  of  the  poor 
with  actually'  iffld  up  IvT  the  p~uBTic  jobs  that  are  created  is  overly 
optimistic* 

This  assertion  will  strike  many  as  implausible.  How  can  it  be  that 
a  modern  government  like  the  United  States  cannot  set  up  and 
administer  a  program  that  would  accomplish  such  a  simple  objective — 
to  use  tax  revenues  to  place  poor  people  in  public  service  jobs?  All 
that  has  to  be  donef  it  would  appear,  is  to  mandate  in  the  legislation 
creating  the  program  that  only  poor  people  be  hired  with  the  funds 
appropriated  for  the  program.  Unfortunately,  in  practice,  the  real 
world  and  human  nature  being  what  they  are,  things  are  not  that 
simple.  Behold  the  workings  of  the  Public  Employment  Program 
(PEP)  that  was  created  by  the  Emergency  Employment  Act  (EEA) 
of  1971. 

The  EEA  authorized  $750  million  for  FY  1972  and  about  $1.2 
billion  for  FY  197;*  to  create  public  sector  jobs  for  the  twin  objectives 
of  (1)  providing  needed  public  services;  and  (2)  helping  to  reduce 
unemployment,  especially  of  disadvantaged  hard-to-employ  poor  people. 
Has  the  PEP  achieved  its  objectives?  Preliminary  evaluative  studies 
conclude  that  it  probably  has  not.  And  although  the  data  currently 
available  for  evaluative  purposes  are  skimpy,  the  two  sources  that 
'i  have  reported  lukewarm  evaluations— Sar  Levi  tan  and  the  National 
Urban  Coalition — are  not  eoemies  of  federal  manpower  programs/ 

In  practice,  local  governments  utilized  part  of  the  PEr  funds  to 
ease  their  own  tax  burdens.  In  other  words,  some  unknown  (but 
possibly  very  large)  jwrcentage  of  the  program's  150,000  slots  went 
to  fill  posts  that  would  have  been  funded  out  of  local  borrowing  or 
taxes  in  the  absence  of  federal  funds*  Also,  not  surprisingly,  the  charac- 
teristics of  those  actually  employed  did  not  reflect  the  characteristics  of 
.the  disadvantaged  working  |>oor  population.  For  example,  fully  78 
percent  were  at  least  high  school  graduates,  including  many  oldf 
retired  military  officers  who  slipped  in  under  a  veterans'  preference 
clause  that  was  sup|M>sed  to  apply  to  Vietnam  veterans  only. 

In  short,  the  current  small-scale  public  employment  program  is  in 
all  likelihood  a  failure  in  attaining  either  the  objective  of  reducing  the 
unemployment  of  tho  j>oor  or  in  creating  a  net  addition  to  local  public 
services. 

To  be  fair,  one  should  note  here  that  the  EEA  of  ^71  created  a  public 
employment  program  that  is  a  far  cry  from  the  program  urged  by  the 
more  vigorous  proponent*  of  the  public  job  Creation  approach  to 
poverty.  The  Nixon  administration  opposed  the  concept  of  public 
eittjdoyment  to  combat  poverty  from  the  outset.  Initial  forms  of  the 
legislation  put  forth  by  Democratic  senators  were- vetoed;  thus  the 
existing  bill's  structure  and  provisions  reflect  the  compromise  that 
came  put  of  a  partisan  struggle;  inclusion  of  the  word  "emergency" 

*tr  U™»m  »ii't  Robert  Ttwctrt.  "Th*  Enwgmry  rmpJff) m*nt  Act  An  Interim  Amewment," 
JfafMy  Ufk*  Knit*.  June  VfI2  Tht  fuHtc  Emph$m*ni  Program  Am  f>t*lv*te*  Of  Tht  *******  IrUn 
Ctofrfe*,  The  VfttfdMtf  Oban  Coalition.  2100  St  Mrtti,  S  W  .  W«fhir*ion,  D  C 
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in  the  title;  ample  use  of  the  modifier  ''transitional'';  provision  for  an 
wtotnat.c  shutoff of  most  of  the  funds  when  the  aft^Ze  ZtmVloT 

2C13S5  f™""  t,r°V*n*  (about  150,000  job  slots  in  all)  ami  was 
scne<iuled  to  terminate  in  tu-o  years. 

,K"^!!ff:.^e_f,li.lure  ^  PEP  apparently  has  significant  bearing  on 

 jy  rotfef  mopp  »««»*wqiTm»l^^  imiwrtant 

tn*7Ze^Ve*n  *^*t  cx|s<ing  EEA  and  the  proposal  ofTberal 

Elements  of  a  positive  program 

It  is  relatively  easy  to  criticize  existing  programs  and  ideas  It  is 

S^ThL^K*W  "0t  thVmr*r  t0  the  IwverV  P^Wem,  then  wKt 
HJr    ?,  OWin^  Pr°Pr»ro  ha?  ^ur  main  parte-,  The  first  two  deal  with 

T™i  thei,Mt  fV  coTer  ,wo  ^"P*  of  the  >o»nger  poV^^an 
.       taged  male  youth  and  young  welfare  mothers.8 

r/rl^!f"C  H(*'!Wt  V?Wc  Job  <'™t'o«'  was  noted  above,  some 
very  small  amount  of  the  poverty  problem  is  due  to  Ion*  term  struc- 
tural unemployment.  There  are  a  few  older  loiv-productfv ity^KS 
'  r^vfel,threr  b*en.maroo.n«*  «n  a  depressed  area  of  the  Sunt?  or 
are  .victims  of  inflexible  retirement  systems  of  one  sort  or  anotLr 
Whatever  he  cause  of  their  inability  to  find  work  (even  aft" 

nto^rl?in°  JO  >  ™^'  th™  <^re  for  work  per  se  (as  oppSd^U 
income  transfers)  is  a  legitimate  concern  of  public  noticv  anddo« 
create  a  demand  for  a  rtn,  small^caU  public  UplovS  procW 
However,  ,n  order  to  insure  that  this  small-scale  pro^^SCfe 

b?™,ired  implement  public  job  creation  programs  wUI 

Perhaps  the  most  important  administrative  innovation  will  be  to 
stop  using  simple  measure*  of  unemployment  incidence  as  a bashTfo? 

EEA'rffl,,!'<  Hl     °raiT  °!  '■««'«  elipbil^  '"The 

fcfcA  s  allocation  rule  makes  the  amount  a  slate  <;ets  a  direct  function 

their classificatum,  either  according  to  the  reason  thev  became  unem- 
ployed or  aecordmg  to  the  duration  of  their  unemp  ovmVnt  AlthS 
thissimple-mmued  allocation  mhxht  have  been  sul  irien?  ,n  the "SSP 

l»<\  to ,,:^|,,VVS<,m,,,ln,,  ,M>Tr,>'  w"  '"^elv.ovcrlHppinfT  U  e.n 
lead  to  inequitable  allocations  by  area  in  (he  1970V.  Manx  relat.velv 
nrospemus  hnrh-growth  areas  of  ,he  countrv  ie  rlSZSS  hSt 
had  above  averse  unemployment  .ate,  for  thep.s,  '  uiri.  The 
reason  for  tins  phenomenon  has  nolhim:  lo  do  n,th  | to  veriv  Indeed 
t  ha*  to  do  mil,  .something  opposite  to  pove.iv  -  lie  ,,„W«" on  of 

E  ''  :  '"-migrants  ahvays  experience  ulnm-average  tinem- 
pigment  after  ihey  arrive  in  a  new  urcu.  Thus,  lif  j„sl,re  that  funds 
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will  Actually  be  targeted  on  the  structurally  uncmplo^Bl  poor*  legisla~ 
tire  rules  for  area  allocation  and  eligibility , must  utilize  information  on 
duration  of  unemployment,  age,  wage  in  last  job,  reason  for  becoming 
unemployed,  and  so  on. 

In  a  welt  targeted  job  creation  program*  further,  the  types  of  job 
dots  created  must  be  in  line  with  the  abilities  of  very 4ow~productivitv 
alder  workers.  If  the  legislation  mandates  the  creation  of  fairly  high 
quality  jobs  (along  with  moderately  high  salaries),  this  will  greatly 
reduce  the  probability  that  the  poor  will  actually  be  hired  to  fill  them. 
Such  a  mandate  might  also  create  serious  inequities  between  the  work- 
ing poor  in  the  private  sector  and  those  structurally  unemployed  poor 
who»end  up  in  the  public  jobs.  In  this  regard,  the  s access  of  the  very 
small  ($30  million)  Operation  Mainstream  program  in  placing  aged 
unemployed  individuals  in  modest* public Jobs  should  be  studied. 
Income  Supplements  for  the  Working  Poor,  The  Negative  Income 
■  Tax  (NIT)  approach  to  alleviating  the  hardships  associated  with  low 
*  income  status  is  discussed  elsewhere  in  this  issue*9  The  working  poor 
need  more  money  income — that  is  their  main  problem.  Any  program 
that  will  simply  place  more  money  income  at  their  command  com- 
mends itseU  Apth  on  the  grounds  of  cost-saving  efficiency  and  on  the 

rinfis  thaMt  would  cause  the  least  amount  of  embarrassment  for 
working  poor  people. 
Why  has  such  a  straightforward  anti-poverty  policy  not  been  insti- 
tuted f  The  main  reaM>n  appears  to  be  that  mass  uncertainty  exists 
with  regard  to  two  issues:  (1)  would  the  existence  of  a  negative  income 
tax  induce  a  large  number  of  working  poor  people  to  reduce  their 
work  effort?  and  (2)  would  any  negative  income  tax  bill  that  was 
.  passed  be  in  addition  to,  or  a  substitute  for,  the  current  rag-bag;  of 
in-kind  income  supplements  that  the  working  poor  already  receive. 
The  results  of  large-scale  work-incentive  experiments  will  become 
available  soon  and  should  shed  some  light  on  the  first  question.  The 
answer  to  the  second  question  will  involve  clarification  of  just  how 
to  treat  in-kind  income  (e.g.,  public  housing,  food  stamps,  medicare 
and  so  on)  in  our  discussions  of  poverty  lines  and  appropriate  levels 
.of  income  supplements.  In  the  interest  of  a  sane,  consistent  approach 
to  the  poverty  problem,  irvkind  and  cash  income  should  both  be 
counted  in  determining  levels  of  need  and  program  objectives.  Thus, 
if  the  in-kind  programs  are  to  be  retained,  then  the  level  of  the  cash-* 
income  supplement  does  not  have  to  be  nearly  so  high  as  if  the  in-kind 
programs  are  to  be  discontinued.  - 

information.  Financing  and  Motivation  for  the  Young.  The  govern- 
ment should  refocus  its  entire  manpower  effort  so  that  it  deal*  exclu- 
sively with  disadvantaged  youth.  A  major  strategic  mistake  of  man- 
power policy  in  the  I960'*  wa>  government  involvement  in  problem 
areas  in  which  it  had  no  legit. mat*  interest.  I,* rye  numbers  of  non- 
disadvautagrd  adults  passed  through  the  portals  of  the  MDTA  7 
program.  Many  observers  took  this  apparent  demand  as  evidence  of 
program  effectiveness.  However,  subsequent  follow-up  studies  failed 
to  discover  any  impact  of  the  training  on  the  long-run  earnings 
capacity  of  these  "trained"  adults.  <*nc  can  only  conclude  that  the 
generous  training  allowances  created  the  apparent  4lemand  fbr  this 
program. 

•  Hre  thf  wIjcH  bv  K<»N  n  \U  Vwn,  Larry  S*nfHl  v\4  Htctuvd  f'«HJ# 
f  Manpower  Vt\rU^un  <  \  jj  i  T raj n nt*  Act 
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But  this  is  not  surmising.  Hie  private  market  sector  is  an  efficient 
engine  for  getting  much  human  as  well  as  physical  capital  financed 
ami.  produced.  The  only  situation  in  which  the  private  market  mecha- 
nism could  be  expected  to  fail  would  be  in  the  case  of  the  disadvan- 
taged youth  who,  because  of  lack  of  information,  funds,^uul  motive* 
♦  tion,  failed  to  make  the  requisite  investment  in  human  cjkpital  at  the 
crucial  early  stage  in  life.  This,  then,  should  be  the  focus  bt  manpower 
\*A\cy  in  the  1970V  Manpower  policy  should  be  integrated  with 
policies  toward  high  school  that  involve  dropout  prevention,  career* 
counseling,  and  so  on.  In  fact,  it  would  probably  be  a  wise  strategy  ' 
to  drop  the  term  "manpower"  altogether,  A  better  name  for  the  ' 
overall  program  should  be  "Career  Development  Assistance."  Its 
.  starting  |>oim  should  be  the  early  years  of  high  school  ami  it  should 
make  available  to  the  very  young  man  a"  veritable  avalanche  of 
options  including  Job*Corps,  on  the  job  training,  two-year  college, 
four-year  college,  migration  assistance,  marriage  counseling,  psycho- 
therapy, and  so  on. 

Young  Welfare  Mothers.  ¥he  problem  here  is  how  to  prevent  these 
young  girls  from  joining  the  welfare  roles.  The  current  manpower 
Micy  approach  to  welfare  mothers  (the  Work  Incentive  Program), 
although  it  has  increased  the  total  amount  of  work  effort  among  AFDC1 
mothers,  has  not  made  a  dent  in  either  overall  welfare  costs  or  case* 
loads.  The  only  realistic  solution  to  the  dependent  children  problem 
is  prevention  Somehow  programs  must  be  devised  to  make  a  your\g 
girl  growing  up  in  the  ghetto  feel  that  she  will  be  better  off  if  she  fore- 
goes  the  welfare  life  style  and  opts  for  the  standard  middle-class 
ylifc  style,  avoiding  illegitimate  births.  What  kind  of  a  program  will 
Woduce  this  result?  This  is  one  of  the  major  challenge*  for  social 
Research  in  the  1970's, 
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Thi  .NAM  recognises  fully  the  magnitude  of  the  unemployment 
proWtfli  and  its  chart  row  meets  on  the  entire  economy.  We  believe 
that  the  concept  of  expanding  pnblic  service  jobs  to  take  up  the  slack 
tn  peneds  of  substantial  ttnempioymcnt  has  much  merit. 

We  Mfeiiet  opposed  to  that  concept  in  principle  or  in  total  However, 
we  do  behave  that  this  JUtoptan  concept  of  the  guaranteed  job  for 
evavroM  aa  would  be  provided  in  H.K.  50  would  present  serious 
*  mtmuM,  and  we  behove  that  these  problems  would  outweigh  the 
bajmSts  that  this  bill  wtnild  offer.  * 

therefor*  fee  on  record  *s  oppoamc  H  B  fO  as  presently  written. 
Thf*  are  a  number  of  tw^ns.  Ftnt  of  aH,  we  believe  that  under  this 
h&  yen  would  have  a  good  many  unqualified  people  entering  the  work 
fares.  #» 

Second,  we  behove  that  this  legislation,  as  it  is  written,  would 
probeWy  produce  an  imbalance  between  Nying  power  or  demand  and 
production  or  «tpptj  of  goods  and  perpetuate  what  we  think  is  the 
p reseat  urfbiionary  spiral  whkh  hopefully  will  begin  to  abate  but 
whk^  under  th?  provisions  of  this  bsfl  most  Hkety  would  not. 

Third,  we  feet  that  the  tremendous  coat  of  the  program  as  outlined 
aTH.R.  M  wooJd  outweigh  its- benefits 

Finally,  we  believe  there  are  number  of  defects  and  ambiguities  in 
the  actwarwtnaetmw  of  tbo-btH-wtecfa  ought  u>  be  brought  to  light  so 
that  there  is  opportunity  to  correct  them. 

We  believe  the  biffs  spot****  are  reaHy  providing  a  legislative 
vahicis  for  job  applicant*  to  one  the  Federal  Government,  not  only  if 
they  feel  tbcv  have  keen  ttafatriy  treated  in  their  search  for  employ- 
ment, bat  if  they  fed  they  ear  not  being  paid  at  rates  bearing  a  positive 
ramttonsbip  to  their  qualifications*  experience,  and  training. 

Clearly,  there  ate  no  wholly  effective  criteria  which  cotiM  possibly 
bfdeveloped  to  determine  tfua  relationship  in  individual  cases  and  to 
Jmod  4h*  xrourt*  *itb  f heee  kinds  of  cases  w  eteariy  unwarranted—  — 
_Wet  also  believe  the  injection  of  people  not  rontpetent  to  |>erform  a 
job  in  anv  enterprise  would  undoubtedly  slow  down  or  disrupt  ihe 
precept  of  that  enterprise  and  indeed  its  effiriencv,  We  do  riot  believe 
this  is  in  anyone's  interest.  ' c 

Another  point  we  wish  to  make  is  we  feel  there  i*  a  daiucrr  that  the 
strttrture >  of  tht  work  force  growing  <miC  of  the  mc-hani^m  em.f  ame«l 
in  the  bin  could  he  overweighted  on  the  hide  of  the  *ector  nm I 

♦bis  could  be  unhealthy  in  the  long  run,  even  unlH-aHlner  |>rrha|h» 
than  the  normal  rate  of  unemployment. 

**VJ\  ^ajlfcjfajiiwtf;  Smtmmk  4  ten  *4  Itwuanliui  it  in  <  dummy  orrr  <te  fiufrpfavt 
5f*E**yfinai  \9  cmarwl      ;t  j4mBytii  pr*  w4  rt*i  c  <*<n>**<HuU  <i*#^»  *       J«w  Juh  IV* 

_*>  a^fnaw'tyJs 

tmmtf  pnt*uu4  on  NarHl  H.  1*7.**.  t*  fctr  i kr  r»bca<«»iwr  mi  tjoti  Op*an»rrt<»r*  fh# 

fwnin>im>i"f^  oppwiaaay  «n  r«s  aawaa mm  an ." 
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It,  insures,  we  believe, -that  the  consumer  buying  power  will  continue 
tojjscsJst*  Across  the  board  without  a  corresponding  increase  in 
production. 

j      There/ore,  the  prices  of  the  limited  supply  of  goods  w  ould  continue 
tonf«**Wing  further  fuel  to  the  fires  of  inflation. 

While  this  would  be  true  to  a  certain  extent  in  any  public  works 
nrogran^mjhe  scale  contemplated  here,  the  problems  jwsed  would 

Tb*  number  of  people  in  the  Government  on  the  payroll  would  be 
outof  all  proportion  to  the  number  employed  in  the  private  sector 

Une  further  concern  regarding  this  kind  of  extensive  public  employ- 
ment program  is  the  substitution  effect.  That  is  always  a  risk.  By  this 
we  mean  the  drawing  of  low-paid  full-time  or  part-time  workers  out 
01 45?  P™**  I***™  »n  search  of  higher  paying  public  service  jobs 

there  are  complex  problems  involved  in  .determining  the  tvpes  of 
jobs- to  be  made  available,  who  should  get  them  and  the  waralevel 
*  necesaary  to  attract  workers  into  the  programs  w  ithout  drawing  them 
out  of  the  private  sector. 

We  think  any  policy  of  incorporating  an  extensive  public  service 
jon  program  must  consider  these  questions  carefully,  and  a  program 
of  the  type  contemplated -here  would  face,  we  think,  substantial 
proMems  in  this  regard. 

We  are  concerned  about  the  very  real  possibility  that  this  kind  of 
program,  an  expansion  program,  would  aggravate  the  present,  unem- 
ployment, situation  bringing  people  who  are  presently  really  not  in  the 
joo  market  into  the  job  market. 

We  do  not  see  the  point  of  a  government  funded  program  that 

^?nJ*  9pf?£y  Troei  ,with  P«"^ing  jobs  for  those  who 
normally  would  be  in  the  work  force,  either  presently  or  woultl  wish 
°*u?"-      p^aetti  Vrcumatancea,  becoming  a  bonanaa  for  (hose  who 
otherwise  really  would  not  want  to  be  in  the  work  force 

,;V^„P°^t  th*fc  we  want,t0  make  »  that  we  believe  the  members 
ot  una (committee  must  consider  the  cost  to  the  people  of  this  country 

d^ved?romit*tl0n  *  *  **  COmp*re<1  to  the  benefits  to  be 
-J^nfuP°i!nif  t,hat/oncenw  us  is  that  there  is  no  limit  provided,  as  I 
ended  as  I  readmit  rapleraent  Ulis  Program.  It  would  be  -»nen- 

We  believe  that  the  cost  of  administration  alone  for  a  program  on 
'2*  "ft  woul.tl  ^.  phenomenal.  We  have  the  Job  Guarantee  Office 
j  expanded,  local  training  community  job  boards,  a  reservoir  of  public 
i  service  and  private  employment  projects,  the  Standby  Job  Corps 
and  Community  Public  Service  WoAc  Reservoirs,  all  within  each 
I  community, 

j  In  addition,  section  5(d)  provides  for  "special"  assistance  including 
put  not  limited  to  counseling,  training,  and,  where  necessary,  trans- 
portation and  migration  assistance. 

iJrJ£CtU*U/  em£Ioy  an.d  P*X  for  all  the  people  who  show  up  at  lh<* 
t-u     «  n  66  01866       emt  m  enormous  sum  in  tax  dollars, 
llie  inflationary  impact  of  this  proposal  cannot  be  overstated. 

"?renhfn  our federal  budget  deficit  is  skyrocketing,  the  an- 

iroaca  in  H,R.  50  needs  close  and  thoughtful  re-examination.  We  note 
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that  the  committee  ha*  made  the  control  of  inflation  a  priority  item 
in  section  3(c)  of  the  revised  bill. 

Yet,  we  submit  that  the  very  nature  and  extent  of  the  bill  itself  are 
not  compatible  with  that  goal  The  net  effect  of  the  bill  will  be  a  rapid 
injection  of  money  into  the  economy,  creating  a  demand-pull  inflation, 
at  least  in  the  short  term,  which  will  only  exacerbate  our  economic 
situation. 

There  are  inequalities  in  this  legislation  thai  cannot  be  overlooked. 
One  of  the  most  obvious  is  the  bill  s  approach  to  compensation,  which 
we  believe  clearly  violates  the  principle  of  "equal  pay  for  equal  work." 

The  bill,  as  written,  could,  in  effect,  provide  for  vastly  different  rates 
of  pay,  based  on  prior  work  experience  or  even  based  on  education.  . 

This  seems  totally  inequitable,  and  would  create  tensions  on  the 
job  in  addition  to  the  strain  on  the  economy.  This  pay  differential 
would  be  established  regardless  of  whether  the  individual's  education 
or  work  background  is  relevant  to  the  job  in  question,  as  we  read  the 
bill. 

The  task  of  effective  administration  would  not  only  be  prohibitive 
in  coat  but  impossible  from  a  practical  point  of  view.  The  multiplicity 
of  institutions  called  for  to  carry  out  the  provisions  of  this  bill  is  stag* 
gering  and  any  coordination  of  this  mammoth  structure  is  almost 
unimaginable*  We  urge  the  committee  to  carefully  reconsider  the 
enormous  administrative  problems  inherent  in  such  a  proposal 

We  do  subscribe  to  the  need  for  public  service  jobs,  out  only  when 
such  a  system  is  clearly  thought  out  and  constructed. 

Public  service  job  opportunities  made  available  through  existing 
channels,  in  addition  to  full  use  of  the  unemployment  compensation 
system,  present  a  far  better  alternative  than  the  mammoth  and  un- 
workable system  envisaged  by  this  legislation. 

This  is  not  to  say  tHat  the  present  system  cannot  be  improved 
upon — but  H.R.  50,  we  do  not  telieve  is  the  way  to  do  it. 

We  believe  that  efforts  should  be  directed  primarily  toward  stim- 
ulating the  productive  capacity  of  industry  and  increasing  employ- 
ment opportunities  in  the  private  sector.  There  is  a  desperate  need 
in  our  country  today  for  industrial  expansion  and  we  need  broader, 
more  comprehensive  training  programs,  especially  in  the  private 
sector  to  improve  the  performance  of  those  entering  the  labor  force. 

Such  training  programs  should  be  geared  especially  toward  upgrad- 
ing the  skills  of  women,  teenagers,  and  minority  groups  who  have  in 
the  past  found  it  most  difficult  to  And  jobs. 

Only  through  such  an  approach  can  we  insure  that  a  rise  in  our 
Nation's  overall  productivity  will  accompany  an  increase  in  numbers 
of  people  employed. 

Let  me  close  by  reiterating  our  concern  about  the  unemployment 
situation  faring  our  Nation  today.  We  do  not  want  to  be  adversaries 
in  the  search  for  better  ways  to  combat  this  problem. 

More  jobs  mean  increased  buying  power  for  industry's  product*.. 
But  tie  urge  this  committee  to  abanilon  consideration  of  this  unwork- 
able bill  and  to  turn  its  attention  instead  to  constructive  proposals 
for  improving  our  Nation's  economic  heatlh. 
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P**i<  it  dial  dfey  alow  dto  joMtofcfcr  to 
f*r*rf*i  hr  in  ft  for  die  nrnvt.  A*  On  rid 
O.  Wibeo  of  d*  wV*to«  Cfo4#  write*; 


.Yew        wW  a 
**J**drd  gmtelimt.  „ 
fmrmm  mad  rtmi  r*ft 


mmfacmrvn  mf  m*l*$m, 

WW*  MTtfWriVWrf,  f  ww 


«rfrw^wfo 


wV  «<?rf  /erf  M*v  totoi  Wmmu  «bww 
wwy  mtor  #/  kmrtrnterrm  wwd  tojdton  #/ 
«Mto%r  . ,  DWtoto  <4ow  member*,  wW 
*toto#  fi*td  tmnthmd  Ay  tov  c%*f*m* 
tie**,  Mw  Arum  mmT  aW  jvn**  *r*«ro* 
implead,  *****  UiM  t*>  m 
 wto  aV«m«  wW  wWy  wrr  mmAom 


tt  Whe  cm  mtot  tow 
I  wfcrtoto  •wHujf  «|  wwtfwrw  mmI 
wmtaplpyto  1  !■  toi—  wrttowtoi  1 116 

wiBtow  to  dto  CWy4rr  omt?  Brew— g  tW  cwwwj 
trtttog  4  teigc  6rm  fwtl  wre  ownHtow>  wmw> 
wwfiMw  wtoj  wWtom  irteto  dto  cwwto  W  iwwwm 

if  ww  iwittofty  «m*S — becmnc  todrrwl  ^ 
o«wltow  program*  ahvwys  *rn»  prHrrwUr  to 
Aw  toftMfvw  wf  toMnwnwiw—  *to  cmy  totowwew 
«»  *ft«tr*M  of  mtic i«  cww»  wwd  Mt»  tofl 
towd  to  (tof  wrttoW  by  fwrrrwanewt,  trHcihrf 
tor  OTA  wr  tor  CVr4rr.  Bto  prwdwetitito 
»  lr  5.  iwdwwCry  ftoHtocv,  dim  tn^  dto  <to» 
grr  ftVwt  wf  dww  |w4  crewttow  wwd  wVfdwttotowi 
tvHtk  >*  «a  wwcffrwtm  wwd  wgjdVwtoytwf 


,   '  »^«tow  ^T  ^-™w 

#mtoi  «>  wW  ^wMnt  fwtofrrr  <***  wto 

dm-fft  of  fS-wkrd  OKwr  trwiert. 

Yet  rKrfr  »  w  flc«wr  to  wwidt  wrofwr  m*  to  rt 
^or  ff.r  wMmcy  p««fwV  wHto*r  www  dor*  noi 
rw4d  w  prWH-  <to  poi  hwrr  /wU  wt  wit  A  toorw 
cwwumm  (ma  tor  www*  »«of4«  <fe  wbcw  (Jtoy 
»r«  «fwAd«n||  wtoftry  rwrwrd  by  odton  i*  ecu** 
WB«p«tow.  wwH  oto  wwwwl  wwrd  for  whmi  profrfe 
dw  wr*»  dtoy  wrw  wwf  to  a  hr~thc  jwtr^ 
^imwy.  TwrtofMj  dto  cowwwiyttow  wad  lrt««M« 
of  HMtoidiwrd  «r  "ctowtcwT  pk*  toto  «tifrtfr 
Utotod  to  idndkwwT  wwd  Mrrwwctoi  ***** 
ricv  vbOr  wt  Aw  «*me  ttoto  o^wrxjMf  tbe 
Mt'nUk*  wf  tbc  pmwto  «ccttc  m  w  wrwbwf  m< 
raor    t*^  iny  wwity  wwd  rrwinrhtom. 

Sciw  pb*  m  wwrdb  fW^pwrtiwf.  6<K  wjl  wl 
qWwi  itoWM  #»  dto  |to>wWttow  Iwbwr  wf  wdtorw. 
TW  prwJtlprwltow  wf  itotorwwwi  drjwrwwV  ttoirwty 
*w  «V  rwtor|prwjcw<  wf  prwAtw.  The  y 

,  HwiWj  WwjrtgL  ,1  4 

'  meh  rrjfkwm.  lb  w  ^ 

^  rwfnpr.w«wjdtow  wwd  Iwbwr  wrw 
•Mlwinrd  by  gomtvueot  Cmr  y**r  twtowwtol- 
wMr  miRwn*  of  pwwi  bwwtowwi  )e6t  wrw  dw* 
nroy-rl  todtrrctfy  by'toWwKtow,  fwwrt.  wwd  ^ 
brgwftow  n^ndwltoww  wfl  bwtdtofy  wwwwwrtod  by 
Urwr  f  owwrc^wtowwl  wiw^wnltow.  8w(  Irf  iwwwe 


Fcalhrrbcdding  m  MawwchitwrtU 

Ha  rim;  «rtfrr  much  wf  wiy  liir  to  New 
Yorb  wwd  Mwmwdtosrtto,  t  kwww  thr«w 
tirw  wtotwr  bm.  York  bw*  wf- 

frwdy  roottord  wtodMrrcrwd  Wftow* 
Iton  for  i|«  bwrrwurrwUc  wwd  wwwwciwl  tuctmr*. 
0w*  for  the  rrrwttow  of  atrwwwwfjrto  work — 
Itrm  mV ••4w^w>icFTwCTwW wtor^T" 
lio*  wro«md  Bo^tow  to  dto  fod«rwfty  fwwxfrd 
modrrw  <Wm  el  dto  Brrkwfarow  -Mwwi  wj  bw> 
*r««  i«  rocarrfr  wittarf  prrr.  TWwjb  dto  foto 
HTtK  fW  ComfftowwrwM  tod  dto  wwftowj  to 
guwrwwjti  iwt>  crrwiiow,  m*4  wo  tow  Utowi  57 
percrwt  of  tfw*  f^Hr't  net  job  growd)  CWWWW 
frorw  CTfA,  Hmr  fbr  fodmd  wotrrwwtowt  wf* 
prwtod  to  br  creatiac  fabi^  wwd  the  *tnt*  mm*. 
rrwwwm  (my  roffwbtwwtod.  Dwrawr  eW  tow 
y*  wr*  wtW  f^T.  dto  CowwwtoWtowwIwVr  bmdgH 
fir**  hmm  $700  wwwtow  to  f  I j>  bJtoto  wwatfy 
tripltof  iw  md  tornww  •rkito  dto  powwfwftoW 
rovr  5  prrcrwt 

CMtfrwry  to  tJw  wtdtowtowd  itopwtwiuw  of  W 
"Swabcl|M  biwr  iw  the  JirtrdvwCtow  of  frytora) 
mwwry.  fH«r^  tod  tor  dto  Arffow  rowr  Hrwdlry 
dmtim  ffrtf  wrriod.  After  wrtrrwl  yvwrv  of  wow- 
toriwf  by  wwrdtowwtorw  owtotok  dto  Coocral 
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3Mf  AMMMMto§  Otkm  to  HT7  fcM%  m#4*  m   mi^mmkmi  Blew  fUmmmk*.*  Tms  n 

the      ^yfr1 £*y f s**™* * ***** 


GDONOMY  S*»l!SSlW'W'l,r 


»4yto  mm  Urn  mmmmM-mm  *» 
J^jjh^  iiY     fa  Vim 


tl  lilllKl    Hi  MvliMyM 


t  NmImmI 


to  mM  Imb  M9n% 
torn  a  pwiralt  Ml 


mHjt  <crtinc  tor  *V  fctob  wmmM 
mMmmmmmi  I  ,  (to to*. 


wt  »*»»  jwMto  sss!  fcc  s  X^.V  w  crrx  srtyyi^^s 

V-  _  T.^i    ^Ti^^^^^  w  ^  Tmtmrm  JH  PfW  MMMfMOVIIMMl  KM  MMM- 

M  f|MW  MMMM  W  flM,  I  MmMMMF,  M  At  plvjMMMT  NMMJMto^  tMPi  MNfl  jtffcfeMV 

h— »    Jw  owMMy'i  wwt  pwwttotow  fitoU  ^  i  ci—  te  30  mwm*.  U<  -wry, 

««*~r**»  ««J  «  «         W  mKmkmI  fc*»V  kMMMf.  m*m  mm*  hm*m  mmm  wm»m 


frWMi  MJMv  JMrtf  #f  As  ImmL 


Tg  WMUfftMpKw  MX  torn  WWgtof  KtoiilHMIvMMikii^V#rii 
»  dmMi  Im*  toMi  Im»  *»»  toll »  homIm         *w  MM*  •<  *w  TmT*  Mri  «4a  i  mm* 


Mil  (to  INV  197to  m»>  25  WWM1  m  tort  m  4mmW, 


«14 


a  to  i  

^  fr»  nJn  «M  win*—  fcf 

 t  ^  A  J_  i_   *  „ 
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^n**-*^,^^.*^^^  «^k%  *****  pZS« JIjlI 


i 


   *.   *  *ew«kl  hmtnntn   tmvrd  MM|,W 

TV  m«rlrt  io  Klf  fuHillmcnt  <f***r?' *  *"  "*«*  *• 

— '   ■-•  -  ~.  .  »*x*rn  rqnmmea  their  own  hmmm  c*prt«l 

i—  FiJS?^^^5^ 
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**ifadeer  werfc  w  »tb  no  hoary  bfttof 
hmBamjm$  a  bm  mm^tm^ ^ el 


wbe  of 


rim— flit  and  tob  ihnl^mi  w*b  brecb  Ml  **TW 


et*«l 

ft  naey  indeed  be 


Wet* 


a  wbet  tuopto  wil  pay  other*  to  de> 
rbay  ftoaf  i*  tnaaoeaaent  or  dajbrvfc  to 
amVv*.  Brmm  wsfc  it  rnariaflr  nn> 


epp^oHnn,  rt  i#  <ton*  HlfHk  tmder  tbe  s^er  of 
•  mtoptdtomejteeJ  ee  material  nccratiry.  The  t**t 
/ftJ  »5  i*  tnmeiry  m*  emrhet:  U  the  job 

Cites  neat  peopir  vil  pay  to  km  ii  dMrHi 


i  by  die 

T  Thr^c  c—  iiraiofi,  which  are  pm\* 
pmhk  m  tbe  rmr  tettore  el  tbe  fob.  are  whet 
dj*b*fwtftJ»  work  from  pity  or  from  make* 
work 

Mo«t  CI  T A  job*  tit  not  work,  errn  trwngh 
tbr?  ere  tomrtimct  nmfktomWL  At  prearnt t  one 
tide  of  the  baB  proridra  *o-c*J$rd  work  ri- 
pe rwnca  for  •pfWc  900,000  m?pown  ^wd 
poodle.  But  the  yomb*  tJnainint  one  mm 
thr  f  mpfinem  of  it,  Tbe  onea  interviewed  by 
Vocational  Feamdattoav  Inc.  ( V'Fl  >,  raPed 
th»»if  time  in  the  Neighborhood  Vouih  Cocpe 
«  '  and  «  "(mtr."  '  Moetly  the  kvh  ju* 

go  to  the  perk  or  Ibc  beech  jnh!  bk*i  nxeeod 
tor  tbrir  irtonry,**  our  fob  cwnwW  *ei«L 
"They  pt  the  idea  that'*  «  job." 

in  ant  rrem%  tbr  b*Jk  of  CtTA  job*  in  the 
fete  WTO*  wntl  MX  to  poor  youth*  but  to 
thr  middle  rto*»,  who  eJae  wished  to  jrowl 
work,  is  thr  mow  of  ^f*»pre*«*on,  without 
■  thr  e*ru*r  of  *  prrrjriling  welfare  culture  in 
tbrtf  foewminifMw.  la  1978,  $8  biflton  of  thr 
Henry  mut  to  p«y  the  Mdarica  of  whifr-coJta 
and  Wue-coJi«r  municipal  worker*.  In  *oroc 
rrtte*.  Itkr  tVtroft  and  Nrw  York,  menf  of 
th*  pb«  wrre  kf  Hiia^Hr,  Thr  mi^ieece1  of  tbe. 
prtogrem  A0ewrd  cctfam  big-cif|  euyof*  to 
etoid  feting  tbe  Jiftraft  cbutom  mlanVd  by 
their  r«orf»ftoAt  •rttfrmeot*  «nd  pct»Wo#»  JtfTro- 
nrfld  with  pnbhf  ■*cyn<r  mtofm 

Inrfrnftinffr,  tio<rtwr>  **  the  (TTA  pto- 
gnun  eMtuffPii  tbr  ^r^etopoor  brnjin  to  t«m( 
i<  to  Ibeir  •**  rooV  C£TA  money  bc|^n  to 
<rep  ep  to  fbt  me«t  pcraUsr  pteeee,  fmenririA 
tbc  ctfoit*  of  rnoVel  fihnmebcse  to  OHr«yt>, 
ertHfe*  coltofltw*  in  Gwnbfidgr,  nmf  #  mod- 
rro-dnncr  tro«pe  to  thr  BHt»b<***.  fr Aisled 
eemmmaty  OfjUQirm  cUm  brmJ  ibrntrd. 
■loto)  with  (|or-fi|htt  afrit/tat,  rumpfbr*  of 
rennenleaUy  dnbton*  dele,  end  protovl'mobdtt- 
en  «§d>«n*(  nnrknr  p4»^t«.  *U  v«g«r]f  wprr- 
rtond  by  e  Lu^r  ponytotnrnt  of  mtptof  fnrot 


Wbet  eecb  >ebe  trremptiib  (or  flMtoy  ei 
Utok  beUm  mmtk  of  dto  tinw  b  to  /4ey  <ber 
cwry  »f  wkmt «  yob  to.  Hn#drr<b  of  tbownni 
of  Anvnceee  wen*  e**y  dto  iimrtornbto 
yeere  of  tbrir  yettdni  nnnynnnj  tbnt  tbr  wefid 
wm  tong  pey  fbew  to  e«prvw  tbriiMetVe*  in  e 
ctretite  n/ny,  tbnt  «  tob  &  *n  rvwrooo,  to 
ivhfcb  von  otebe  wo*io»  or  dene*  or  nfiuor, 
or  write  rmpCy  bttore  for  tocwnWri  of  Con~ 
gvrm  Tbrw?  yotttbo  are  onfy  pnrdy  to  bUanj 
Uff  tbrir  plifbc  Ube  wdUxe  mripionto,  ihey 
oftm  work  bard  and  tncntoto  mncb  4  more 
than  tbry  know  f  to  aenware  tbnx  #t**curc*. 
Far  mow  ax  fank  ie  tbr  pelitknl  order  tbnt 
fotorre  dwe  *HJ-dc<<mct4»c  mad  aeeiefly  no«iw 
brbarior— tbe  adwk»  who  crrnto  tbeae  inaidt- 
o^  tyatoma  of  drpeneVncj  nad  aclf-fntbda^iace. 

Job  drwiepjajcnj  or  cirat!5«.  it  to  bepprns, 
»*  vmrihing  gorcrnnarat  only  rsrHy  doea 
wrtl.  Distribtttine;  morwy  it  can  do  w.th  grrat 
rnVkmcy.  0m  wben  tbe  pnblk  g*ew»  rr^wntful 
of  welfarr,  Weabtoftoa)  eonttonee  it  in  tbe 
gwV  of  HiOnboring  work,  wbwb  ra  more  ec- 
reptobb'  to  tbe  public,  *»  we8  *»  more  jp- 
pitting  to  poerntiaj  rre^arnm.  Tbne  tbe  we*- 
fare  i»Ulr  eipamb  by  ooWinn  more  attractirr 
porkaitfnK  for  iff  prodncfe  Beneetb  the  »nr- 
fare  it  h*  thr  «ame<«4d  trap  o^JepemJrncy 
and  ttrfnorait^ation,  be  it  for  tfiMtdividual  or 
thr  corporation. 

Qpifiilijine;  oo  failure 
"li 

Ji*t  "jfujnolrr  T  Ami  "creation"  programa 
oVcii  thr  un.tff»Uo<linn  that  job*  are 
to  «omr  r\t<  nt  created  by  thr  workrr. 
wVtrwr  a  hfc-kla^iT  or  a  magaiinr  rdi- 
tor.  a  janitor  or  an  *drr+\  m  ri*r\«tT9tr  *\rr». 
tivr  ot  an  j**<mW>  lifH*  ni/fk^r.  t/nlr  thr  ji4f- 
hobbf  ran  final U  ^u^rjnKT  Hir  t«b.  bv  fhr 
ad  of  <mppl%iflg  IjUrr.  un^fftnm*  hardship, 
arhw*mg  di-tinefmn,  tuirtm^,  \tfnht,  hvw- 
evrr  wfiiH.  iftu*  |N-iofnff»j(  |.«^t  «»f  {{^  •tfrj^t*' 
f?y  whxh  human  Mr  im^v*-*  it-vHIf  In  thia 
rtJort,  ob«t4ri***,  -urh  4-  <f c DminJtM/n.  »'jrl¥ 
rejffrtton.  or  rrrn  funkroptrr.  oftm  rhnl 
bighev  afhirvertwnt,  rmpr\hn{  the  »»<«fkrf  to 
find  ttf  imrnt  for  him*rff  j  nr«  ta^k.  or  a  new 
<-«*npsnv.  When  Boring  trrtrr«i  nraf  collapse 
m  ibr  rarfv  1'iTlK  IanI  <tlf  frMHi*an4«^f 
workrM,  few  <4r*rrw*  -aw  that  errrrt  a«  a 
boon  for  Sratdr.  Vft  lyid-otf  Boring  »»orkrr» 
and  technician-  -tjrtrJ  <ofr^  of  -null  ho-»i« 
t*r**r*  from  rk-rtrnnK*  firrm  jai  -Jjf  panr! 
faetorm  to  an  importer  rt^  *prfi»h»  roffrr*  ro< 
the  entire  Wr*t  C.o*«t. 

Si ocr  Wtfrld  War  If.  thr  group*  (bat  hate 
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fdMk  ai-wMn,  Iwhiii^  *e  )m,  k»g 
VKtfen*  #|  b*o*>  the  JojoMarar,  MNtnted  in  coo 

tmnwrnlm  *****  to  CMlhnmt  dbrfcoj  mr  ** 

lin^  iif  Lt- -'         «t,.a  ■ 
^•^^-^^  ^^^^^  of  w  Orflr — 

►  pwfrred  *M  (he  pnmmmt 


^^^^^ow^w  POBWJ  Of 

ofi 


A  OMiral  troth  of  Ametkm  battery,  kmn 

tW  feftftfaiT  19  th*  crwobtr  #1  il— Mf.llilll  to 


•rtieej  or  pmnawt  mtfrt  iWeofc, 


etrd  aericfy.  The  fro***  due  htm  eWt  went.  an\ 
hke  cmcr  wrwhkr  WASP  Utntlw*,  boer  offc* 


!  wrto  the  dVpe** 


kfri   „ 

iMkrrd  by  f^avrwowwl 
<Wt  of  the  wetfore  cvkurr. 
'  Soawe  of  Ac  fir  Mr*  tucmata  ortetrd  with 
thr  Ivm.  For  ciompje,  to*  f«tn  o*»  a 

Lrboatcte  fotwdy  armed  m  Loa,  If  f|w 

*ewe.  with  a  few  dehor*  and  fewer  word*  of 
tf*^k  The  Umdy  io*c*rd  the  doatat  m 
main*  **  aUM  «feo*  brwdr  the  rood 
oo  the  edge  of  town,  ood  *****  *ebVof  eea*> 
tabic*,  ri^n^  *t  frrc  every  wtneoino;  to  drir* 
rfowty  a  ratmhacUc  Cntcfc  a  fcoodrrd  oujrt  io 
fmnw*  m  the  (Wrdico*  VoAVy.  where  they 
p«rrho*d  the  beat  eoeda  they  coadd  ftttd  aa 
rheopJy  m  poojcbar  Io  «fl  the*  «mh^  «  Lor. 
It  «oo  a  fW«f  fwfrrpnwMtfUl  prriormene*-- 
arbrtroe*.  identifying  prior  dtwVccfttinb  in  <ki 
fc-frn*  inartcU.  ood  r%amMmg  them  by  labor. 
Bot  brra**  both  the  labor  **d  the  iowght  wo* 
fctUr  coaytwoard,  wo*  in  j  *r<Hr  inv^bly 
Mtrd  «»d  torrid  io  the  «4err.  Afl  rbtf- 
wrrr  MvfCfi  of  tccwmtdiMion  copiiof  m 
thry  bonded  «bo«K  ffcr  plocr.  TV  <ferr  rr- 
mowed  oprti  lor  too«  boor*,  c#4wd  check*  tee 
«od  bepo  to  build  «  dirolrV 
TV  w«»  hi  the  n%  rhddfro  <»Ho 

^T*  the  fomdf  dVro  io  ibr  •totHtic^  of  p«r 
c*P*lo  poverty  Uof  oArr  iit  orriroJ)  ood  io 
tbe  e^m^twrmioJ  vwm  of  tbr  owtwr.  which 
riooVd  «9  the  rhorto,  Mirborf  Zobto*  r« 
the  moo  *  nomt.  #*d  be  reeentlf  boo^ht  thr 
bi&eM  *&e*  btwiding  to  the  to***  « 
*i«ry  Mnctmee  moo*  of  tbr  uor  Lee  ourfOr 
o*  Uw  Cooitoi  He  owoo  $  Ufgr  mrn>  ctofeiwg 
■lore  of  <reH  leeef.  owd  whjtt  omoonto  fo  * 
«mofl  <*h«vfH#^  crofer  of  bi*  erifioo!  Mtr:  ood 
he  proeiH  m  threc^otrcv  tslti  in  the  ptfHrrrfT 
photoo  ot  the  (  Wiry  of  Comment. 

A*  mamUmtr  ot  bk  drcooV  of 
mem  m*y  mmm,  fho^h,  two  other  Ubw 
b*nr  pet  fat  wed  tioiiUr  omrvd*  io  the  Berbv 
•hire*  ood 'bore  oweaed  eaojpetiog  «hop«  m 
Lee.  Other  tmmi$r*m*  to  oreo*  of  high  oeo^ 
•#1  ooemyletowoi,  Cohooo  io  Mi#*w.  Port^ 
io  Pfw»i4rwce  ood  >ieworK  Kcrr^  io 
WoWHwftoo,  Virfnoww  m  Loe  Ax^eW—to 
meofMw  the  «w  reeewt  orrff «i»   hjiT<  per- 


'^^woyg^lBMrBei  ootiww"'^ 
th*»  apowooeh  tW  too,  ood  bif  wkwjrn  ore  o» 
—  o»  fewioiii.  Bwi  deopow  the  tptroi^  dew- 
■■rtPwa  «f  Mbtiow  ood  torn,  dropise  do* 
^  •Vopio*  W^wroo  id  for- 

ff,p  '  *  ***f  wwft  greor r  heme  fhoo  io 

Mf  othor  royiuMit  cowotry  if^rtooiUi.  in 
Aawwrko  oTv  «ojo<tttoty  m  frcoopjoo;  M  evrr. 
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The  Story  of  Government  Job  Creation 

JAMES  BO VARP 


In  |9hl,  when  the  iinem|?loyiitcm  iatc  was  percent  and 
tikill  shortafjr*  existed  in  a  handful  ol  (with.  tl*-  Ink-nil  government 
committed  itsrjf  m  pnrMiing  a  <t >?n|>r<  In  nsiw  m.mjWrr  policy  to 
train  a  fx  |  <iii|4<»v  the  toiling  masses  IWntv-two  ♦  cars  later,  the 
unemployment  rate  is  almost  u**<-  as  hit^h,  skill  shortages  still 
abound,  and  mutely  five  time*  a*  many  worker*  are  "structur- 
ally" or  "loot;  term"  oricmpjoyrxj  Yet,  President  Reagan  recently 
signed  another  jirfi  training  hill,  arftl  Ca  ingress  is  di*cu««ing  propos- 
al* to  |  hi  I  hundreds  of  thousand*  hack  in  work  doing  nothing  or  a 
rcasoriafile  f,x  simile  of  same. 

A  1979  WnshtngUm  Pm(  scries  concluded,  "Incredibly,  the  gov* 
rrnmcnt  ha*  kept  no  meaningful  statistic*  on  the  effectiveness  of 
these  training  pn>grams~ making  the  past  15  years'  effort  almost 
worthless  in  terms  of  learning  whttt  works."'  Since  1964,  tb<  Cm- 
era!  Accounting  Office  (HAf  ))  ha*  almost  annually  revealed  that 
government  manpower  programs  rep  tried  sun  esses  arr  vastly  ex- 
aggerated and  that  the  us**  of  dishonest  statistical  methods  is  cam- 
ouflaging failure. 

(Urvrrfwwnt  manpower  cf&ms  gave  us  Job  Corps  renters,  which 
mainly  redistributed  crime  to  other  neighborhood*,  youth  employ- 
ment prowls,  which  otiry  taught  kids  bow*To  nap;  and  CETA  proj> 
rets,  which  milinfrd  budding  an  artificial  nick  in  Oregon,  counting 
cars  and  dog*  in  California,  and  mruiiing  food  stamp  recipients 
m  Florida  Politicians  have  lieen  proclaiming  their  commitment 
to  training  worker*  for  the  private  sector  since  f%f .  Vet,  bmcau- 
crats  have  lieen  perennially  incapable  of  adjusting  to  priVfetcde- 
mand  or  met  Ming  private  standards  4 

Though  training  and  job  creation  programs  have  often  been  sep- 
arated in  the  statute  books.  Congress  rcf>catcd1y  Mends  the  two, 
paying  training  allowances  as  high  as  regular  salaries,  and  com- 
manding make-work  programs  to  prepare  paycheck  recipients  for 
real  work.  The  two  facets  have  nicely  complemented  one  another: 

I     W&iAm&m  rW.  April  24.  197*  * 


*Bu#y  Doing  Nothing:  The  Story  of  Government  Job 
Citation",    by  Jims  Bovard,  ia  reprinted  frow  Policy 
•oritv,  iaaue  no.  24  (apring  1983)-  p-  87-102, 
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as  training  programs  foiled,  government  created  make-work  jobs 
to  busy  the  unemployed,  and,  at  more  people  came  to  rely  on  a 
government  paycheck  in  lieu  of  work,  skills  shortages  multiplied, 
increasing  the  demand  for  government  training  programs. 

The  Mi*  *T  a  Bad  Idoi  - 

,'•  In  1993,  Franklin  D.  Roosevelt  decided  that  the  best  way  to  end 
the  Depression  was  to  raise  taxes  and  pay  the  unemployed  for  at- 
tendance at  public  works  projects.  The  government  jobs  program 
began  comparatively  slowly  until,  one  afternoon  in  November  1933, 
Harry  Hpjttuns  suggested  to  FDR  the  idea  of  putting  all  the  un- 
employed on  the  government  payroll.  The  next  morning,  FDR 
announced  plans  to  hire  cn  mtou,  and  within  two  weeks  a  million 
men  were  on  the  payroll,*  The  Civil  Works  Administration— 
essentially  politicians  banging  on  an  economic  tin  pan— had  four 
million  workers  by  mid-January  1934;  but  FDR  quickly  became 
$sffluskmcd  with  the  high  cost  of  the  program  and  abolished  it  on 
March  31,  1934. 1  Government  job  creation  programs  were  com- 
paratively dormant  the  rest  of  the  year,  even  though  the;  unemploy- 
ment rate  was  still  over  20  percent. 

In  1935,  FDR  began  priming  for  the  1936  election  and 
launched  the  Works  Progress  Administration  (WPA),  which  paid 
over  four  million  people  in  1935.  The  WPA,  popularly  known  as 
"We  Poke  Along/'  was  exactly  like  CETA  (Comprehensive  Em- 
ployment Training  Act)  in  that  the  goal  was  to  hire  as  many  peo- 
ple at  quickly  as  possible,  resulting  in  projects  likjr  art  classes  for 
the  insane.  The  WPA's  main  accomplishment  yvas  to  give  leaf  rak- 
ing a  had  name.  Despite  billions  of  dollars  of  pump  priming  and 
miHions  df  paycheck  recipients,  the  economy  remained  depressed 
until  World  War  II,  There  were  more  enrollees  in  federal  work 
relief  programs  in  1938  than  in  any  other  year  of  the  Depression. 
Unemployment  was  still  at  17.2  percent  in  1939— higher  than  it 
ww  in  193*,  two  years  after  the  stock  market  crash. 

The  modern  era  of  manpower  law  opened  wfoh  the  Area  Rede- 
velopment Act  of  1961,  a  law  based  on  the  right  of  geographical 
areas  to  equal  economic  development,  in  spite  of  themselves*  Crit- 
ics revied  the  law  as  a  program  to  revive  ghost  towns.4  The  Area 
Redevelopment  Administration  (AAA)  was  established  to  direct 

%*   H.  L>.  Mencken,  CbntPM^,  p*  424. 

3    Ltudrteitbcfg,  FnmUm  D.  /?#f«vw6  md  ftW  Hew  Dml 

4.  Oscar  W.  Cocky,  P*rr*g  Mm  M*  to  If**,  p.  21 
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federal  money  and  training  fundi  to  depressed  arck,  and  was  cxr 
pected  to  play  a  serious  role  in  achieving  full  employment.  An  early 
problem  was  lack  of  interest  by  the  unemployed—  many  were  not 
anxious  to  learn  a  new  trade.  Despite  much  ballyhoo,  only  4,400 
people  had  enrolled  in  ARA  training  programs  by  February 
1962,*  and  enrollment  never  exceeded  12,000  a  year— -dcspHc" the 
fact  that  over  five  million  were  reported  unemployed  at  the  time 
the  bill  passed.  '„ 

The  Area  Redevelopment  Administration's  goal  was  to  "create 
jobs"  and  give  tracing;  but  die  GAO  found  that  the  agency  typi- 
cally ovenr  ported  the  number  of  jobs  created  by  128  percent,*  did 
not  use  available  information  to  evaluate  the  number  of  new  jobs 
supposedly  created,7  and  routinely  gave  millions  of  dollars  to  lo- 
cales that  no  longer  had  high  unemployment."  The  ARA  and  its 
training  program  had  no  effect  on  reviving  depressed  areas.  By 
1965,  the  agency  had  so  sufficiently  defamed  itself  that  its  name 
was  changed  to  the  Economic  Development  Administration. 

The  1961  Youth  Employment  Opportunities  Act,  the  fust  of 
many  congressional  tributes  to  the  effect  of  the  minimum  wage  in 
discmpioying  young  people,  offered  jobs  to  21,800  youth  in  response 
to  the  "crisis"  proportion  of  teenage  unemployment  (16  8  percent- 
compared  to  24.5  percent  in  December  1982).  This  was  followed 
by  the  Public  Works  Acceleration  Act  of  1962,  which  aimed  to  in- 
crease federal  spending  in  depressed  areas  and  to  create  more  jobs 
tor  the  unemployed.  The  Joint  Economic  Committee  released  a 
study  bn  the  new  act,  conducting  "...  our  studies  have  led  us  tb 
share  the  general  view  that  such  programs  are  likely  to'bc  too  stow 
in  starting  and  too  late  in  ending.  "  Despite  the  program's  inef- 
fectiveness, Congress  continually  reauthorized  the  Public  Works  . 
Acceleration  Act,  mainly  because  it  was  an  excellent  pork  barrel. 
.  In  1962,  Congress  passed  the  Manpower  Development  and  Tram-* 
big  Act  (MDTA)  to  provide  training  for  workers  who  lost  their  jobs 
due  to  automation  and  other  technological  developments.  Like  the 
Area  Redevelopment  Act,  the  MDTA  was  propelled  not  by  any 
evidence  of  federal  competence  in  training,  but  by  the  moral  con-  ' 
viction  that  "govern merit  must  do  something  now."  In  1963,  the 

"5.  W*U  Strut  Jowml,  February  16,  1964 

6.  GAO",  B- 146910,  June  3,  1964,  p.  i. 

7.  GAO,  B-153449.  May  3,  t965,  p.  i. 

8.  GAO,  ft- 1 53449,  June  25.  1964,  p.  i.. 

9.  Economic  Report  of  t\tc  President.  1962,  p.  92 
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program  was  expanded  to  offer  training  for  youth  and  other  ofll- 
riafiy  certified  disadvantaged  people.  Amor*  occupations  targeted 
for  training  were  waiter,  Waitress,  arardisf  rasher. 

The  MDTA  was  originally  scheduled  to  be  federally  funded  the 
first  two  years,  with  expenses  split  fifty-fifty  with  the  states  there- 
after. But,  by  August  1%3,  only  four  state  id  offered  to  divvy  up 
their  share,  so  Congress  postponed  the  matching  requirement.  In 
1965,  Congress  reduced  the  matching  costs  to  10  percent  of  train- 
ing cosy,  and  postponed  its  imposition  until  1967.  It  is  significant 
that,  at  a  time  when  state  and  local  governments  were  paying  95 
percent  of  education  costs,  they  refused  to  pay  even  50  percent  of 
manpower  training  costs. 

The  MDTA  failed  to  help  the  disadvantaged  significantly.  In 
1964,  the  CAO  revealed  that  the  Manpower  Development  and 
Training  Administration  was  counting  as  permanently  employed 
any  trainee  who  was  able  to  hold  any  job  for  a  single  day. w  A  1978 
Congressional  Budget  Office  renort  on  MDTA  concluded,  "...  the 
impact  of  training  on  wage  rates  has  been  minimal:  the  wage  rate 
increases  of  participants  are  not  substantially  different  from  those 
of  nonparticipants  One  widely  quoted  study  revealed  that  sub- 
sequent earnings  declined  the  longer  a  person  stayed  in  an  MDTA 
training  program.'-'  A  1967  poll  by  Manpower  Research  Council 
found  that  80  percent  of  the  members  of  the  American  Society  for 
Personnel  Administration  said,  "The  Federal  government's  man- 
power and  training  administration  has  not  helped  them  find  qual- 
ified employees;  and  the  largest  percent  of  this  group  said  this  was 
because  training  was  given  in  the  wrong  skills."'1  A  1972  study 
funded  by  the  Department  of  Labor  concluded,  "that  at  least  for 
the  period  of  time  encompassed  by  the  study,  no  significant  impact 
upon  skill  shortages  can  be  identified"  from  government  training 
programs. 14 

The  Job  Corps 

In  1964,  in  response  to  pressing  political  needs,  Lyndon  Johnson 
bunched  the  War  on  Poverty,  with  the  Job  Corps  as  centerpiece. 
The  Job  Corps  was  intended  to  give  poor  youth  the  skills 
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GAtf,  B  146879,  April  30,  1964,  p  i 
H.    CoogrewkuwJ  Budffri  Office,  CETA  RmsahoruaiMm  p  15 

11    Qwxcd  m  Davr  ONcU!,  Ffdtnl  Cccrrymmi  and  MmIkhi^ 
"    <*fwuiwaf  Rmmd,  1967,  p  25242. 
14.   O  Ndfl,  p.  24. 
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themselves  up  to  the  middle  class.  LBJ  proudly  proclaimed,  '•The 
days  of  the  dole  are  numbered.""  But  most  of  the  youths  recruited 
(or  the  Job  Coips  dropped  out  before  their  training  was  completed, 
and  many  of  those  who  "graduated"  gained  little  or  nothing  from 
their  experience.  Crime  was  rampant  at  Job  Corps  centers.  Of* 
fitials  made  little  effort  to  discipline  recruits,  because  of  fear  that 
they  would  quit  and  make  the  pnnjram  look  bad.  In  Kalamazoo, 
Michigan,  Job  Corps  trainees  rioted  and  damaged  fourteen  build- 
ings; at  Camp  Attcrfmry,  Indiana,  seven  lx>ys  were  arrested  for  forced 
sodomy;  at  another  camp,  corps  girls  pelted  police  with  bottles. 
Many  localities  tried  to  evict  the  training  centers  because  of  the  in- 
crease in  crime  and  violence  that  often  accompanied  thenv,s  But 
leniency  backfired:  one  of  the  four  main  reasons  enlistees  gave  for 
quitting  was  "fear  of  bodily  harm"  fmrn  other  Job  Corps  members. 

In  a  major  1969  study,  the  GAO  concluded,  "Post  Job  Corps 
employment  experience  .  has  been  disappointing.  "'  Job  Corps 
terminees  did  not  do  materially  better  than  other  eligible  youth  who 
had  applied  to  enter  Che  program  and  then  chose  not  to  participate. 
In  FY  1968,  the  average  cost  per  man  year  of  training  was  $8,300— 
roughly  twice  the  tuition  and  living  costs  of  a  year  at  Harvard.  De- 
spite a  big  advertising  campaign  and  kickbacks  to  recruiters,  the 
Job  Corps  could  not  meet  its  1968  recruitment  goals.  And  of  those 
who  were  enrolled,  the  GAO  found  that  22  percent  were  ineligible 
for  one  reason  or  another.  Its  results  were  no  more  impressive.  Of 
362  Corps  members  who  left  the  program  m  1967  and  were  reported 
to  be  employed  immediately  thereafter,  a  GAO  survey  one  year 
after  of  reported  employers  found  that  22  perrent  indicated  that 
the  Job  Corps  tcrminee  had  never  worked  for  them.  Of  the  remain- 
ing 282.  211,  t  r  75  percent,  had  left  their  jobs.  Only  7  i  of  the  362 
reported  employed  were  still  working  at  their  first  job.  And  only 
25  percent  of  employed  terminees  were  working  in  arras  in  which 
they  had  received  training.  The  GAO  found  that  one  Job  Corps  v 
center  listed  its  terminees  as  employed  solely  by  confirming  that 
they  had  a  job  interview  scheduled. 

In  1979,  the  GAO  reported  that  the  Job  Corps  was  still  failing, 
and  still  masking  its  failure  with  statistical  buncombe.17  For  the 
mid-1970s,  the  Corps  claimed  a  placement  rate  of  90  percent  of 

15.  Cmpnaond  Reami,  I9G6,  p.  25 1 23  ♦ 

16.  GAO,  Rfvifw  of  Fsonomk  Opportunity  Programs,  March  18,  1969  p,  8  +  . 

17.  GAO,  Joh  Qftpi  Should  StmtftAtn  Eliptnirtp  Rnfuarmfnt,  mid  Fultf  Fxxfotf 
Performance,  1979.  p.  3  ♦ 
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but  the  GAO  found  that,  for  1975,  "only  36%  of  those 
youths  who  had  been  in  Job  Corps  at  least  30  days  weir  placed." 
For  1972  Job  Corps  participants,  those  who  d  jpped  out  after  thirty 
days  or  less  earned  more  on  the  average  in  1976  (12,027)  than  those 
who  stayed  in  between  one  aiuj  six  months  ($1,896). 

The  Job  Corps  is  a  typical  government  training  prbgram,  in  that 
k  selects  training  on  the  basis  of  ease  of  administration,  rather 
than  the  enrollec's  aptitudes  and  interests  or  the  demands  of  the 
labor  market.  At  rural  centers,  job  training  is  often  subordinated 
to  the  government's  desire  to  have  menial  conservation  work  per- 
formed. The  GAO  observed  in  1979,  "Assignment  of  a  center  is 
mainly  based  on  center  openings  and  proximity  to  the  youth's  home 
. .  .at  a  minimum,  youth's  interest  should  be  considered  in  tak- 
ing assignments.  "fi 

The  Neighborhood  Youth  Corps  was  begun  in  1965  to  give 
poor  urban  kids  "meaningful"  work  experience  and  to  encourage 
them  not  to  drop  out  of  school.  But  as  the  GAO  reported  time  and 
time  again/9  the  program  has  had  no  effect  on  dropout  rates  and 
has  not  prevented  a  vast  increase  in  youth  crime  rates.  Nor  has  the 
*  program  provided  much  experience  of  the  type  commonly  associ- 
ated with  the  word  "work."  As  columnist  William  Raspberry 
commented,  " .  + .  we  are  raising  a  generation  of  kids  who  don't 
know  what  work  is/'*  Mr.  Raspberry  blamed  government  sum- 
mer job  programs  as  a  major  source  of  the  kids'  illusions.  A  1977 
GAO  report  concluded  that  at  20  to  75  percent  of  the  work  sta- 
tions in  four  cities,  young  people  had  nothing  to  do,  were  simply 
playing  games,  or  were  absent.  Yet,  workers  who  did  not  show 
weir  paid  the  same  as  those  who  did. 

The  Washington,  D.C.  Summer  Jobs  Program  is  a  typical  pro- 
gram  and  has  provided  sustenance  for  many  investigative  jour- 
nalists over  the  years.  In  1979,  the  program  was  launched  with 
the  usual  fanfare  and  great  expectations.  But  the  city  government 
could  not  get  coordinated:  some  companies  that  requested  24 
workers  were  only  sent  2,  and  another  organization  that  had  not 
requested  any  was  sent  140  teenagers.  Many  workers  were  not 

IS    AW  ,  p  17 

19.    GAO,  Rtvttw  of  Etonomu  Opportunity  Programs.  1%9;  Efffclttxnfii  and 
Mamgmunt  of  the  Neighborhood  Youth  Corps  Summer  Program  tn  the  Washtngton 
Atampfhim  Aims,  and  Federal  Manpower  Treating  Pogroms —GAO  Conclusions  and  <>b 
'  *m*mm,  1972,  Information  mtho  Summer  Youth  Program  1977 
W,    Washington  PoU,  December  2,  1977. 
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paid  on  time,  and  many  were  paid  the  wrong  amount.  "Asked 
what  job  skill*  and  work  habits  he  is  developing  this  summer  at 
the  Banneker  Center,  Robert  Williams,  16,  of  Southeast,  said,  - 
'Nothing  but  how  to  make  a  dollar/  "2I 

By  July  31,  1979,  the  Washington  R»lf  the  biggest  promoter  of  the 
program  early  in  the  summer,  conceded:  "After  all  the  high  level, 
hurry-up  help  that  went  into  Mayor  Barry' $  ambitious  effort  to  find 

summer  jobs  for  youth  of  this  city,  the  program  is  in  shambles  

Kids'  .  perception  of  the  workplace  can  be  needlessly  warped  by 
sloppy  management— it  sets  a  terrible  example. And  on  Octo^  * 
her  18,  in  ah  obituary,  the  Past  concluded,  "The  lesson  they  [teen- 
agers) have  taken  away  from  the  summer  jobs  program  cannot  be 
anything  but  negative/''  (The  1980  D.C,  Summer  Jobs  Program 
was  again  characterized  by  bureaucratic  foul-ups,  no-show  work- 
ers, and  late  pay.  But  it  also  had  good  intentions.)  Of  those  pro- 
grams  in  1979,  Senator  Lawton  Chiles  complained  thai  youth  "get 
such  a  stit*ig,mcssagc  of  cynicism  and  corruption  that  it  cannot  fail 
to  carry  over  into  their  attitudes  about  work,  crime,  and  society/'2* 
And,  while  the  I>abor  Department  ran  several  programs 'to  bribe 
youth  to  stay  in  school,  the  Job  Corps  openly  enticed  them  to  quit 
and  get  job  training  and  a  General  Equivalency  Degree  at  govern- 
ment expense — and  with  an  allowance. /s 

The  Emergency  Employment  Act*  (EEA)  of  197!  sought  to  re- 
duce unemployment  by  increasing  the  number  of  local  and  state 
government  employees.  The  ERA  program,  which  consumed  $3  to 
4  billion  before  h  ended  in  1974,  was  created  in  response  to  the  un- 
acceptable high  unemployment  rate  of  6  percent,  and  was  also  de- 
signed to  relieve  hard-pressed  local  and  state  governments.  But  by 
the  time  the  program  got  rolling  in  1972,  the  economy  was  boom- 
iit$,  and  local  and  state  governments  had  a  $12  billion  revenue  sur- 
plus. In  some  #^aces,  such  as  New  York  City,  EEA  created  no  new 
jobs,  as  the  city  government  simply  rehired  laid-ofT  employees. 
Overall,  only  24  percent  of  people  hired  under  this  program  were 
permanently  retained.7* 

21.  /W.JuIy2^  1<J79 
72.  Ihtd  July  31.  1 079 
23     Ibtd  ,  October  18,  1979 

24.  Fortunr,  Apnl  1979 

25.  G AO,  Job  Corps  Should Sttrngthm  Eligibility  Hequtrrmmts  and  Fully  l>tsdQse  Pa- 
fumame,  p.  16. 

26    GAO.  Publu  Employment  Programs  m  Sfbcted  Kurd  and  tfrbqn  Atrat.  p  34. 
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The  Inherent  Goodness  of  Government  Spending 

FapBy,  in  1973,  in  response  to  a  confusing  hodgepodge  of  train- 
ing, and  employment  programs,  Congress  pasted  the  Comprehen- 
sive Employment  and  Training  Act.  In  the  preface  to  the  new  law, 
Congress  conceded,  "It  has  been  impossible  to  develop  rational 
priorities99  in  job  training,  flits  was  borne  out  by  experience* 
CETA  spent  over  f60  billion  training  and  employing  over  6  million 
people;  but  the  unemployment  rate  is  higher  than  whin  started. 
'  CETA  began  as  both  a  training  and  employment  program,  but 
the  job  oration  aspect  became  dominant  during  the  1974-76 
sac*!,  Jimmy  Carter  came  into  office  in  1977,  and,  though  the  re- 
cession was  over,  he  ordered  the  creation  of  350,000  additional 
public  service  Jobs  by  year's  end.  Local  government  officials  com- 
plained to  Congress  that  the  Labor  Department  was  pressuring 
them  10  hire  mose  people  than  they  wanted  to  or  could;  Labor  De- 
partment officials  threatened  to  withdraw  all  funds  if  localities  did 
not  spend  "another  million  by  Friday.99  CETA  was  justified  solely 
by  (akh  in  the  inherent  goodness  of  government  spending. 

CETA  spent  $30,000  to  build  an  artificial  rock  for  rock  climbers 
(0  practice  on  and  1640,000  to  provide  education  about  gay  lifestyles; 
CETA  gave  $500  a  month  to  a  communist  agitator  in  Atlanta,  in  his 
words,  to  "organize  for  demonstration  and  confrontation' f ;  and 
CETA  paid  for  a  nude  sculpture  class  in  Miami  where  aspiring'art- 
ists  practiced  braille  reading  on  each  other. 17 

Waste,  fraud,  and  political  patronage  abounded.  In  Philadel- 
phia, thirty-three  Democratic  Party  committeemen  or  their  rela- 
tives were  put  on  the  payroll;  44an  unemployed  person  living  in  a 
pro- (Mayor]  Rizzo  ward  had  *  almost  twice  as  good  a  chance9  to 
get  a  CETA  job  as  a  resident  of  an  anti-Rizzo  ward,"  according 
to  the  Washington  Fbst  *  In  Chicago,  the  Daley  machine  required 
CETA  job  applicants  to  have  referral  letters  from  their  v  ^nd  com- 
mitteemen, and  left  applications  without  such  refern  led  un- 
der tables  in  unopened  mail  sacks. w  In  Washington,  l/.C,  almost 
half  of  the  city  council  staff  was  on  the  CETA  rolls. 

Though  CETA  was  intended  to  create  new  jobs,  many  cities  sim- 
ply laid  off  and  rehired  their  old  employees  The  city  of  East  St. 
Loub -had  almost  two-thirds  of  its  work  force  on  the  CETA  pay- 

27,    tomb's  D*ot.  "CETA:  ft  i  Mion  Boondoggle-.''  August  1978,  pp  72-76. 

29,    Wttksxgm  fat,  July  1,  t975. 

29,   Cmgmmml  /?W,  1978,  p  24616 
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roll;10  San  Diego  ami  Miami  had  47  percent  of  its  work  force  on  the 
GETA  rolls;  and  nationwide,  16  percent  of  the  average  municipal- 
ity's work  force  were  on  die  CETA  rolls  in  1978. 11 

In  Arizona,  CETA  paid  college  students  to  train  for  a  trade  meet; 
in  Bath  County,  Virginia,  CETA  paid  bounty  employees  to  attend 
dance  classes;  and  in  Chicago,  a  CETA  worker  reported  that  she 
was  paid  for  "playing  checkers"  with  other  cmplpyees.  In  Brook* 
lynt  CETA  workers  used  a  printing  apprentice  program  to  open  a 
15  and  $10  bill  business;  but  the  poor  quality  of  their  work  soon  had 
them  training  on  license*  plates  instead.*' 

CETA  was  used  to  increase  demand  for  government  services.  In 
Florida,  CETA  recruits  went  dnr;r-to-ckior  trying  to  persuade  peo- 
ple to  sign  up  for  food  stamps.  In  Maryland,  CETA  workers  offered 
free  rides  to  the  welfare  office.  In  New  York.  CE  TA  workers  ran  a 
phone  scP'ic£  to  inform  pe<>ple  what  unemployment  compensation 
benefits  they  were  entitled  to. M 

At  one  point,  CETA  was  paying  over  10f(KX)  artists  and  spent 
over  $175  million  on  art  projects.  This  was  not  because  CETA  cx- 
pected  a  big  jump  in  the  number  of  artists  demanded  by  the  market 
.  or  because  any  inadequacy  was  identified  in  existing  methods  of 
artist  training.  CETA  spent  millions  on  the  arts  simply  because  it 
thought  the  arts  weir  a  nice  thing,  and  people  should  have  more  of 
them,  whether  they  liked  it  or  not.  In  Montgomery  Cfiimfv.  Mary- 
land, the  richest  county  in  the  country,  CETA  paid  nine  women 
$145  a  week  to  attend  ballet  school.  In  I'oughskcepsir.  New  York, 
CETA  workers  busied  themselves  attaching  fake  floors  to  old  build- 
ings to  beautify  the  city, M  In  Seattle.  CETA  paid  fourteen  homosex- 
uals and  lesbians  to  produce  a  play  entitled  M lavender  Horizons/'1' 

The  Least  Service  at  the  Greatest  Cost 

CETA  showed  a  genius  for  providing  the  least  service  at  the 
greatest  cost.  In  many  places,  CETA  workers  maintained  vegeta- 
ble gardens  for  the  elderly—thus  achieving  about  2  percent  of  the 
labor  productivity  of  a  real  fanner  in  Kansas.  Other  cities  used 
CETA  funds  to  hire  "phone  pals"  for  the  elderly,  thus  federally 
subsidizing  idle  gossip, 

30.  Reodft  *  toffit,  Au^isi  !<*7H,  pp  72-76 

31.  Inquiry,  "Tab*  Yum  xhtr  CKTA  Crypt."  August  3,  f**78f  pp  8  ♦ 

32.  I(nd. 

33.  IM 

34.  ibid . 

35.  CcmsmxUu*  fh&it,  "An^ry  AJ,"  Novrmber  t982 
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CETA  allowed  local  governments  to  subsidize  CETA  wages  so 
that  many  "trainees"  were  being  paid  $20,000  per  year.  James 
Kipatrick  reported  that  fifty-six  CETA  recruits  "averaged 
118,000  a  year  for  jobs  that  paid  only  $8,751  in  other  government 
agencies.  "*  By  paying  high  wages  for  easy  work,  CETA  caused 
an  artificial  shortage  of  low-wage  labor  in  many  cities  and  arti- 
ficially inflated  wage  levels  in  other  places.  As  Dr.  James  Howell, 
chief  economist  for  the  First  National  Bank  of  Boston  said,  "The 
CETA  program  is  actually  making  it  more  difficult  than  ever  for 
business  to  operate  in  the  centra)  city."57 

CETA's  training  element  was  largely  lost  in  the  mad  rush  to 
dent  the  unemployment  rate.  But  even  here  CETA  failed.  CETA 
••created"  425,000  jobs  in  1977;  but  at  least, hair  of  those  were 
simply  "displacements" — positions  that  state  and  local  govern- 
ments would  have  funded  anyway.  By  contrast,  in  November 
1977  alone,  the  private  sector  created  440,000  real  jobs— and 
would  have  created  even  more  if  taxes  had  not  been  so  high  to 
support  make-work  boondoggles. 

In  1978,  Congress  amended  CETA  to  place  more  stress  on  the 
employability  of  CETA  "graduates"  in  unsubsidized  work.  The 
result:  from  1978  to  1980,  CETA's  placement  rate  in  unsubsi- 
dized work  fell  from  42  percent  to  37  percent.18  In  1982,  when 
CETA  was  winding  down,  the  GAO  found  that  50  percent  of 
laid-off  CETA  workers  were  unemployed,  and  55  percent  of  those 
were  receiving  one  or  more  forms  of  government  handouts.  Only 
25  percent  had  permanent,  full-time  jobs,  subsidized  or  other- 
wise.* Overall,  only  14  percent  of  CETA  recruits  were  able  to 
find  unsubsidized  work  in  the  private  sector.  The  amazing  thing 
about  CETA's  dismal  placement  rate  is  that  75  percent  of  its  re- 
cruits were  high  school  or  college  graduates,  and  thus  could  have 
been  expected  to  do  much  better  on  their  own  in  the  labor  market. 

In  1978,  the  GAO  reported  that  many  CETA  participants  "re- 
ceived training  for  which  they  were  neither  academically  nor  phys- 
ically prepared,  received  training  in  low-demand  occupations  and 
received  jobs  which  labor  market  surveys  forecasted  as  surplus  or 
low  demand  occupations,  and  received  training  that  did  not  pro- 

36.    Wmskmgtm  Star,  Auguft  8,  1978 
J7,    Cmgmsimd  A*W,  1978.  p,  27(H3 

3*   GAO,  liter  Sk*M  Afatr  Smt  CETA  Pngmms  Ha*  £ff*tu*  Emfbp&la? 
l\mdif*m\M  SjfUms,  p.  II. 
39.    GAO.  ImpUminUdum  of  the  PhmemtttfCETA  P&tk  Savue  Jobs,  p.  1 
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vide  them  with  skills  needed  to  do  the  job."*1  In  1979,  GAO  did  a 
follow-up  report  and  found  that  many  CfSTA  trainees  "remained 
in  their  'temporary'  Public  Service  Employment  jobs  for  several 
years,  and  . .  received  no  formal  training  either  related  or  un- 
related to  their  jobs."4'  The  Commission  on  Federal  Paperwork 
reported  that  "the  choice  of  job  categories  for  which  training  »  pro- 
vided often  is  haphazard.  People  are  trained  for  job  opportunities 
that  do  not  exist.  M***2 

Federal  employment  .arid  training  programs  have  been  perpet- 
ually unmanageable.  In  J967,  over  thirty  different  programs  ex- 
isted, and  Congress  attempted  to  resolve  the  confusion  by  creat- 
ing the  Concentrated  Employment  Program— to  no  avail.  A  1973 
GAO  report  on  the  District  of  Columbia  manpower  program 
found  seventeen  different  agencies  with  ninety-one  difTerent  pro- 
grams, with  no  coordination.  The  GAO  concluded  that  "no  one 
knows  how  many  people  are  being  trained,  for  what  occupations 
they  are  being  trained,  or  the  impact  of  training  on  the  demand 
for  skilled  workers  "H  The  National  Council  on  Employment 
Policy  did  a  follow-up  study  and  found,  "It  was  impossible  to 
track  individual  trainees  through  the  system;  information  on  the 
potential  labor  market  was  inadequate;  the  management  system 
was  'bloated'  with  salaried  staff."44  Congress  pa.sscd  CETA  to 
end  the  chaos.  But  a  1979  GAO  report  found  forty-four  different 
employment  and  training  programs  in  the  Tidewater  Virginia 
area  with  extensive  duplication  and  competition.  The  GAO  ob- 
served that  "the  proliferation  of  progra/ns  in  the  Tidewater  area 
makes  evaluating  the  overall  results  of  federally  assisted  efforts 
very  difficult,  if  not  impossible."4'  The  GAO  found  that  only  22 
percent  of  those  hired  from  the  Tidewater  programs  managed  to 
retain  their  jobs. 

The  federal  government  currently  has  twenty-two  different 
training  programs,  with  varying  degrees  of  failure  and  notoriety. 

40.  GAO,  Job  T mining  Programs  ,\W  More  Effntii*  Management,  p.  41 

41.  GAO,  Moving  Partutpant*  from  PiMu  Serine  Employment  Programs  into  IM- 
tmfat&ud Joes  Nerdi  More  Attention,  p  ii. 

42.  Commission  on  Folcral  Paperwork.  Employment  and  Trammg  Programs, 
p.  26. 

43.  GAO,  Study  in  Federal  Programs  for  Manpower  Srnuei  for  the  Disadvantaged  m 
the  District  of  Columbia,  January  30.  1973. 

44.  Washington  Pott,  Jun<  3,  1977. 
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About  the  only  kind  of  training  program  that  has  not  completely 
shamed  trtelf  »  on-the-job  training.  And,  even  heir,  62  percent  of 
OTJ  trainees  were  no  longer  working  with  the  employer  they 
trained  under  sax  months  after  training  ended*  in  J978,  *  The  Fed- 
eral government  has  paid  many  companies  to  provide  OTJ  train- 
ing which  they  intended  to  provide  regardless.  A  recent  study  by 
'  the  American  Enterprise  Institute  found  that  the  "1967  revisions 
of  the  minimum  wage  law  reduced  the  value  of  OTJ  training  for 
young  white  males  by  some  26  percent  to  31  percent,  reflected  as 
reduced  earning  power  in  1969/ 47  The  higher  the  minimum  wage 
is  set,  the  less  employers  can  afford  to  offer  training  and  still  make  a 
profit-  If  not  for  the  minimum  wage,  workers  could  exchange  less 
pay  for  more  training,  and  the  process  would  be  far  more  efficient 
and  cheaper  without  government  intervention  or  subsidies* 

Federal  job  training  has  cither  tended  to  be  unsuccessful  or  un- 
necessary— either  failing  to  achieve  its  ends  or  paying  to  have 
done  what  would  have  been  done  without  a  subsidy.  As  the  gov- 
ernment share  of  job  training  coses  increases,  job  training  will  be- 
come more  what  government  wants  and  less  what  businesses  and 
individuals  need.  a 

Job  Creation  in  Theory 

At  best,  government  tan,  through  taxation,  transfer  johs  from 
the  private  to  the  public  sector.  If  CKTA  had  not  been  devouring 
1 10  billion  a  year  in  tW  late  1970s,  up  to  a  million  additional  en- 
try level  jobs  could  have  been  created  in  the  private  sector.  And 
these  jobs  would  have  produced  enough  to  perpetuate  themselves, 
rather  than  being  perpetually  dependent  on  the  latest  continuing 
resolution.  If  CKTA  had  never  existed,  more  Americans  would  be 
employed  today,  and  our  standard  of  living  would  be  higher.  Econ- 
omist George  E,  Johnson,  writing  in  the  Brookings  Institute  study 
Cmting  Jabs,  estimated  that  the  Gross  National  Product  lost  34 
cents  in  the  long  term  for  every  dollar  spent  on  public  service  em- 
ployment job  creation, 48 

4It  is  almost  never  a  simple  choice  of  paying  people  unemploy- 
ment compensation  or  hiring  them  as  public  service  employees. 
The  difference  is  one  of  getting  no  value  at  a  low  price  or  getting 
minimal  or  no  value  at  a  high  price.  Congress  usually  insists  on 

46.  GAOf  Job  Tmmmg  fagntms  AW  Mm  Effective  Management,  p.  23. 

47.  Masanon  Hashimoto,  Mmmmm  Wa§t$  mdOmthcJtb  Tmmmg,  p  52. 
4».    Crmtmt  Jot*,  ed  by  John  L,  Palmer,  pp.  135-144 
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"prevailing  wa^"  for  make-work  positions—but  this  actually 
works  out  to  Ik-  much  morr  than  private  compensation  because 
the  government  employees  do  not  work  nearly  as  hand.  With  un- 
employment compensation,  recipients  were  limited  to  twenty-six 
weeks;  with  CETA,  a  two-year  hitch  was  common,  often  followed 
by  an  indefinite  period  cm  other  doles,  Liberals  say  that  anything 
is  better  than  unemployment;  but  i'"  the  "solution"  is  something 
that  delays  the  person's  return  to  a  productive  job,  then  society 
loses  doubly— first  by  having  to  pay  for  an  unproductive  worker, 
and  again  by  being  denied  potential  productivity. 

Every  public  job  creation  program  cither  forces  minimum  wage 
workers  in  the  private  sec  tor  to  subsidize  high-paying,  make -work 
positions  or  offers  a  subsidy  for  low  skill  or  unskilled  labor.  Inso- 
far as  government  subsidizes  unskilled  labor,  it  increases  the  de- 
mand for  it,  which  results  ip  an  increase  in  the  number  of  un- 
skilled laborers  and  a  decrease  in  the  number  of  people  who  invest 
the  time,  effort,  and  money  to  become  skilled.  By  constantly  rais- 
ing the  minimum  wage,  government  has  continually  narrowed 
the  differential  between  skilled  and  unskilled  labor,  thus  discour- 
aging people  from  investing  in  themselves.  Government  is  willing 
to  do  everything  to  c  ncouragc  people  to  fx  c  ome  skilled,  except  al- 
low them  a  decent  incentive. 

Job  creation  and  training  programs  have  also  fared  foully  over- 
seas. A  recent  survey  by  the  Ecorwttust  found  flint  74  percent  of 
Britain's  unemployed  frit  that  government  training  programs  had 
done  them  little  or  no  good  "  Britain  U  gan  a  Job  Creation  Pro- 
gram  ( JOP)  in  W75  to  reduc  e  unemployment  and  increase  train- 
ing; butt  after  leaving  the  program,  only  one-third  of  the  workers 
got  jobs,  and  5fi  percent  registered  as  unemployed ,™ 

Many  Western  countries  U'gan  public  job  programs  during  the 
1974-76  recession,  but  nowhere  have  the  programs?  made  £  deci- 
sive impact  on  unemployment.  In  Canada,  two  programs  created 
roughly  100,000  jobs,  but  this  still  left  800.000  others  out  of  work. 
In  Denmark,  the  Public  Employment  Program  created  2,800  jobs 
in  1976-77,  but  this  helped  only  3  percent  of  the  unemployed.  In 
Britain,  the  JCP  had  49,000  job  positions,  equivalent  to  about  4 
percent  of  the  country's  unemployed. Sl  CETA,  even  at  its  most 

49.  Eiafiimt%t,  December  4,  IW2 

50.  Organ  i /<tf  ton  for  Economic  Cooperation  and  Development,  three  I  J  oh 
CtrUwn  in  thr  PaMu  Srt(i*t.  p.  21. 

SI     Ibid  ,  p  IV 
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overfed  state,  never  exceeded  more  than  10  percent  of  the  number 
of  unemployed;  FDR's  gargantuan  payroll  creation  campaigns 
never  accounted  for  more  than  a  thitd  of  the  unemployed  during 
the  Great  Depression. 

Job  creation  programs  never  do  more  than  make  a  small  dent  in 
unemployment  rates  at  great  cost.  Even  the  claims  for  the  number 
of  jobs  created  are  illusory.  Economist  Alan  Fechter  estimated  in 
1975  that,  in  rfie  long  run,  between  60  and  90  percent  of  PSE  po- 
sitions simply  displaced  positions  that  would  havfr  been  created  or 
maintained  by  state  or  local  governments. w 

Public  job  creation  is  firmly  based  on  Keynesian  economics—  on 
the  theory  that  government  can  spend  the  people  rich.  During  the 
1930s,  administrators  competed  to  sec  who  amid  hire  the  most  peo- 
ple to  do  the  least  work.  A  Labor  Department  publication  sug- 
gested using  CETA  Workers  for  "labor  intensive  snow  removal/' 
Peking  style.  Liberals  routinely  justify  job  creation  by  claiming  that 
it  wffl  increase  purchasing  power;  but  to  take  a  dollar  from  a  private 
pocket  and  put  it  in  a  public  pocket  does 'not  increase  purchasing 
power—it  only  increases  the  chances  of  the  dollar  being  misspent. 

The  Grand  Illusion 

The  illusion  underlying  faith  in  government  jco  creation  is  that 
it  only  counts—or  is  somehow  better—if  gov  -rnmenf  does  it. 
Chief  economic  adviser  Martin  Feldstein  explained  to  a  congres- 
sional committee  that  the  recently  increased  gas  tax  would  destroy 
more  jobs  than  it  created,  because  it  would  take  money  out  of  the 
private  sector  and  give  it  to  high  paid  union  construction  employ- 
ees. Yet,  the  nation's  press  for  the  most  part  refused  to  recognize 
this  elementary  fact,  and  continued  praising  Congress  for  "doing 
something* *  about  unemployment. 

Government  can  create  a  job  only  by  destroying  the  private  sec- 
tor's ability  to  create  jobs.  There  is  a  finite  amount  of  capita),  and 
what  government  uses  to  endow  leaf-rakers  cannot  be  used  by 
businessmen  to  hire  productive  workers.  Government  job  creation 
almost  always  assumes  that  the  wages  for  the  make-work  positions 
will  come  out  of  thin  air—that  government  can  increase  taxes  by 
five  billion  dollars  or  depreciate  the  currency  with  no  effect  on  the 
private  sector.  But  as  long  as  one  remembers  that  taxes  and  infla- 
tion have  effects,  faith  in  government  job  err  at  ion  is  impossible, 

M     Alan  Fechter,  hMu  Empbymtnt  Prvgram*.  p  19 


rstdcnt  Reagan,  when  he  recently  signed  the  $3  billion  Job 
ling  Partnership  Act  (JTPA)t  promised  the  new  program 
would  not  be  a  "make-work,  dead-end,  bureaucratic  boondoggle/' 
But  f  dose  look  at  the  new  law  shows  that  it  is  firmly  in  the  tradi- 
federal  manpower  follies.  The  JTPA  perpetuates  the  Job 
despite  that  program's  remorseful  hisjory.  The  JTPA  au~ 
the  continuation  of  sdhuner  youth  cmployn.  »nt  programs, 
the  deadliest  enemy  of  teenagers'  work  ethic.  In  the  re- 
maining hodgepodge,  the  JTPA  even  authorizes  a  special  program 
to  help  federal  contractors  meet  affirmative  action  requirements, 
jTPAxequires  local  programs  to  spend  at  least  40  percent  of  their 
funds  *n  persons  aged  16-21;  this  is  a  measly  consolation  for  the 
Reagan  administration's  failure  of  nerve  in  pushing  for  a  submini;* 
mum  wage  for  youth. 

The  (Ihambcr  of  Commerce.  National  Association  of  Manufac- 
turers, ahd  National  Alliance  of  Business  arc  promoting  JTPA  as 
a  **great\ partnership/'  But  the  nlain  reason  business  hobbies  are 
keen  on  the  new  bill  is  that  it  is  largely  a  subsidy  for  business. 
JTPA  will  allow  local  Private  Industry  Council*  (PIC)— which 
are  required  to  have  a  majority  membership  of  businessmen — to 
use  federal\ money  to  pay  for  training  in  council  members'  firms, 
thus  saving\thcm  millions  of  dollars  they  would  otherwise  have  to 
spend.  The  uMCs  will  likely  \yc  composed  of  established  business- 
men from  larger  businesses,  who  will  use  the  training  subsidies  to 
gain  an  additional  edge  over  small,  struggling  businesses.  If  the 
law  actually  sought  to  maximize  Ijenefits  to  the  unskilled,  it  would 
provide  vouchers  to  individuals,  rather  than  unlimited  discretion 
to  businesses.  \ 

Many,  if  nofc  most,  of  the-  |kk>t\  disadvantaged,  and  college 
graduate  trainees  and  rnake-work  paycheck  recipients  would  be 
better  off  now  if\(bc  federal  pnKjrams  had  never  existed.  Aside 
from  the  waste  scores  of  billions  of  dollars,  government  man- 
power programs  distorted  people's  lives  ami  careers  by  making 
false  promises,  leading  them  to  believe  that  a  year  or  two  in  this  or 
that  program  was  the  key  to  the  future.  Especially  with  CETA, 
people  spent  valuable  time  in  positions  that  gave  them  nothing 
more  than  a  paycheck,  while  rhey  could  have  been  developing  real 
skills  in  private  jobs  with  a  future.  A  mtstrained  person  is  worse  off 
than  an  untrained  person  who  knows  he  still  must  acquire  a  skill. 

If  the  gi^al  is  to  create  jobs,  the  most  expedient  policy  would  be 
to  require  government  welfare  recipients  to  work  in  return  for 
their  benefits— what  is  sometimes  called  workfare.  If  unernploy- 
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mem  compensation  recipients  were  required  to  work  twenty  hours' 
«  week  for  the  government,  the  nation  could  create  over  four  mil- 
Hon  jobs  overnight,  and  repair  an  awful  lot  of  railroad  beds.  Or  if 
Congress  refuses  to  do  that*  the  least  H  could  do,  it  could  change 
the  name  of  unemployment  compensation  to  government  employee 
training  stipend,  Mid  Onfcr  afl  recipients  to  stay  at  home  twiddling 
their  thumbs  eight  hours  a  day. 

The  answer  to  unemployment  and  low  skills  is  not  to  camou- 
flage the  problem  and  reduce  investment,  which  every  job  crea- 
tion program  proposes,  but  to  reduce  the  government-imposed 
impediments  and  disincentives  to  the  development  and  exchange 
of  labor.  Government  restrictions  on  hiring  youth  and  paying 
minimum  wages  make  it  unprofitable  for  business  to  hire  millions 
of  low-skilled  people.  Government  economic  policies  that  disrupt 
the  economy  with  inflation  and  credit  squeezes  prevent  the  ac- 
cumulation of  capita)  necessary  to  start  or  expand  businesses. 
Government  payments  of  high  welfare,  food  stamp,  and  unem- 
ployment compensation  benefits  make  it  more  profitable  for  many 
people  to  gp  on  the  dole,  rather  than  accept  low-paying  work. 

^And  government-incited  trade  wars  with  foreign  countries,  such 
as  the  bd)  to  require  domestic  content  in  American  automobiles, 
are  guaranteed  to  decrease  the  totaj  amount  of  trade,  and  thus  re- 
duce the  total  number  of  jobs.  If  government  had  not  first  crip- 
pled the  labor  maiket,  it  is  unlikely  that  government  make-work 
and  training  programs  would  ever  have  ireeived  widespread  sup- 
port. The  answer  is  not  for  government  to  spend  another  $50  bil- 
lion fatiicly  attempting  to  cure  a  problem  it  caused,  but  to  stop 

,  causing  the  problem  in  the  first  pjpee. 

In  short,  there  is  no  substitute  for  prosperity.  Any  government 
Kfaeme  to  train  or  employ  the  masses  must  f  rst  be  measured  by  the 
question:  What  effect  will  the  increased  taxation  necessary  to  fi- 
nance the  program  have  on  the  economy— on  the  total  number  of 
productive,  self-supporting  jobs?  Where  there  is  a  real  job,  there  is 
a  real  incentive  to  train  someone  for  the  job.  In  the  long  run,  every 
make-work  program  destroys  more  jobs  than  it  creates,  because  it 
fquanders  the  capital  that  is  necessary  to  support  all  jobs. 
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ta  "?\10g^lc  f*tt  ******chmr  to  locet*  citation* 

1°  trtl^U8  aod  °th*r  •■^rlale  quickly  by  using  a  computer  terminal 

LT       *  mjchine-reaeable  file.    Online. data  bate*  alio*  the  reeeercher  to 
combine  search  term*  in  may.  that  arm  lepos.ibl*  in  a  printed  index  or  library 
cajulog  and  to  ♦Inultaoaoualy  eearch  notorial  that  mould  be  contained  In  printed 
index  volume*  covering  eererml  year*.    The  availability  of  Varioue  index** 
online  ie  Iodic* ted  in  the  deec  ripe  ion  of  the  tool*. 


>  Wjgjglgg  UjMg  (nicrof  iln) 

S?JB«lem^U^  provide*  citation*  to  Material*  in  over  370  popular 
•sgeelae*,  focuetng  on  coverage  of  current  eft* ire,  leieure  tine  activities 

*°fJ*'        #cl"nc«        technology,    the  Index  1*  available  online 
p  rc  tally*  —   1  " 
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Qccvpntionnl  t mining 
Ml  employment  policial 
Public  nerrtt*  c^loywcnt 
UnejUplopad 

>  jgiwjjJTAw  ygogjjmg  gagig  gutung  (pais) 

EM*  *•  «  oubjoct  laden  of  book*,  peaphi«c*,  §ov»mmnt  publication, 
unpen*  of  public  am*  private  neeacle*,  nod  periodical  articles  fainting  to 
ocueoelc  nod  nodal  condltloan,  public  ncMolnt  nt  ion,  mod  in  t«  rant  lata  1 
relatione*    PAIS  in  u  tellable  no  linn  ommtK  telly, 

CWOULj     ■  Pnor 

Boeelee*  pereone 
toemrty 

P01LIC  Public  uelfnre 

tSLFAIB;  Poverty — naiief  Matures 

/  Trnnnfnr  pnyarocn 

HBCATIYI  family  allonaoceu 

WOO**  TAX;         Incou*    Guaranteed  tneoae 


BmOMUTT;        ltord~*core  ubuaployud 

fJocmpiofmrnnt — Ulief  uaaeuren 
Bnployasnt — Youth 
Uorfc  relief 


*  i  gag  10  ftauooicAt  uggggt 

Tbe  baenlor'o  OUifu  in  ua  nutftor/uub>ect  index  to  pericJiculn  of  genu  ml 
in t« rant  publ iufted  in  tbn  U.S. 


Poor 

Boa*  leu nee n# 


rmic 

WOP  AM* 


,  Public  uelfnre 
Old  nan  nnnincnacn 


Tin 


ttPlOMWr;        lawunployuenit-HUUuf  mmjuhm 
Public  uorku—Pederal  nld 
ueployeaot~~Stnti*cic» 
Tenth    Qaalofwnn  t 
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gtfttoW  Periodicals  tosjmg  Is  a  subject  index  to  articles  epp«* ring 
to  fctgjish  Isnguage  business  periodicals.    The  Index  Is  leaned  monthly  end 
annuls  ted  aeertsrly  mad  annually, 

GKMUl:  Poor 

Poverty 

PUBLIC  ttaXPeJB:  Public  »«lfer. 

MEGATIVK  negative  income  tax 

inOOHB  TAX:         Income  maintenance  programs 
Family  allowances 

BHPtOTWMT:          Itoes^lormea  t~HUlIef  measures 
full  employment  policies 
Hard -co  re  unsmsUoyed 
Job  Corps 
Tom t h — eap loymeu t 


>  SOCIAL  SCIEKCE5  IfjMjJj 

Sciences  Xanax  is  s  cumulative  index  to  English  language  periodical! 
to  the  fields  of  political  science,  public  administration,  sociology,  and 
other  social  science  subjects.    The  Index  is  published  quarterly  with  a  bound 
cumulation  Issued  each  year. 


Poor 
Poverty 
Sural  poor 


PUtUC  Public  uelfare 

fcsXLFARK:  Welfare  recipients 

Old  aga  assistants 
Transfer  payments 


HECATIVE  Income  Maintenance*  prog  rasa) 

IJfCOHB  TAX:         Negative  income  tax 

EWLOTMUir:  Unemployed— fit  lief  measure* 
Wort  relief 

Comprehensive  employment  and  training  act 

Youth — Employment 

Public  eaoloyment 

Pull' employment  policies  ' 


LEGISLATIVE  UfFOgMATlOjj 

Congressional  activities  on  public  eel  fare  end  poverty  issues  amy  be 
monitored  by  searching  the  (allowing  printed  publications. 

>  cpmmsBtamL  gggg 

SSSlBHj^ttj  lacorn  provides  an  edited  transcript  of  the  activities 
on  the  floor  of  the  douse  and  the  Senate.    It  is  published  each  day  Congress 
is  to  smesioo.    febjscc  and  name  indexes  are  published  hi  weekly  and  cumulated 
annually,  to  be  searched:  arm  "Poverty",  He  If*  re",  "Commrehensive 

eaoloyment  and  Training.  Act ",  and  "fesployment". 
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>  cowqgf  a  io«ai  otitenaoLT  hotly  grogi 


Cggawwgjga^l  Quarterly  Itoefciy  Report  pi 
ftw§ fiS CSH  activities,  ttw  progress  of an  J 


provides  curnmt  information  on 
ijer  bills,        background  iofor 
nation  on  unjor  poller  iennee.    Isporteat  recent  Articles  are  indexed  oo  the 
beck  coitr  of  each  issue.    Consult  this  Index  under  Che  heeding  "Health/ 
Rduca tion /Vol fart",    A  que rterly  aod  on  annus 1  index  ore  el  so  issued. 
Congressional  Quarterly  a  loo  publishes  an  annual  publication  vfclch  cuamlates 
ante  rial  appearing  io  the  weekly  reports  during  a  year.    This  publication  la 
entitled  CQ  Alen»ec  .Congressional  quarterly  Weekly  Report  io  era  liable 
online  throagS"  tan  NEXtS  library, 

CKJanUL:  Poverty 

rU0UC  WELFARE:  Welfare  and  social  service 
NEGATIVE 

INftMS  TAX:         (A»a  ran  teed  incovw 

BHFLC7MWTT:         fteploynent  aod  uncnployaent 

Eeployment  aod  training  prograne 

>  MArtOWAL  jjggiafAL 

a*  t looa  1 1  Jou  roa 1  provides  infornntion  on  laportaut  executive  branch  and 
coug reeeional  actionem    Io  eddltioo  to  the  annual  index p  the  heck  cover  of 
each  loouo  also  coo  tains  a  brief  index  to  recent  srticlee.    Consult  this  index 
wader  the  headings  " Incoae  Security"  or  "Employment" . 

GEM&MAL:  Poverty 

PUBLIC  WE  LP  ARE;  Welfare 

Malfarv  and  poverty 

k  NEGATIVE 

IffCOtK  TAX:  Welfare 


SMPLOrNEMT:  ftaolovaeat 

Efcployweot  and  labor 


tills  and  Resolutions 


>  CQtfCRgS3IO*AL  1R0RX 

The  Cong,  re  ss  lone  1  Index ,  published  by  the  Coanerce  Clearing  House,  is  a 
weekly  loose  leaf  service  which  provides  content  a&d  status  info  neat  loo  for 
bills  and  resolution*  needing  in  Congress.    The  progress  of  bills  and  reso- 
lutions is  reported  f roe  the  introduction  of  the  Icgisletloo  to  the  final 
disposition,    Tnrne  to  be  searched  in  this  index  are  "Social  services"  snd 
"lepleynent". 

>  glggjT  or  puytxc jjggMt  iittg  Ago  REfPtrmow 

Tfce  Mfeot.  sunon fixes  the  essential  features  of  public  bills  and  reso- 
lutions and  changes  nade  la  then  daring  the  leglelatlva  process •    The  Dines  t 
fs  published  daring  each  sees  Ion  of  Congress  In  ten  emulative  issues  and  a 
final  Issue  et  the  conclusion  of  the  session.    The  Oifsat  has  spon*ier/cosooneor( 
^fCy    identical  bills,  short  title,  and  sfeeject  lode  ass. 

•f;      •  / 

SEARCH  Public  welfere  and  charities  / 

FUCKS:  Labor  and  eafloyvent 
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>  wiw  ucisunow  op  rm  amanss  (wtc> 

M£  provides  niificlM  of  selected  aajor  legislation  arranged  by 
•object.    It  includes  background  op  the  issue*  end  info  mat  ion  oo  the  c accent 
e*d  Statu*  of  asjor  bills  affecting  chut  issue.    Tha  publication  my  be 
examined  et  «  Cove raaen t  depository  lihrpry  or  purchased  from  the  Covem»nt 
Prist  leg  Office,    Suirch  under  the  head logo  "Income  Maintenance",  "Labor",  or 
"Socio  1  eervlcee"  for  public  welfare  end  poverty  related  note  rials. 

>  CM  IWW  (lode*  to  the  Publications  of  the  Us  1  ted  3  to  tea  Congress) 

f**  lode*,  produced  by  the  Congressional  Iof  onset  loo  Service,  e  be  tracts 
ell  congressional  publication*  with  the  except ioo  of  ibe  Congressional  Record. 

J»*L*  *•  published  exmthly  sod  cuaailated  quarterly  sod  aomwiiy*  Each 
issue  of  the  Index  Is  divided  into  Index  sod  abstract  portions-    CIS  Index  is 
available  online  coses*  rcislly. 

GEMBlALs  Poverty 

Antipoverty  prognute 
Hunger  sod  **  Inutrition 

PUBLIC  Public     J  fare  prograa* 

WE  LP  AXE:  Public  «*iferc  finance 

NEGATIVE 

l*CO«  TAX:         Incoae  aaintenence 

CHPLOTWITT.  tfoceoloywnt 

Public  service  employment 
Manpower  t mining  programs 
Esjp  loysamt 


QQVWMKirr  PUgJulCATIOftS 

>  Hcwrar  CAUuxjorj^^  publications 

™«  Wppthly  Cstsloj  lists  docosjents  issued  by  sli  branches  of  the  Federal 
Gove  msMdt.    Ite  Catalog  has  eoothly,  seal  annual  *nd  annual  indexes  arranged 
by  aatbor,  tirla,  subject,  keyword*,  sod  series/report  title,    the  Monthly 
Catalog  is  available  onlloo  coa***  rcislly*  „   

GXXEIAt:  Poverty 

PUBLIC  VELPAftE:  Public  Me  Us  re 

STGATIW 

INCOME  TAX:         Incoae  SMioteoance  program 

CWUmCNT;         Uienejfoyaent  ^ 
deployment 
#  Menpoee  r 

Manpower  policy 

>  BBBBI  oowpiuTiow  or  PTOiDjorriax  docuwwts 

..  *  - 

™  ******  Coayilatioo  of  Presidential  Dooasoots  contain*  ststeeoots, 
eeeeeees,  said  other  presidential  ante  rial*  re  leased  by  the  White  Souse  during 
preceding  seek.    The  Weekly  CoaglUtloe  has  seekiy,  quarterly,  and  annual 
indorses. 

StAMCU  Wolfs  re  eystesj 

tBWtt;  Esjployswnt  and  uneaployaent 

(Jsjeassloyvsjot 
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jggwg  jgngjg 

Tfct  talltmin*  laeee**  e*y  be  weed  to  locate  nemppeper  articles  on  public 
welfare  *ed  paeorfy  laeuea  * 

Wo*;  Tor*  Tl**a  tojgg  provide*  extaoffive  ebetract»  for  article* 
eaeajerlae,  iu  tb*  Hew  Torfc  Tlee*. 


rmiC  HOFAW;  Welfare  (ITS) 
WCCaTlVB 

XHCOMB  TAI:  Welfare  (US) 
EHPLCTMBWT;  Labor 


>  wax  4  woMVL  Bflgaw  aBBg 


Tb#  loll  4  Bow*  11  laoaeagar  htowt  lift  article*  appearing  in  tbe  Chicago 
y*"1— >  <**ff  ge*-Ti*oe.  Dearer  foot,  Detroit  ttewo,  Bouaton  Poet,  Loo  a*  go lea 
™£r        Qrleaae  Tlmge-Picayuao.  Sao  rreeciaco  Chronicle,  ami  MaaMnfton 
foot  •  — — 


Poverty 

FOSL1C  WELPAIS:  Public  welfare 


KECATXVK 
INCOMK  TAX* 

OfFLOfHRNT: 


Public  welfare 
tbeaployed 

Public  aortrlca  ewployaeat 


>  omcm  «aJttiM»w  foot  naex 

Tb*  ladex  provide*  acceee  to  al^ubataatial  neveworthy  1  c#*e  in  thi* 
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eeeajlaasaaee 
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Public  eelfere 
Social  aarvica 
Welfare  fraud 
Mel  fare  recipient* 


Public  welfare 
BbeaeUoye*: 

Public  aarvica  eaployeeot 


ietloael  Bowwaeor  produced  by  Infatuation  Acce«e  Corporation,  i 

eva  llaala  online  cc*e*rcUlly,  ana  provide  a  front-page  to  beck -peg*  indexing 
ou  current  affair*  topic*  la  the  CfrrieCian  acianee  Hon  1  tor f  jtew  fort  Tie**  and 
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SBS  Hbwry  proridas  «ccim  Co  trim  service  articles  from 

Z!^         If***'  S*U<K<  Pr,i*  ^"ttiational,  and  Banter*,  article.  fro. 
t»s  "MfcMgy  *»t,  mm*  Journal  articles.    Tito  journals  Indexed  include 
iTtiijiiijia,  m4  tJtfcwi  a  fnerld  Keyo!*.    la  «WUi<»  to  providing  cltatioue  and 
abstracts  of  toe  weteriale  lac laded  m  the  data  beee,  MEXIS  wake*  th*  full 
^  2f  t^/rtlclaa  available  otfliae.    BOIS  alao  provHee*  acce.e  to  the  flaw 

SS?T      »    flTt!^  *****  U  •  ^rmat  •«•*■■  containing" 

citations  to  the  new  YoStiajaa  and  over  sixty  newspapers  and  journal*. 


>  MttStfaaXB 


jxfc  ia  the  Ally  update  of  Hagetlne  Index,  national  Newspaper 


***  Uf*  teaoorcea  lodes  in  the  LocSied  Dialog  ~reX~^f^*roVTdaa 
front-peg.  to  back-page  Indexing  of  the  Ch st  lan^ Sc lencajtoo t . ,  Hall  Street 

f0"""*'  *"4  SZZj^lliSB*'  "  •»U  *•  popular  a»ia¥In^«,  law  Jou nCTaT^nd^ 
legal  newspapers.  J  ' 


LEGAL  MATERIALS 

Artie  lea  froa.  latr  journal  a  are  especially  ueefui  for  exploring  L,*i 
aspects  of  public  welfare  and  poverty*  * 

>  CtmKglff  LAW  imxx 

.fiU2SS|  Law  Indo«  covert  over  660  law  periodical*  selected  by  an  advisory 
board  of  the  African  Aaaociation  of  Law  Libraries     It  is  published  in  6 
sxwibly  issues,  3  quarterly  cumulation*,  aod  a  single  annual  cumulation. 

CKJflUAL:  Poverty 

Poverty  research 
Poor 

PUaXIC  Public  welfare 

WLPARE:  Social  aery  ice 

Welfare  fraud 

welfare  recipiente 

KEGATm  loco**  maintenance  pre  era  ant 

WCOME  TAX;         Family  ailowmocee 

EMPLOYMENT:*  Unemployed 

FubUc  service  employment 
Full  employment  policies 

>  |BH  IX)  LEgAL  PiailOPICALS 
-  ^ 

Tba  jadax  to  Legal  Periodicals  is  •  subject  and  anther  index  to  legal 
srticles,  yearbooks,  institutes,  and  reviews  of  works  published  in  the  U.S.. 
Canada,  end  other  tog  lien-speaking  countries,    the  Index  Is  published  monthly 
except  September,  with  a  bound  cumulation  each  year^   y 

CWWAL;  Poverty  law 

PUBLIC  WELFARE:  Social  welfare 

IttCAflfT!  * 
iWCOeS  TAX:       ^  Social  welfare 

KHPLOTWWT!  IMeavloyajent 
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>  LjfjCjX  RE50UICE  IMDC1  (microfils)) 

Leanl  toimiti  Index  includes  over  600  liv  Journals,  six  legal  newspaper* 
and  rale  van  t ^te rials  froei  the  Library  of  Coogreaa  collection,  Wggagjpg  tnde<. 


***  BSUyg *  £  •    Th»  Index  in  arranged  in  four  Separate  sections: 

auh>cT;  *Mt6cr/titU,  table  of  cases,  and  table  of  iumt».    When  the  index 
is  euppleswnted,  a  nev  cumulative  eicrof  iln  1*  provided.  ~ 
>  online  coaxes  rcially. 


The  Index  is  available 
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Nosjelessness 
Rural  poor 
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WCLfAXE: 


Public  welfare 
Old  age  assistance 
Social  eery  Ice 
Welfare  fraud 
Welfare  recipicents 


NEGATIVE  Incoe)e  Maintenance  p  rag  ma 5 

INCOME  Paally  allowances 

TAX:  Guaranteed  annual  tnrooe 

Negative  Incoe*  tax 

EMFUWtENT:  Unemployed 

Full  eaploysjent  policies 
Hard-core  unemployed 
Public  service  eaployernt 


STATISTICAL  SOURCES 


>  AHKRlCAil  STATISTICS  IMOfJt  (ASI) 

The  Aaerlcan  Statistics  Index.,  indexes  and  describes  the  Statistical 
publications  of  the  U.S.  Covernaent,  Including  periodica  it,  annuals,  biennial, 
seai -annual ,  and  specisl  publicst ions.    The  Index  provides  access  to  statis- 
tical materials  by  eubject,  organ irac  ion ,  nsee,  issuing  source,  and  title. 
**£f*  *•  published  sMMithly  end  cumulated  quarterly  and  annually,    ASI  is 


available  online 


srcially. 


CtXTIAL: 


Poverty 


PUBLIC 
WELf  AJt£ : 


NECATIVE 
IHCOm  TAX: 

'  EMPLOYE  XT: 


Public  welfare  programs 
Old  age  assistance 
Social  services 


Income)  maintenance 

Public  service  enplo 
K^ployaamt  and  unemployment 
Work  incentive  program 


>  STATISTICAL  ggnggggg  jjgjg  (SHI) 

The  Statistical  Eefereocs  Index  provides  a  guide  end  index  to  selected 
statistical  reference  Material  from  nonfederal  sou  rets  on  s  vide  spec  true  of 
embjecc  matter,    it\ includes  the  publications  of  trade,  professional,  and  other 
(toe -prof it  associations  and  institutions,  business  organisations,  commercial 
publishers ,  unlversUynW-  indayttnriso  t.  research  canters,  end  grata  government 
afancias.    The  Index  provides  access  by  subject,  organisation,  name,  issuing 
aoerce,  and  title.    The  Index  is  published  aonthly  and  cumulated  annually. 
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Poverty 

Public  a*  If  a  re  progress 
Ot4  age  aselstaace 
Social  services 

State  funding  to*  social  welfare 


IOCOS*  aelntfttt*J}C« 

Public  service  eaplovaent 
Coa*retiettsiv«  R«plojr*»nt  end  Training  Act 
Wot*  incentive  progrea 
Sasjliijeeilt  add  uneap loyae* t 


PART  II:  POVERTY  AHV  PUBLIC  WELFARE  SOURCES 


IHpeiES  AW)  ifHOClAPHIC  ftATA  BASES 

CiUt ion*  to  journal  articles  end  other  wurUlf  about  poverty  and  public 
welfare  leeues  nay  be  found  to  the  following  printed  indexes. 

SOCIAL  SCtmX*  CITATUM  I  TORI  provides  indexing  entries  to  the  current 

literature  in  every  disctpiioe  io  tbe  social  sciencst,  including  econoeiica 

end  sociology.    Tbe  ImAtn  i«  publish***  three  ciaes  a  year  and  cumtleterf 
annually. 


B0C10LOCICAL  ABSTRACTS  coven,  the  world's  literature  on  sociology  and 
include*  eatsrisl*  on  policy,  poverty  studies,  and  coaanuaity  development.  It 
le  published  flee  tines  per  year  and  cueailated  annually. 

Both  of  these  indexes  si*  swailsble  online  coae*  rcUlly. 


IZntLZHCE  BOOKS 


Congresa.    House.    Cossalttee  on  Ways  and  Neaos,    Woawlttet  on  Oversight. 
Beckgroood  nets  rial  on  poverty;  ffubcoeatl  t  tee  on  Ofcasrsight  and  Subcoaalttec 
on  Public  Aseistaace  and  ttoesjp loyvjen t  Condensation  of  ths  Coasiittee  on 
Hays  and  Means,  CS,  House  of  Representative* .    Washington,  C.P.O.  ,  1985. 
1+)  p- 

At  hand  of  title:  Men  Congress*  1st  session..   CouaUttse  print. 
UUCP  «6-15. 

WS'    <*fics  °**  Hsaafesjsnt  and  Budget.      Catalog  of  federal  doaestlc  assistance, 
fsssbington,  For, sale  by  the  Swat,  of  Docs.,  CP.o",  190).    372  o. 
Published  eonaally. 
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*  .  i 
T%9  following  organization*  ware  selected  from  the  g^Mgggjig  gg 
mmeoclntloms  ood  the  Wmehlaef  o* i_tmf o  rmatiOa  PA fact ory t  ijjBj 5  a i  pose i b U 
Mi 555  STTofp mat  ion  on  pove ftjr  $mi  ruili c  «S X f i re  iSSue • .    The  description* 
of  tn*  group*'  activltle*  *r*  ulwn  from  these  sources* 

America*  Public  Welfare  Association 
1125  15U  Street,  Suite  300 

fteattntftoa,  D.C.  20005 
(202)  , 

Rational  organisation  of  public  malfare  agencl**,  their  p  rof  ***iooel  staff 
Mfkirn  and  other*  interested  in  public  welfare.    Develop*  national  social  policy 
positions  at  well  **  prof r»»lonal  standard*  for  Nmbrr*. 


9 rooking*  Institution 
Oovenimeatal  Studies 
1775  Massachusetts  Avenue,  S.V. 
Useeiajtoa,  D.C.  20036 
(102)  797-4050 

Research  snd  educational  organisation  chat  studies  welfare  re  form  and  other 
related  *ocisi  emifere  witter*. 


•ureeu  of  Labor  Statistics  (U.S.  Dept.  of  labor) 
441  C  Street,  H.V, 
Washington,  D.C  20212 
(202)  523-1221 

Collects,  snalysas,  and  publishes  d*t*  on  employment  snd  unemployment ♦ 
Listed  hem  are  *  *«mpl*  of  some  of  the  publications  available  t torn  the  Bureau: 
Bsyloysjeat  and  Earnings,  Employment  and  Train  log  tap  oft  of  the  president, 
LjnJtlne,  Eayloyaeat  Problems  to  Economic  Status,  and  the  Hand  book  of  Labor 
Statistics.    ISose  publications  are  available  at  the  BuresuT«  regional  V^C ices, 
many  dap  OS  1  tory  libraries,  or  f  row  the  Government  Printing  Office. 


Canter  for  the  Study  of  Social  Policy 
236  Hsotechusette  Avenue,  N 
M*»bin#too,  D.C.  20002 
(202  )  546-5067 

Conducts  research  on  the  financing  and  delivery  of  government  huaan 
service*.    Ana ly*e*  the  lapse t  of  prograa  change*  on  spacific  populations,  much 
as  recipients  in  the  Aid  to  fan!  lie*  with  Dependent  Children  Prograa  and  the 
>rMng  poor. 

Employment  and  Training  Adaini*tr*tion  (U.$.  Dept.  of  Labor) 
Work  Incentive  Prograa*  (Win) 
,  601  0  Street,  **W« 
wishing  ton,  0*C*  20213 
(202)  376-6630 

Admlnlstsre  the  Work  Incentive  {WIN)  Prograa  jointly  vith  the  Health  snd 
Roman  Services  Oepsrtaent ;  provides  services  such       job  training  and  reform  1* 
Co  vol  far*  recipients* 

Institute  for  Socioeconomic  Studies 
Alryort  load  and  Mew  ling  Street 
WhI.a  tUlns,  «.Y.  10604 
(914)  428-/400 

foundation  with  broad  research  interests'  relating  to  the  quality  of  life, 
economic  development ,  poverty,  end  urban  regeneration.    Conduct*  reeeereh  for 
scholars  and  policymakers  studying  important  socioeconomic  issues,. 
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W*Hm*}  Oimtly  oi  Wotioool  Vo  loo  tor  Boolth 

Md  fociol  UOlforo  OinilM tlooo 
001  9toodwoy 
Klir  ON*,  O.Y.  10007 

<aia>  2*7-i too 

tool  1*  "to  fMUr  imtmtcmmmlc  *tioo  «od  ftotoroctioo  mom  mcIom! 
otkfftory  fcoolto  m4  eoclol  oolfero   jottclo*  in  t*e  lo to  root*  of  incn»««inj  the 
tMf—t  of  the  iodleldHol  fanrlee  tf  i  of  rol«nt*rie«i  oo  boos*  ooed**" 


IHtltMl  Co»/«mc*  o»  Social  tAjlfero 
17)0  If  Stnwt,  V.ff.p  Ooito  911 
Uteoblojtoo,  D.C.  20034 
(202)  705*0117 

Orgoalootioo  of  profooeloool  004  loy  ,>er*oa#  «jm!  local,  Stote,  aod  am  t  ions  I 
■fiorloo  lotencetod  i»  eoctel  ««lfero  «*d  buojui  oereicofr    Conduct »  etodlo*  on 
teiolc  eoclol  twlforo  problem  end  policy  ieeae** 


W-R.  Qpjonn  Ioecltate  for  fteoloywent  Reeeerch 
900  9.  tfeotnedn*  Avnm 
k*4e*M*oo,  Hlchlojn*  44Q07 
(010)  943-9541 

Frlttfte  oooeroflt  oqpalsetloo  "for  rooeorch  iota  ceoeee  end  effecte  of 
mien,  Ujmnt  end  ro  etody  ml  looter  lent*  U»  fooiioility  nod  netted*  of  leewrln* 
•Oeinet  MMM^loyiMAC  nod  ooye  oad  mooo*  of  preventing  nod  ellevtotinn 

ton  4i#twM  mm4  horde*!*  cooood  by  ue«e*I*T*ant 


ftoriUne,  Croup  00  Poojeotic  tenner  end  Poverty 
475  It  to  mine  9rt*#,  loon  572 
tew  Tor*,  0*1*  10115 
(212)  070-29O7 

A  project  of  tbo  ftuionol  Coencll  of  Chore  Nee  of  Chrif  t  la  the  0.5*4.  which 
old*  1*  (too  or***i*Otion  of  e*tlH*mfer  coniitiooc  throu*txn*e  the  coaatry*  Aleo 
coon>ll*e  nntiatoido  etotietlce  00  federal  budgat  cute  and  poverty  oeede. 


tot lone 1  OoojMiity  Actio*  Agoacy  EKocutiro 


01  roc  tor*  Aoooclotlo* 
1000  14C0  ft  root,  *.V.P  ftit*  LL50 
MMfcUftoo,  B.C.  20094 
(201)  204-497) 


leproeeete  co****ity  net  loo  ogencleo  to  promote  0  unified  opprooch  to 
oolvin*  the  prooloojo  of  povorty  with  to  the  Cfeltod  9 to to*.  * 
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March  24,  1984 


PUBLICATIONS  RELATING  TO  THE  1984  85 
HIGH  SCHOOL  DEBATE 


Meeolved:  9<m  Cam  the  Federal  ftn>*rn*retft  Beet  Deereaee 
Poverty  in  the  United  Stat**? 


*    *     4  * 


Aid  to  families  With  Dependent  Children,  1979  Recipient 
Characteristics  Study: 

_    Part  1,  Demographic  and  Prograa)  Statistics.  1982, 
69  p.  il.    HE  3.65:979/pt.l  S/N  017-070-00380-0 

_    Part  2,  Financial  Circumstances  of  AFOC  Families 
1982.    60  p.  il. 

HE  3.65:979/pt.2  S/N  017-070-00383-4 

Characteristics  of  Households  and  Persons  Receiving 
Selected  Noncash  Benefits:  1981.    Include*  data  an  th* 
following!  Food  Stamp  Program;  free  or  reduaed  price 
"hoot  t*n*«**i  publia  or  other  eubeidieed  houeing: 
Medioaid  health  ineuran**;  Hmdioar*  health  ineuranee; 
and  employer  or  uni on-proved  health  ineurana*  and  psn- 
eion  plan,.     1983.     41  p.     Issued  with  perforations. 

C  3.196:P-60/lJ6  S/N  003-001-90722-4 

Characteristics  of  the  Population  Below  the  Poverty 
level,  1981.    Preeente  dm  tailed  eooial  and  eeononio 
etatieHoe  for  the  population  of  the  United  Statee  he- 
lot* the  poverty  level  in  J981  bated  on  the  Harah  \l9Bt 
Current  Population  Survey.     1983.     219  p.     Issued  with 
perforations. 

C  3.186:P-60/138  S/N  003-001-90724*1 


$  S.00 


4.75 


 Dislocated  NorkersV:  Issues  and  Federal  Options,  sx- 

amine*  the  eouroee  ^and  magnitude  of  labor  dielooation 
and  analynee  optione  for  poeeible  federal  aid.  1982. 
*9  P'  *  10.2:0  63  S/N  052-O7O-0S7S6-4 

^Emer^ency  Jobs  Appropriations,  Public  Law  98-8.    An  Act 
Making  Appropriations  to  Provide  Productive  Employment 
for  Hundreds  of  Thousands  of  Jobf ess  Americans,  td  Has- 
ten or  initiate  Federal  Projects  and  Construction  of 
Usting  Value  to  the  Nation  nod  Its  Citizens,  and  to  Pro- 
y**  KMJAnUarian  Assistance  to  the  !m»i*ent  for  Fiscal 
Iff 3      5s'  <*hfr  PurP<™*-    Approved  March  24, 

'  GS  4.110:98/8  k/N  022-003-9S76?-4 

 25*1!**^  *ob*  Appropriations,  Amendment,  Public  Law 

"'it'    J{,i8t  Bosoltltion  to  Correct  Public  Uw  98-8  Due 
£!  ^HA*  ***  SV0n"*«t  *f  h'*<  MM-  Approved 

OS  4.H0-.99/Z4  S/N  022-003-95781-2 
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 Employment  and  Training  Report  of  the  President,  1982. 

.  Bepieve  significant  emvloymsnt  and  unemployment  develop- 
ments in  calendar  year  l$$t.     Far  fiecal  tear  2 $$2,  it 
describes  employment  and  training  program  activities 
(CETA)  and  reports  on  veterane*  services.     Summari xes 
major  findinge  from  rsssarch  project*  completed  between 
Suns  2982  and  June  298Z.     1983,     3S2  p.  il. 

I  1.42/2:982  S/N  029-00000413- 7  $10.00 

 Enhanced  Work  Projects,  The  Interim  Finings  From  the 

Ventures  in  Community  Improvement  Demonstration.  1980. 

#78  p.  L  37,19/2:7.5  S/N  029-014-00173-2  10.00 

Entitlement  Implementation:  The  First  Year's  Experience. 
This  publication  reporte  on  the  touth  Incentive  Entitle- 
ment Pilot  Projects  for  Auguet  197?  to  October  1978, 
the  first  year  of  the  program.     Entitlement  guarantees 
part-time  echool  year  and  full-time  summer  employment  to 
all  26-  to  29-year-old  economically  di e ad pant aged  youth 
who  reside  in  one  of  the  17  selected  Entitlement  project 
area*.     1980.     260  p. 

t  37.19/2:11.1  S/N  029  014-00189-9  8.00 

Expenditures  for  Public  Assistance  Programs,  Fiscal 
""Year  1979.     198Z.     28  p. 

HE   3.69;979  S/N  017-070-00379-6  3. SO 

 Federal  Agency  Equal  Employment  Opportunity  Public  Infor- 

•  mat  ion  Materials:  An  Annotated  Bibliography.  Lists 
information  materials  deve I  oped  for  external  Federal 
equal  employment  programs  affecting  private  employe  rs , 
State  and  local  governments.   Federal  contractors ,  and 
recipients  of  Federal  f  i  nanc  i  at  ass i stance .     Include  & 
addresses  and  telephone  numbers  of  contact  offices. 
1981-     39  p. 

Y  3. To,  2:17  F  29  S/N  0$2- u IS- 000*7  -  0  4.  50 

 Fifth  Annual  Report  to  the  President  and  the  Congres: 

of  the -National  Commission  for  Employment  Policy,  Ex- 
panding Employment  Opportunities  for  Disadvantaged 
Youth.     1979.     264  p.  il. 

Y  3. Em  7/3:1/9  S/N  0S2 - 003 - 007SZ  S  6.00 

Government  and  the  Advancement  of  Social  Justice:  Health, 
Welfare,  Education,  and  Civil  Rights  in  the  Eighties. 
1980.     140  p.   il .  ' 

Pr  39.8:Ag  3/So  1  S/N  04  1-004^02  I \*  9  5. SO 

i.  * 

 Linking  Employment  Problem?  to  Economic  Statu*?  Contains 

information  on  the  employ  tnt  problems  faced  By  American 
Workers  in  299 J  and  on  the   'mpact  of  these -prpflems  on  +he 
economic  etatus  of  fheir  familiee  and  household* .  Three 
employment  problems  are  ordered:   lov  earnings  among  year- 
round,  full-time  worker* ;  une^pl  oyment ;  and  involuntary 
part-time  employment .     Based  largely  on  19B1  data  from 
the  March  29Bt  Current   Papulation  Survey.      1983,     S3  p. 

1.  2.3;21f9  S/N  029  001  027S7  5  4.00 

 tow  Income  Life  Styles.     A  collection  of  papers  detail-' 

tng  ahamcteri s  +  ia  behavior  of  the  poor  in  the  following 
areas-  family       'animation,  children* e  preparation  for 
school t   health  „arer  and  economic  behavior  *     Fnur  of 
these  papers  originally  appeared  in  and  one  is  an  adap- 
tion from  an  article  in  Welfare  in  Review.  1966. 
86  p.  il.        HE  17.2;L  62  S/N  017-060-00010-4  4.75 
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 ft"?K  InC^rJ*2<*  Poverty  s*«tw*  Of  Fa»ilics  and  Persons 

in  the  United  States:  19*2  (Advance  Data  Fro.  the  March 

C  3.186:P-60/140  S/N  003-001-91121-3      $  J.7S 

~S»JfC»ln,  in  "t11*  *e!f»"J  A  History.    Review  pwr 
tlV'LPti    r'a'.f.nd  P™**1*"  from  <**  medieval  period 
through  the  ItSO'B.     1969,  reprinted  1979.     107  p  M 

HE  17.2:P  96/3  S/N  0 1 7 -060 -00OS9- 7  S.OO 

 ^"P'Ctives:  The  Civil  Rtght*  Quarterly,  Volume  13 

Number  2,     981.  Summer- Fall.    p^?.  „f eJ '^^^t 

ith/SZ  l"-***1*9  *imma  °f  M*h  Employment  and 

other  current  xseuee  of  important,' to  th,  poor  and 
minorities.     1981.     48  p.  U, 

S/N  005-000-00258-3  4.50 

 Pickaxe  and  Pencil:  References  for  the  Study  of  the  WPA 

Contains  bibUograpMo  citation,  to  books,  pamphlet,  ' 
journal  artxole,    and  doctoral  dissertations  on  ths  ' 

t  ^"titration,    ths  Work  Projects  Ad. 

ministration,  and  its  various  programs.     Also  lists 
rinding  ald    and  oth4r  apt}hipal  tooU  f  (h 

resulting  from  ths  Projects.      1982.     95  p.  H. 

IC  1 .  12/2  :P  58  s/N  030-000-001*7-1  6.00 

— vT2?l5*M  P!"3eticcs:  Aching  Out  to  Families.  Docu- 
ment describes  SI  groups  engaged  in  developing  and  de- 
livering services  and  materials   to  help  meet  familw 
needs.     Educational,  emotional,   environmental,  finin<-i*i 

P.JLAtnl '  Ti  '°e,iQl.  P™bU»*  °"  looked  at   from  the  per- 
'P*?*'"  of  family   involvement.     fames  and  addressee  r„r 
each  group  are  provided.     1981.     61  p.   il  ' 

HE  23. 1002 :P  94/2  S/N  017-090  00062  3  S.OO 

—s^!!t',fS!|SIanCe  R£c«Pien^  in  Standard  Metropolitan 
dl£  , ^cal  Areas.  February  1982.    Presents  caseload 

Families  With  Dependent  Children  (AFDC)    ,nd  ',VW*' 
Assistance  ICA).      1983.     38  p. 

HE  3.6  1/2  :982  S/N  0 1 7- 070-00396  6  3.75 

— 2!!!rt?r,lr/ub.lic  Assist*"«  Statistics.     (Quarterly  and 
Annual  Index        Contains  data  on  aid  to  families ti th 

Hfe  J.pO/4:  S/N  O17-O7Q-800O5-0 

_Suppiefl^ntii2  Security  Incoae,  State  and  County  Data 
December  1981,     Prints  data  on  state  and  //unty  ' 
distribution  of  federal I y  admini m tired  payments  to 
persons  wjn^Mg  supplemental  security  income  in 
December  199 1.      \9$2.     141  p. 

HU  5.71:981-2  S/N  O17-070-O0384-:  *,00 

Unemployment  in  States  and  Local  Areas.     (Monthly  ) 
Subsariptian  service  includes  supplemental  material 
issued  irregularly  for  an  indeterminate  period.  Pro- 
viU*  provisional,  monthly  estimates  af  the  labor  fcr«e. 
employment,   and  unemployment  for  States,  metropolitan 
areas,  counties,  and  cities  of  1,0,000  or  more.  THese 
•estimates  are  used  for  economic    analysis  and  administra- 
ZilfJi  ^noue  Federal  economic  assistance  programs. 
Subscription  price:  Domestic  -  $50.00  a  year;  foreign  - 

Code"5j  IN  MaioifycH*  QWI*  UAOS] 

1  l'  S/N  029-001  81003-2 
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Workers  tfithout  Jobs:  A  Chartbook  on  Unemployment. 

Pre  sen ts  ful l~page  charts  and  text  on  the  extent  of  * 

unemployment  in  the  United  States.      19S3.     69  p.  il. 

L  2.3:2174  S/N  029-001-02759- 1       $  4.50 

 Youth  Perspectives:  The  Lives  Behind  the  Statistics, 

Contains  a  descr Cption  and  ana lysis  of  the   lives  of  £2 
youny  CKTA  ?n rti ci pants .     Much  of  the  Information  is 
from  personal  interviews,   which  are  often  quoted* 
-  19S0.     11$  p. 

L  37.19/2:2,10     9  S/N  029-014-00  133-5  7. SO 
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U.S.  Government  Printing  Office 
Washington,  D.C,  20402 

How  to  Remit  Regulations  require  payment  in  advance 

of  shipment.     Checks  or  money  orders 
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